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Interest  Rate  Manipulation  to  Stabilize  Country 


I 


s estimated  that  there 

I are  approximately  four 
million  unemployed  in  this 
country.  Capital,  except 
in  some  few  lines  of  in* 
dustry,  is  not  making 
earnings,  and  dividend  dis- 
bursements arc  lessening 
as  each  month  goes  by. 
The  unemployed,  who  de- 


By  A.  W.  Russel 

Treasurer,  Russel  Wheel  and  Foundry  Company 


pend  on  wages,  and  the  many  people  who 
depend  on  dividends  are  being  deprived 
of  means  of  support  and  are  rapidly  ex- 
hausting their  savings. 

The  production  of  the  country  is  run- 
ning 25  per  cent,  short  of  normal  ca- 
pacity. This  means  a negative  loes  of 
production  equal  to  twelve  billion  dollars’ 
worth  of  goods.  It  would  not  be  un- 
reasonable to  say  that  at  least  half  of 
this  production  is  represented  in  goods 
or  forms  of  wealth  of  a more  or  less  per- 
manent character.  In  other  words,  be- 
cause of  unemployment  and  idle  capital 
facilities  we  are  suffering  an  economic 
waste  at  the  rate  of  at  least  six  billion 
dollars  of  wealth  a year.  This  negative 
loss,  if  realized  in  visible  form,  would 
appall  us.  It  is  waste  just  as  real  as 
the  destruction  of  property  during  the 

Under  such  a condition  of  minimum  ac- 
cumulation of  wealth  and  consequent  low 
savings  and  profits,  the  large  Federal 
and  local  taxes  are  necessarily  to  a great 
extent  confiscation  of  existing  wealth  in- 
stead of  being  drawn  from  current  sav- 
ings and  accumulation.  Most  serious  is 
the  actual  distress  and  suffering  of  mil- 
lions of  our  people  and  their  consequent 
social  deterioration. 

The  conditions  above  cited  seem  to  be 
treated  in  a most  complacent  way  as  an 
unalterable  reaction  from  inflation  and 
war  conditions.  There  appears  to  be  no 
attempt  made  to  alleviate  the  situation. 
On  the  contrary,  it  seems  to  be  consid- 
ered that  the  conditions  accompanying 
the  present  deflation  are  satisfactory. 
Charles  M.  Schwab  recently  said: 

The  present  industrial  depression  is 
the  best  thing  that  has  ever  happened 
to  this  coimtry.  It  has  taught  the  na- 
tion to  build  anew  its  industrial  fabric 
on  the  basis  of  economy.  Industrial 
. success,  such  as  never  dreamed  of  in 
the  past,  will  follow. 

We  well  know  what  so-called  indus- 
trial success  means.  If  we  take  comfort 
in  the  present  depression  with  the 
thought  that  " undreamed  of  ” industrial 
success  will  follow,  and  with  the  knowl- 
edge that  industrial  success  inevitably 
brings  about  inflation  and  high  cost  of 
living,  which  it  has  been  our  effort  to 
Mrrect,  what  does  such  a point  of  view 
as  Mr.  Schwab’s  mean  but  that  our  in- 
dustrial future  necessarily  will  be  a se- 
ries of  most  violent  actions  and  reac- 
tions— ^the  depths  of  depression  and  the 
heights  of  prosperity? 

When  inflation  of  prices  was  in  prog- 
ress bankers  and  economists  continually 
sounded  the  alarm  of  caution.  There  was 
nothing  to  fear  so  long  as  inflation  con- 
tinued, but  their  concern  was  based  on 
the  dangers  that  would  threaten  us  when 
the  inevitable  reaction  of  deflation  set  in, 


on  the  theory  that  the  higher  the  infla- 
tion the  moie  violent  would  be  the  re- 
action. The  Federal  Reserve  Board  pro- 
ceeded cautiously  and  by  easy  stages,  and 
it  was  probably  through  Its  warnings 
more  than  by  other  actions  that  the  in- 
flation movement  was  abated  and  the  de- 
flation process  begun.  Deflation  pro- 
ceeded in  on  orderly  way  with  hardly  a 
jar  to  our  banking  system ; in  fact,  our 
monetary  condition  steadily  improved  in 
respect  to  gold  reserves,  which,  natural- 
ly. was  highly  satisfactory  to  our  bank- 
ing authorities.  However,  there  does 
not  appear  to  have  been  any  account  or 
consideration  taken  of  general  industrial 
conditions. 

A banking  system  and  o medium  of 
exchange  are  intended  to  facilitate 
trade  and  to  serve  industry.  The  well- 
being of  industry  should  not  be  sacrificed 
in  order  that  our  banking  system  may 
reach  a condition  of  strength  of  reserves 
far  beyond  a reasonable  point  of  safety. 
In  restricting  bank  credits  to  strengthen 
gold  reserv’ea,  regardless  of  the  effect 
on  industry  and  production,  there  ap- 
pears to  have  been  overlooked  n serious 
element  of  danger  to  the  bonking  system 
fiom  impairment  of  bank  assets.  To 
explain:  What  we  use  as  money  for  ap- 
proximately 90  per  cent  of  exchanges  is 
bank  credits  or  bank  deposits.  The  latest 
Federal  Reserve  Board  report  indicates 
t>^  there  is  approximately  only  six 
cents  of  gold  to  every  dollar  of  bank  de- 
posits (the  minimum  reserves  call  for 
about  three  and  one-half  cents),  not- 
withstanding the  fact  that  almost  40  per 
cent,  of  the  gold  supply  of  the  world  is 
held  by  our  banking  system.  Ninety- 
four  cents  of  every  dollar  of  bank  de- 
posits Is  supported  by  bank  assets  which 
consist  largely,  directly  or  indirectly,  of 
goods  or  forms  of  wealth  which  are 
steadily  shrinking  in  market  value.  It 
is  therefore  obvious  that  protection  of 
bank  assets  is  as  vita)  or  more  so  than 
protection  of  our  gold  reserves. 

It  speaks  well  for  our  banking  system 
that  the  confidence  of  traders  in  the  abil- 
ity of  the  banks  to  meet  their  deposit 
liabilities  has  not  been  shaken.  It  would 
be  a catastrophe  from  which  we  would 
suffer  for  years  ahead  if  any  trouble 
started  which,  as  we  know,  would  be  so 
difficult  to  control.  It  must  not  be  pre- 
sumed that  because  our  banking  system 
so  far  has  withstood  the  strain  so  well 
that  there  is  no  danger  ahead.  During 
the  early  stages  of  deflation  it  was  ex- 
pected that  a period  of  secondary  infla- 
tion would  set  in.  This  hope  tended  to 
check,  to  some  extent,  demoralisation  of 
prices.  Such  a hope  now  seems  to  have 
been  dissipated  in  several  sections  of  the 
country  and  deflation  continues  relent- 
lessly with  the  result  that  recently  dis- 
cussion of  the  condition  of  banks  has  be- 
come a topic  of  general  conversation. 

In  contrast  with  the  element  of  danger 
- ' -”t* 


that  affects  our  deposit  money  because 
of  falling  values,  the  gold  reserve  posi- 
tion of  this  country  Is  almost  impreg- 
nable. The  condition  of  our  banking  sys- 
tem today  is  such  that,  without  Impair- 
ing the  established  minimum  reserves, 
60  per  cent  more  money  can  be  issued 
for  circulation  than  is  at  present  out- 
standing. 

If  any  action  can  be  taken  by  the  bonk- 
ing authorities  to  ehtek  the  continue*! 
falling  of  prices  and  oven  to  bring  about 
a period  of  inflation  as  a recess  In  the  de- 
flation movement,  it  would  scorn  most 
important  that  surh  action  be  taken,  not 
alono  to  protect  our  bank  deposit  monoy, 
but  to  relievo  the  distress  that  exists  to 
such  on  extent  in  the  country  today. 

Tho  Right  Honorable  Reginald  Mc- 
Kenna, Chairman  of  tho  London  Joint 
City  and  Midland  Bank,  LimltMl,  issued 
an  address  in  January,  1021,  to  the 
shareholders  of  that  bank  which  is  per- 
tinent to  this  discussion.  It  is  worthy 
of  note  that  (ho  attitude  ho  took  in  dis- 
cussing his  bank’s  operations  showed 
foremost  concern  for  tho  \^lfaro  of  tho 
industry  and  commerco  of ‘Great  Britain. 
Note  the  following  extracts: 

A high  hank  rate  and  a severe  re- 
striction of  credit  are  most  effective 
checks  to  speculation,  but  It  must  not 
be  ovorlooked  that  they  aro  no  less  cer- 
tainly a grave  impcdlmoi.t  to  legiti- 
mate business. 

In  dealing  with  inflation  of  the  kind 
with  which  we  arc  confront^*)  now, 
clear  money  and  a rigid  restriction  or 
credit,  so  far  from  proving  an  effrcUvo 
means  of  restoring  trade  to  a whole- 
some condition,  can  only  aggravate 
our  evils. 

A potiev  of  gradual  monotory  defla- 
tion, out  deflation  so  guanied  as  not  to 
interfere  with  produetlun,  is  a policy 
impossible  of  execution.  Trade  la  never 
good  when  prices  are  declining,  but  the 
c^sequenre  of  a continuous  fall  In 
smees  ootailcd  by  dear  money  and  re- 
striction of  credit,  and  accentuated  by 


It  is  generally  accepted  as  certain  that 
the  banking  authorities  can  cheek  Infla- 
tion and  start  deflation  nt  their  will  by 
withdrawal  of  money  from  circulation, 
but  it  cannot  be  stated  so  positively  thit 
inflation  can  be  brought  about  by  any 
action  of  the  banking  authorities.  Whils 
it  is  possible  for  them  to  withdraw 
money  from  circulation,  they  cannot  fore* 
additional  money  Into  circulation  except 
through  Governmental  expendituras. 
However,  there  is  every  reason  to  believe 
that  a reduction  In  interest  rales  will  re- 
sult In  an  increased  distribution  of  pur- 
chasing power. 

The  effect  of  lower  commercial  Interest 
rate*  would  be,  first,  that  bonds  and 
stocks  would  advance  lo  marifct  valua; 
new  Issues  of  Government,  railroad  or 
corporation  bonds  would  be  encouraged. 
To  some  extent,  at  least,  demands  wouui 
be  stimulated:  liquidation  and  consequent 
distribution  of  purchasing  power  would 
result. 


In  this  connection  tho  tlluaUon  in  Ger- 
many Is  particularly  Interesting.  The 
ruling  rate  on  her  Interior  commordal 
loans  has  been  6 per  cent,  in  comparison 
with  our  rate  of  7 per  cent  Germany’s 
pipductloo  proportionate  to  her  capacity 
ie  running  eunsiderably  higher  than  the 
procluc;tion  of  the  other  major  powera. 
As  our  unamployment  has  grown  Ger- 
many has  been  pulling  men  lo  work. 
The  solution  of  Gennany’s  problem- 
payment  of  her  reparatlon^llea  only  In 
tho  production  of  wealth  with  which  to 
pay.  Kor  policy  in  Issuing  monoy  freely 
at  low  interest  rates  regardless  of  any 
thought  of  redvmption  of  her  paper 
marks  on  tho  old  gold  basis  seems  so  far 
nt  least  lo  have  been  the  wise  courae  for 
her. 

A nation's  economic  strength  is  meas- 
ured by  Its  current  accumulation  of 
wealth,  which  means  a maximum  of  pro- 
duction with  a minimum  of  coniumptinn. 
Tho  maintenance  of  the  gold  standan). 
Important  as  It  Is,  should  be  secondary 
lo  tho  attainment  of  the  above  condl- 
tiona 

T^ITH  us,  fortunately,  wo  can  suppor 
' ' a considerable  Incrvuso  of  money  It 
cirrulatlon  resulting  from  lower  Intorvsl 
rates  and  stimulation  of  Industry  with- 
out eniiungering  the  maintenaneo  of  our 
gold  standard  basia 

Surely  a short  respite  from  the  dis- 
tressing consequences  of  doflotlon  will 
make  for  the  seourily  of  our  Itanklng 
system,  the  wall-being  of  our  people  nn<l 
ths  protoction  of  our  Industries,  and 
there  seems  to  be  no  good  reason  why 
the  means  for  relief  suggeslod  herein 
should  not  be  put  Into  effect  now. 

The  contention  that  the  sooner  valusa 
aro  forced  down  to  low  rvasunublo  levels 
the  better  off  we  will  be  does  not  take 
Into  account  the  fact  that  (hero  are  some 
commodities  snd  ssrvlces  (railroad 
rates)  which  at  best  will  take  a much 
longer  time  to  work  down  than  others. 
Surely  a completo  and  consistent  ra- 
adjustment  of  values  will  not  be  attained 
until  railway  labor  wages  and  freight 
rates,  coal  miners’  wages  and  coal  pricss, 
and  othsr  commodlUea  whose  eoiU  srs 
affoctad  by  tho  above  and  by  other  wags 
rates  artificially  maintain^  by  -union 
labor  demands,  have  rooched  a reason- 
able scale. 

The  prices  of  some  goods  have  already 
gone  to  levels  considerably  lower  than 
what  might  be  considered  an  average, 
mainly  due  to  overproduction  of  surh 
goods.  An  overproduction  of  ths  staple 
necsssitlee  of  life  Is  a healthy  condltloo 
The  farmer  should  not  be  forced  to  liqui- 
date his  crops  at  unreasonably  low 
prices,  for  the  effect  of  this  Is  apt  to  is- 
suit  in  subsequent  shortages  and  conse- 
quent higher  prices.  On  the  contrary, 
the  farmer  should  be  supported  by  nssd- 
ed  financing  at  reasonable  interest  rates 
to  secure  stability  rather  than  ezeeuive 
fluctuation  In  prices.  'Hie  actual  con- 
sumption of  foodstuffs  is  practically  con- 
stant Forced  liquidation  will  not  result 
in  greatsr  curreot  consumpUofl.  In  ad- 
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vocaUng  that  a period  of  secondary  in- 
flation be  brought  about,  is  the  beUef 
that,  if  wisely  controlled,  it  will  d«A  re* 
tard  the  general  deflation  movement 
There  is,  however,  a practical  diffi- 
coHy  in  potting  lower  commercial  inter- 
est rates  into  effect  The  Federal  Re- 
serve Board,  by  advancing  its  redis- 
count rates,  practically  compels  an  ad- 
vance in  rates  of  commercial  loans,  but 
the  reverse  of  this  docs  not  hold  under 
the  present  system.  The  rediscount 
rates  of  the  Federal  Reserve  Banks  have 
been  reduced  from  7 to  6 per  cent.,  and 
now  to  6 '/i  per  cent,  with  hardly  any 
noticeable  drop  in  commercial  rates. 
The  main  difficulty  lies  in  the  fact  that 
apparently  most  bankers  look  upon  re- 
discounting as  an  emergency  facility 
rather  than  the  common  and  regular 
practice  of  the  future.  The  figures  of 
the  banks  taken  in  the  aggregate  show 
that  we  cannot  expect  undet  any  con- 
ceivable condition  of  business  that  the 
money  needs  of  the  country  can  be  sup- 


plied without  recourse  to  rediscounting 
on  the  part  of  some  of  the  member  banks 
at  least 

Under  the  old  national  bank  system 
each  bank  carried  its  own  share  of  re- 
serves, and  when  they  had  any  excess 
of  reserves  they  had  loanable  funds  for 
which  they  sought  investment  and  there- 
fore there  was  competition  between 
banks  which  tended  to  force  down  inter- 
est rates.  When  the  Federal  Reserve 
System  was  put  into  operation  the  na- 
tional banks  turned  over  to  the  Federal 
Reserve  Banks  the  greater  portion  of 
their  reserves  on  the  condition  that  they 
could  borrow  from  the  Federal  Reserve 
Banks  the  reserve  they  needed  from  time 
to  time  by  the  rediscounting  of  accept- 
able paper.  Under  the  old  system,  when 
money  was  “ tight  ” with  some  banks 
and  they  were  forced  to  borrow  from 
their  correspondent  banks,  their  condi- 
tion was  rightly  looked  upon  as  over- 
extended. ThLs  traditional  feeling  is  no 
doubt  the  basis  for  the  prejudice  of 


bankers  today  against  rediscounting  from 
Federal  Reserve  Banks. 

Further  experience-  with  the  Federal 
Reserve  System  under  normal  conditions 
will  no  doubt  dissipate  this  idea.  Bank- 
ers will  see  in  time  when  good,  safe  in- 
vestments or  loans  are  available,  and 
they  have  no  excess  reserves  that  it  will 
be  profitable  and  proper  to  make  such 
loans  at  rates  no  higher  than  the  Fed- 
eral Reserve  rates  by  rediscounting  to 
obtain  needed  reserves.  Until  that  time 
is  reached  when  commercial  rates  follow 
sensitively  and  automatically  the  Federal 
Reserve  rediscount  rates  there  should  be 
some  practical  means  provided  to  com- 
pel lower  commercial  interest  rates  if  the 
Federal  Reserve  Board  holds  that  lower 
rates  are  best  for  industry. 

Granted  that  it  is  possible  to  control 
general  and  wide  fluctuations  in  values 
by  variations  in  commercial  interest 
rates  except  when  trade  is  violently  dis- 
turbed by  large  Government  expendi- 
tures, is  it  wise  and  safe  to  trust  any 


Government  agency  with  such  broad  and 
important  powers?  If  natoral  laws,  such 
as  the  law  of  supply  and  demand,  would 
operate  automatically  and  properly  to 
adjust  rates,  then  onquestionably  it 
would  be  better  to  minimise  Govern- 
ment control  over  rates,  but  the  estab- 
lishment of  the  Federal  Reserve  System 
caused  the  consolidation  and  monopoly^ 
of  reserves  under  the  control  of  a Gov- 
ernment agency  which,  therefore,  of  ne- 
cessity must  adjust  rates  to  conditions. 

For  the  same  reason  that  money  is  pro- 
vided by  the  Government — to  serve  in- 
dustry— ^the  terms  on  which  money  is 
made  available  to  traders  should  be  con- 
trolled by  the  Government  and  deter- 
mined by  considerations  of  the  best  in- 
terests of  the  country. 

The  Federal  Reserve  Boaid  today  in- 
herently has  the  supreme  responsibility 
for  re-establishment  of  stable  industrial 
conditions,  and  it  is  a broader  responsi- 
bility than  that  of  merely  protecting  the 
gold  basis  of  our  monetary  system. 


General  Business  and  Crop  Conditions 


Ylillliltlililiin^HE  Summer  solstice 
■I’  ■ ■ ■ C entire 

[ y ^ t country  waiting  cx- 

[ f ^ E pcctant  upon  the 

I I t=  outcome  of  the  crops 

r I H making  fur- 

[ ^ ther  ventures  for 

the  remainder  of  the 
year.  So  far,  on  the 
’ whole,  matters  have 
gone  well  in  ways  agricultural,  despite 
serious  damage  in  certain  sections,  most- 
ly to  wheat  and  oats,  and  many  more 
rumors  of  further  damage,  largely  un- 
founded. The  sometime  wild  fluctuations 
in  the  grain  pit  of  8 to  Ifl  cente  per  day 
in  wheat  hod  usually  no  surer  founda- 
tion than  the  gamblers  on  shoe  string 
margins  taking  counsel  with  their  hopes 
and  their  fears. 

At  this  moment,  it  seems  more  than 
likely  that  there  will  be  plenty  of  small 
grains  the  coming  year  for  domestic 
needs  and  a fair  amount  for  export,  The 
grain  markets  in  the  long  run  have  re- 
fused so  far  to  be  more  than  temporarily 
stampeded  by  talcs  of  possible  shortage 
in  wheat,  and  in  so  doing  they  apparent- 
ly shared  the  opinion  held  by  many  that 
there  is  more  wheat  in  the  country  than 
official  figures  indicate.  The  seeming 
inclination  of  the  fa''/ner  to  market  the 
now  crop  at  prevailing  prices  gives  fur- 
ther color  and  substance  lo  this  belief. 
The  corn  crop  looks  like  a very  large  one 
despite  reductions  from  earlier  promised 
yields  by  drought  in  some  sections,  more 
paricularly  east  of  the  Mississippi  River. 
There  will  be  plenty  of  feed  and  forage 
for  livestock,  which  is  a more  fortunate 


By  Archer  Wall  Douglas 


matter  for  the  cattle  raisers,  especially 
the  feeders,  who  thus  may  be  enabled  to 
crawl  out  of  the  slough  of  despond 
which  has  been  their  abiding  place  for 
many  weary  months.  Also  at  the  present 
prices  of  corn,  hogs  at  today’s  figures 
are  a profitable,  instead  of  a losing,  ven- 
ture. 

The  secondary  crops,  and  there  is  a 
long  list  of  them,  are  in  sufficient 
volume,  even  if  not  record  breakers. 
Their  very  great  importance  in  the  gen- 
eral scheme  of  agricultural  things  is 
but  little  understood  or  realized.  In  the 
western  sections  of  the  Great  Plains 
States,  were  it  not  for  Kafir  corn,  Sudan 
gross,  alfalfa  and  the  like,  there  would 
be  but  little  agriculture  and  a much 
smaller  measure  of  livestock.  So  in  the 
South,  the  harvesters  of  cane  syrup  and 
sweet  potatoes  are  lifesavera  to  the  cot- 
ton farmers  who  cannot  afford,  under 
present  conditions,  to  buy  expensive  food 
products.  The  crops  everywhere  will  be 
the  cheapest  raised  in  several  years  and 
the  most  industriously  and  efficiently 
cultivated. 

Many  phases  of  the  industrial  world 
arc  still  in  the  throes  of  liquidation, 
while  the  farmer  has  gotten  down  to 
brass  tacks  in  everything  concerning  his 
own  efforts,  and  is  standing  now  on  the 
hard  pan  of  rigid  economy  and  intelli- 
gent industry.  Also,  he  is  determined 
to  solve  his  abiding  problems  if  co-opera- 
tion and  team  work  will  bring  it  about. 
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The  crop  situation  still  hangs  depend- 
ent on  the  weather  map  for  its  fruition. 
Rains  have  been  mostly  in  the  fo.m  of 
local  thunder  showers,  and  while  very 
general  in  the  past  thirty  days,  have 
been  extremely  scattered.  One  section 
has  its  crops  made  and  is  most  cheerful 
— while  its  next-door  neighbor  had  only 
drought  and  blazing  sunshine  for  its  por- 
tion, and  has  but  little  to  show  for  all  its 
planting  and  cultivation.  So  business  in 
the  agricultural  sections  will  be  a most 
checkered  affair  in  many  States  for  the 
next  twelve  months,  and  full  of  all  sorts 
of  contradictions. 

Industrial  life  is  still  moving  slowly, 
only  there  is  much  difference  between 
the  various  lines.  Leather  and  rubber 
goods  seem  to  have  had  theirs,  and  are 
slowly  climbing  upwards.  So  are  some 


forms  of  textiles — while  some  lines  of 
metals  are  not  altogether  sure  as  to 
whether  or  not  they  have  struck  bottom. 
The  automobile  industry  is  likewise  on 
the  way,  with  occasional  recessions,  but 
everybody  does  not  seem  to  have  yet 

Building  and  construction,  while  better 
and  slowly  improving,  have  that  heart 
sickness  which  comes  of  a great  oppor- 
tunity missed,  that  of  a vigorous  con- 
structive season,  and  must  wait  till 
another  Spring  for  the  full  fruition  of 
their  hopes. 

Everywhere  there  is  general  hope  and 
belief  that  with  the  gathering  of  the 
crops  there  will  come  greater  purchasing 
power  to  the  farmer.  And  that  tiie  many 
constructive  plans,  private  and  official, 
for  the  betterment  of  affairs,  will  gradu- 
ally assume  definite  form  and  shape  and 
be  the  prelude  to  a slow  and  gradual,  but 
sustained  upward  movement. 


Trade  Opportunities  in  India 


IF  American  exporters  are  willing  to 
fight  for  the  new  market  in  India 
which  they  developed  during  the  war 
they  have  a good  chance  of  keeping  it  is 
the  opinion  of  R.  Stuyvesant  Pierrepont, 
Director  of  the  Bank  of  America,  who 
has  just  returned  from  a several  months’ 
tour  of  India. 

Conditions  for  imports  from  the  "Unit- 
ed States  will  grow  increasingly  favora- 
ble during  the  coming  years  as  exchange 
differences  clear  away.  As  compared 
with  pre-war  trade  between  the  United 
States  and  India  last  year’s  proportion 
of  India’s  trade  was  more  than  doubled. 

Japan  is  the  strongest  immediate  com- 
petitor for  this  new  business.  In  1913-14 
6.2  per  cent  of  India’s  total  trade  (ex- 
port and  import)  was  with  the  United 
States.  In  1919-20  this  proportion  wa.'i 


up  the  428  per  cent,  increase  in  value 
of  American  exports  from  the  pre-war 
year  to  last  year.  Other  products  in 
which  India’s  imports  from  the  United 
States  were  markedly  increased  were 
electrical  instruments,  railroad  equip- 
ment, rubber  products  (chiefly  tires), 
hardware  and  condensed  milk.  It  is  in 
these  fields  that  American  manufac- 
turers can  improve  their  position,  if  they 
fight  hard  and  intelligently  for  the  trade. 

The  big  reason  why  American  manu- 
facturers should  make  determined  efforts 
to  strengthen  their  Indian  trade  is  that 
steady  industrial  development  of  India 
in  the  coming  years  is  assured,  pro- 
vided there  are  no  serious  political 
troubles.  This  means  that  India  will  be 
a rapidly  growing  market  for  many  in- 
dustrial products,  the  demand  for  which 


increased  to  13.8  per  cent  In  the  pre-  will  be  stimulated  through  the  increased 


year  6.4  per  cent,  of  India’s  trade 
was  with  Japan,  while  in  1919-20  this 
percentage  had  increased  to  12.3.  The 
United  Kingdom’s  share  of  India’s  trade 
in  the  same  years  decreased  from  40.7  to 
37.7,  and  that  of  the  whole  British  Em- 
pire from  52  to  51  per  cent 
Last  year,  howefer,  the  Japanese  lost 
ground  owing  to  the  business  collapse  in 
that  country.  TTie  value  of  all  trade  be- 
tween India  and  Japan  increased  only 
5 per  cent  from  1918-19  to  1919-20,  while 
Japan's  share  decreased  from  14.9  per 
cent  to  12.3  per  cent.  The  United  States, 
on  the  other  hand,  increased  its  exports 
to  India  by  56  per  cent  in  that  year,  and 
its  imports  from  India  by  46  per  cent,  its 
share  increasing  from  11.7  to  13.8  per 

Iron  and  steel,  mineral  oil,  automobiles 
and  cycles  and  machinery  and  millwork 
were  the  principal  products  which  made 


purchasing  power  of  the  Workers  and 
their  rising  standards  of  living. 

Demand  for  foreign  iron  and  steel  will 
increase  in  spite  of  the  fact  that  India 
is  developing  its  own  iron  and  steel  in- 
dustry. Such  Indian  industries  as  the 
great  Tata  steel  mills  are  showing  pow- 
erful and  able  enterprise,  yet  the  need 
for  iron  and  steel  will  grow  beyond  their 
capacity  because  the  use  of  steel  always 
multiplies  the  demand  for  iti 

American  automobiles  are  in  a partic- 
ularly favorable  position.  The  nature  of 
the  roads,  as  Mr.  Pierrepont  observed 
them,  allows  American  ears  to  prove 
their  superiority  and  the  Indian  buyers 
appreciate  the  fact. 

While  present  business  conditions  are 
depressed  in  India,  as  in  all  other  eoon- 
trics,  her  large  exports,  which  are  usua!-' 
ly  in  exc^  of  imports,  should  promptly 
restore  her  purchasing  power. 


New  York,  Monday.  July  25,  l$2l 


THE  AN N A L I S T 


Effect  of  New  Fordney  Bill  on  Canadian  Trade 


y liTTiniiniirrtl^  here  U litu*  r«*son 
r to  doobt  that  the  ef- 
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= redoce  very  serious* 
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Canada,  the  former's 
second  best  customer. 
Considering  its  effects  on  the  basis  of 


By  W.  G.  Cates 


tion.  Quite  recently  the  Department  of 
State  issued  instructions  to  American 
Consuls  in  Canada  to  do  everything  in 
their  power  to  assist  in  righting  the  rate 
of  exchange  between  the  two  countries. 
The  Consuls  were  also  asked  to  assist 
Canadians  to  market  goods  in  the  United 
States  in  order  that  they  might  have 
more  funds  wherewith  to  buy  American 
goods.  The  advice  is  excellent,  but  Amer- 
ican consular  agents  can  do  very  little 
to  comply  with  the  instructions,  a high 
wall  having  been  erected  against  the 
greater  portion  of  the  things  that  Can- 
ada has  sold  moat  to  the  United  States. 

It  is  true  that  in  some  quarters  the 
opinion  prevails  that  this  year  the  duly 
on  wheat  will  not  adversely  affect  Can- 
ada very  much,  the  reduced  yield  in  other 
portions  of  the  world  assuring  alloma- 
tive  markets.  But  even  if  this  should 
turn  out  to  be  the  case,  it  would  only 


last  year’s  trade  figures,  the  duties  will 
be  increased  on  more  than  $225,000,000 
worth  of  Canadian  exports,  making  it 
that  much  more  difficult  to  offset  im- 
ports from  the  States,  which  last  year 
reached  $800,000,000  approximately. 

Exports  from  the  United  States  to 
Canada  exceeded  exports  from  Canada 
into  the  United  States  by  approximately 
$300,000,000  last  year,  and  this,  together 
with  a falling  exchange  rate,  which  went 
against  Can^a  at  one  time  to  the  ex- 
tent of  19  per  cent,  made  trade  diffi- 
cult even  with  the  lengthy  free  list  of 
the  Underwood  tariff.  What  can  be  ex- 
pected  when  it  is  proposed  to  shut  out,  value  of  Can- 

if  possible,  nine-tenths  of  the  value  of  exports  to  the  United  States  lost 

Canada’s  agricultural  exports  to  the  Another  $125,000,000  worth  of  ex- 

United  States?  ^ affected. 

v'n.  _*  j u probable  effect  of  the  proposed 

Advantages  hitherto  possessed  by  the  inncr  i . i.-,-.  . . 

K.  V..  Canada’s  ability  to  buy  Amer- 

ican commodities  will  possibly  be  better 
appreciated  by  a few  particulars  show- 
ing the  range  of  Canadian  exporta  af- 
fected. A blow  directed  at  exports  of 
Canadian  agricultural  products  hits  Can- 
adp  in  a vital  spot,  for  about  54  per  cent, 
of  her  export.<v  last  year  were  of  this  na- 
ture. Of  the  $620,000,000  worth  of  pure- 
ly farm  products  exported  last  year 
the  new  Fordney  tariff-  will  directly  af- 
fect $175,000,000.  And  the  tariff  wall 


Americans  will  be  offset  now  by  price 
differences.  Contiguity,  a natural  quick- 
ness to  understand  the  needs  of  a people 
similar  in  thought  and  aspiration,  and 
living  next  door  and  under  similar  cli- 
matic conditions,  and  a widely  circulated 
periodical  literature  have  b^n  tremen- 
dous advantages  which,  the  United  States 
seems  now  about  to  jeopardize.  The  im- 
portance of  a free  market  for  Canadian 
exports  in  the  United  States  as  a means 
of  stimulating  in  return  exports  to  Can- 
ada seems  to  have  been  ignored.  Since 
the  signing  of  the  armistice  Canada  has 
continued  to  buy  heavily  from  the  Re- 
public, although  it  had  been  thought  that, 
with  no  further  need  of  materials  enter- 
ing into  war  munitions,  imports  from 
the  United  States  would  decline  to  some- 
thing like  pre-war  figures.  But  they 
have  not. 

Removal  of  the  7%  per  cent  customs 
war  tax  last  year  helped  to  stimulate 
imports  from  the  United  States,  but  the 
chief  explanation  lies  in  the  fact  that 
increased  exports  to  the  United  States 
made  it  possible  for  Canada  to  buy  more 
heavily  than  she  otherwise  could  have 
done.  For  one  thing,  they  kept  the  rate 
of  exchange  from  going  even  higher  than 
it  has.  If  the  Unit^  States  is  to  continue 
to  sell  as  freely  to  Canada  as  in  the  past 
it  is  evdb  more  necessary  now  that  Can- 
ada should  be  able  to  sell  freely  to  the 
United  States  than  it  was  before  the 
great  war.  Before  the  middle  of  1914  on 
excess  of  imports  from  the  United  States 
amounting  to  even  as  high  as  $300,000,- 
000  a year  did  not  affect  exchange  be- 
tween the  two  countries,  for  Canada  al- 
ways had  a large  surplus  of  exports  to 
other  countries,  the  proceeds  of  which 
were  applied  to  the  settlement  of  the 
balance  in  favor  of  the  United  States. 
Moreover,  Canada  was  than  a very  heavy 
*borrower  in  the  United  Kingdom.  But 
such  a situation  no  longer  exists.  It  is 
true  that  exports  to  the  United  King- 
dom still  exceed  imports  therefrom  in 
value,  but  the  favorable  balance  is  not  as 
large  as  it  used  to  be,  if  for  no  other 
reason  than  that  sterling  is  at  a dis- 
count. Besides.  Canada  cannot  now  bor- 
row in  the  British  market  The  result  is 
that  Canada  and  the  United  States  must 
settle  their  accounts  in  a much  more  di- 
rect manner;  that  is  to  say,  unless  the 
exchange  rate  is  to  become  almost  pro- 


against  these  seems  to  be  so  high  as  to 
render  it  impossible  to  surmount  The 
Canadian  fisheries  will  also  be  very  hard 
hit.  though  estimates  vary  as  to  the  ac- 
tual degix<e.  The  value  of  those  exports 
to  the  United  States  last  year  was  in  ex- 
cess of  $15,000,000,  and  it  is  probable 
that  $12,000,000  will  be  affected.  Of 
course  it  is  possible  that  the  demand  for 
fish  may  bo  so  strong  that  the  American 
public  may  have  to  pay  the  duty  in  the 
form  of  increased  prices,  but  this  is  not 
the  expccUtion.  How  hard  the  lumber 
industry  will  bo  hit  depends  on  devel- 
opments. The  value  of  products  directly 
affected  may  be  put  at  $18,000,000,  but 
if  the  proposal  is  carried  out  to  put  a 
duty  on  similar  Canadian  products  un- 
less the  duty  on  American  plonks,  boants 
and  deals  is  repealed  another  $45,000,000 
of  products  will  be  inrolved.  Of  course 
the  situation  in  so  far  os  this  is  con- 
cerned may  be  straightened  ouL 

The  Canadian  pulp  and  paper  indus- 
try, despite  the  several  provisions  in  the 
bill  authorising  the  President  to  impose 
dutios  on  these  products  when  imported 
from  countries  that  impose  restrictions 
of  any  kind  on  the  export  of  pulp  or 
pnpcr-inuking  mnterioU.  is  unlikely  to  be 
very  seriously  affected.  The  value  of 
products  directly  involved  may  bo  placed 
at  $3,000,000,  Were  the  President  to  act 
os  authorised  $100,000,000  worth  of  prod- 
ucts would  be  Involved,  but  this  is  a 
matter  that  may  be  viewed  with  more 
concern  by  the  publishen  of  the  United 
States  than  by  the  Canadian  branch  of 
this  industry. 


The  Legislative  Week 


WASHINGTON.  July  23. 
Special  Cftrrcaptmdenee  of  The  Aititaliiil. 
rpHE  first  tariff  bill  written  by  a 
Republican  Ways  and  Means  Com- 
mittee since  the  Payne-Aldrich  measure 
in  1909,  passed  the  House  after  many 
changes  had  been  made  that  tend  to 
make  it  less  radical  in  its  protective  fea- 
tures. Hides,  cotton,  oil  and  asphalt 
were  placed  on  the  free  list 

There  are  several  new  features  in  the 
bill,  such  as  an  American  valuation  on 
imports  in  place  of  a foreign  valuation, 
which  has  always  been  the  rule  in  all 
other  tariff  bills.  This  valuation,  ob- 
jected to  by  customs  authorities  and  im- 
importers,  was  placed  in  the  measure,  its 
framers  say,  to  overcome  the  difference 
in  exchange  rates. 

In  keeping  with  the  tariffs  of  many 
other  countries,  the  new  bill  contains 
three  reciprocal  propositions,  which  will 
permit  of  a modification  of  the  schedules 
operating  so  strenuously  against  the 
countries  that  treat  the  United  States 
with  consideration  and  do  not  seek  to 
enact  retaliatory  tariff  schedules. 

Tariff  legislation  may  be  delayed 
many  months,  if  the  expected  opposition 
from  President  Harding  to  passing  a 
tariff  bill  ahead  of  taxation  revision 
materializes.  The  bill  to  revise  the  war 
tax  laws,  which  are  a heavy  burden  on 
business  and  are  preventing  expansion 
of  business  activity,  will  be  prepared  by 
the  Ways  and  Means  Committee  imme- 
diately. Conferences  were  held  with  the 
Secretary  of  the  Treasury  this  week,  and 
it  is  believed  that  the  committee  will 
follow  pretty  closely  the  ideas  of  tho 


hibitive,  then  exports  most  approximate  Treasury  experts  in  writing  the  bllL 
to  imports.  But  how  can  the  rate  of  ex-  It  is  generally  expected  that  the  bill 
change  be  kept  in  check  if  40  per  cent  of  will  be  rushed  through  the  House  in  the 
the  value  of  all  that  Canada  exported  to  next  two  or  three  weeks  and  that  it  will 
the  United  States  last  year  is  to  be  shut  reach  the  Senate  before  the  Finance 
Committee  concludes  hearings  on  the 
Unquestionably  this  feature  of  the  sit-  tariff  bilL  Since  the  Finance  Committee 
nation  appeals  strongly  to  at  least  one  has  already^gone  over  taxation  revision, 
department  of  the  Federal  Administra-  it  will  not  be  necessary  to  hold  hearings. 


In  the  special  session,  forty-eight  bills 
hove  pasNcil  l»lh  Houses  and  become 
inw!i.  That  is  u bill  every  two  days  since 
tho  Congress  has  been  in  scHton.  U 
does  not  include  bills  in  conference  or 
twenty-ono  important  bills  that  have 
passed  the  House,  not  including  private 
pension  bills.  Among  tho  bills  that  have 
become  laws  are  such  important  men- 

The  emergency  Uiriff  on  ugrteul- 
tural  products; 

The  ImmfgroUon  Restriction  bill; 

The  bill  providing  for  a budget 
system ; 

The  peace  resolution; 

The  Naval  Appropriation  bill,  on 
which  was  saved  $86,000,000  below 
the  sum  carried  by  the  same  bill  in 
the  closing  days  of  the  last  Con- 
BTess; 

*^e  Army  Appropriation  bill, 
which  reduced  the  army  to  160,000 
men  and  reduced  the  appropria- 
tion $16,000,000  below  what  the  bill 
carried  when  pockot-votoed  by  Presi- 
dent Wilson  because  it  was  too  low; 

The  bill  making  provision  for  an 
additional  Treasury  deposit  of  $26^ 
00^000  for  the  farm  loan  boaid. 

'The  bill  to  facilitate  the  organiza- 
tion of  corporations  to  promote  ex- 
port trade; 

The  bill  providing  for  a much- 
needed  consolidation  of  independent 
tel^hone  companies; 

Tne  bill  to  provide  machinery  for 
the  authorized  landing  of  submarine 
cables. 

Bills  that  have  passed  both  Houses  and 
are  now  In  conference,  or  in  a condition 
to  go  to  conference,  are  the  so-called 
Packers'  bill  and  the  bill  extending  the 
Federal  Road  act  so  as  to  give  the  public- 
land  States  additionsi  credits  and  allow- 
ances under  Federal  road  appropriations, 
to  provide  for  the  maintenance  of  high- 
ways. 

Among  the  twenty-one  important  bills 
that  have  passed  the  House  are; 

The  Fordney  Tariff  bill; 

A bill  providing  for  a complete 

,CooUou«0  on  foUowliis  Pss* 


Manufactured  products  will  be  hit  to 
an  extent  that  was  hardly  considered 
probable.  Indeed,  if  to  their  value 
added  that  of  non-ferrous  minerals,  the 
total  will  amount  to  more  than  $30,000,- 
000.  Tho  effect  hero  will  be  quite 
marked,  for  in  respect  to  a number  of 
those  producU  it  wilt  be  very  difficult 
to- procure  an  alternative  market  It  la 
recognized  that  in  the  effort  to  keep 
out  a number  of  producU  from  certain 
low-cost  production  countries,  such  as 
Germany,  it  could  not  be  otherwise  than 
that  these  Canadian  producU  should  also 
be  affected, 

From  the  foregoing  it  seems  quite  evi- 
dent that  no  other  country  will  feel  so 
severely  the  effecU  of  the  now  tariff 
as  will  t'anuda.  and  the  rather  singular 
feature  is  that  this  should  be  the  United 
States'  second  best  customer,  and  the  one 
that  holds  out  prospecU  of  becoming  the 
most  fruitful  trade  field  for  Americans. 

X^IIILE  the  several  refernnees  looking 
* * to  the  opening  of  negotiations  for  a 
freer  exchange  of  produeeU  between  the 
two  eountrios  would  st>om  to  indieato  that 
Uio  prospecU  for  the  negotiating  nf  a rec- 
iprocity treaty  'are  fairly  gootl,  sUlI  It 
may  be  pointed  out  tliat  such  a iiioas- 
uro  which  does  not  carry  with  it  quite 
n free  list  of  ogricuUural  producU 
would  be  of  very  little  value  to  Canada. 
Undoubtedly  the  sentiment  in  favor  of 
reciprocity  Is  stronger  in  this  country 
than  it  has  been  at  any  time  sines  1911, 
and,  if  anything,  will  increase  in 
strength,  but  there  is  a fear  that  if  en- 
trance into  such  an  arrangement  is  con- 
dlllontd  on  the  ground  that  the  Pravineea 
be  restrained  from  placing  export  re- 
strictions on  pulp  wood  cut  on  Crown 
lands  the  prospect  Is  not  bright.  It  is 
difficult  to  see  how  tho  Dominion  Gov- 
ernment could  restrain  the  action  of  the 
Provinces  in  such  a matter  any  more 
tlmn  tho  Fixloru!  Government  of  tho 
United  Rtulos  could  restrain  a Stuto 
from  doing  anytliing  timt  it  is  empow- 
ered to  do  under  the  Constitution. 

This  feature  of  tho  altuation  belongs 
to  the  future.  Tlio  fact  U that  more  Uiun 
$226,000,000  worth  of  Canudlan  oxporU 
are  affected  by  tho  now  Fordney  meas- 
ure. and  of  these  $170,000,000  are  now 
shut  out  quite  effectually  through  the 
" emergency  *'  legislation.  As  ths  first 
mentioned  amount  Is  equal  to  27  per  cent, 
of  the  value  of  all  Canada's  exports  lost 
year,  it  Is  quits  evident  to  whot  extent 
her  ability  to  buy  American  commodities 
will  be  reduced.  Compared  with  this  new 
tariff  the  effect  of  the  McKinley  tariff 
on  Canadian  trade  was  as  nothing.  Un- 
fortunately It  has  come  st  a time  when 
both  countries  apporontly  went  buslneu 
most,  and  at  a time  when,  through  the 
rate  of  exchange  and  the  revival  of  in- 
dustry among  the  nations  of  Europe, 
both  ore  oelng  thrown  more  on  the  mar- 
kets of  this  eontinent. 
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Alcohol  as  Raw  Material 


LCOHOL  a«  a ) 
— tcnal  entering  i 


By  /okn  Walker  Harrington 


the  making  of  thou- 
^ sands  of  products 
E}  has  a place  in  the 
3 business  of  the 
3 country  which  has 
escaped  tho  notice 
of  many  persons 
who  think  of  its  re- 
lation only  to  that  interesting  social  ex- 
periment— prohibition. 

Assuming  that  o.s  a beverage  the 
volataile  spirit  is  the  wicked  Mr.  Hyde 
which  its  foes  say  it  is,  alcohol  as  a 
chemical,  .solvent  and  material  is  al.so  a 
Dr.  Jekyll  which  can  be  put  to  thou- 
sands of  beneficent  uses.  As  a source  of 
chemical  action  and  reaction,  and  of 
heat,  light  and  power,  it  has  a place 


the  United  States.  She  was  employing 
it  a.«i  a solvent  in  her  huge  dye  and  chem- 
ical works  and  in  the  manufacture  of 
medicinal  products.  When  the  war  came, 
every  one  knows  how  quickly  she  turned 
her  chemical  and  pharmaceutical  plants 
into  the  making  of  poison  gas  and  high 
explosives,  and  how  all  her  reserve  stocks 
of  potato  spirit  went  into  her  vast  mili- 
tary emprise. 

Those  who  realize  the  value  of  alcohol 
in  the ‘industries  express  great  disap- 
pointment that  the  use  of  alcohol  for  the 
ncc(k  of  the  manufacturerer  was  not 
more  encouraged  after  the  armistice. 
When  prohibition  went  into  effect,  many 


the  country  in  which  alcohol  was  made 
on  a large  scale  for  non-beverage  pur- 
poses slowed  down.  It  is  now  estimated 
that  63  per  cent,  of  those  plants  have 
been  junked  or  scrapped.  This  is  greatly 


tho  industrial  and  commercial  world  chemists  and  publicists  predicted  that 
which  was  overlooked  by  legislators  to  there  would  be  more  alcohol  used  for 
a large  extent.  In  fact,  the  recognition  non-bevorage  purposes  than  ever  before, 
of  alcohol  as  a ncce'tsity  in  mitnufacture  How  greatly  they  were  in  error  in  that 
was  overlooked  by  the  framers  of  the  respect  is  shown  by  the  table  showing 

Volstead  act  until  a very  late  date,  and  consumption  of  denatured  ethyl 

the  provisions  regulating  its  unquestion-  alcohol  since  the  passage  in  l'J07  of  the 


ably  legitimate 
suggc.stion  of 
Revenue  Bureau. 

Although  much  is  now  on  the  statute 
book.<>  giving  the  users  of  induKtrial  alco- 
hol more  scope,  they  arc  still  laboring 
under  a considerable  disability  because 
of  what  they  consider  too  drastic  or  too 


nation,  cither  in  their  capacity  as  manu- 
facturers or  as  advisers  to  large  indus- 
tries, more  or  les.s  under  chemical  con- 
trol, in  which  alcohol  is  such  a necessity 
that  the  restriction  of  its  use  is  con- 
sidered by  them  a menace  to  national 
prosperity  and  a handicap  to  industry 
and  business. 

It  had  been  the  ardent  hope,  not  only 
of  chemists,  but  of  Government  officials, 
and  it  had  been  for  years,  that  the  em- 
plo>fment  of  alcohol  for  chemical,  medi- 
cinal and  mechanical  purposes  would 
va.stly  increase  in  the  United  States. 

John  G.  Capers,  when  Commissioner 
of  Internal  Revenue,  made  i 
Europe  in  1908  to  study  the  industrial 
alcohol  situation  there.  He  returned  i 


act  vchich  authorized  i 
tax  levied  upon  spirits  to  be  taken  as  a 
beverage. 

A S indicated  in  the  accompanying 
graph,  the  figures  for  the  use  of  the 


Year. 

1907  .. 

1908  . 

1909  .. 

1910  ., 

1911  .. 

1912  . 

1913  .. 

1914  .. 
1916  .. 

1916  .. 

1917  .. 

1918  .. 

1919  .. 

1920  .. 


Measured 

Gallons. 

. 1,780,000 
. 3,321,000 
. 4,656,000 
. 6,079.000 
. 6,881,000 
. 8,096,000 
. 9,832,000 
. 10,405.000 
. 13,986,000 
. 46,679,000 
. 66,680,000 
. 60,163,000 
. 38,271,000 
. 28,836,000 


nient  of  those  regulations  which  pro- 
vided for  denaturing  alcohol — that 
mixing  the  pure  grain  spirit,  or  ethyl 
alcohol,  with  substances  which  made  i 
unfit  for  human  potations. 


hoi  " for  external  i 
One  of  the  most  oppressive  drawbacks, 
md  one  of  which  manufacturing  chem- 
ists complain  bitterly,  is  that  regulation 


ton  of  mustard  gas,  for  instance,  required  the  ingredients  of  the  final  product 
r>  of  alcohol  in  the  making.  This  would  entail  practically  the  employ- 

of  hundreds,  if  not  thousands,  of 


After  the  armistice  the  distilleries  of 


deplored  by  chcniicql  engineers,  because 
of  their  belief  that  the  production  of 
alcohol  on  a large  scale  and  in  such 
quantities  as  were  produced  during  the 
war  would  bring  down  the  price  of  non- 
beverage alcohol  to  so  low  a figure  that 
it  could  be  used  for  many  mechanical 
purposes  and  for  manufacturing  pur- 
The  figures  here  given  are  in  wine  or  poses,  and  as  a substitute  for  gasoline 

measured  gallons,  while  the  proof  gal-  and  other  petroleum  fuel.  It  is  believed 

Ions,  in  which  spirits  are  generally  esti-  that  so  large  a volume  of  alcohol  as  that 

mated,  would  be  approximately  twice  produced  in  1917  could  readily  be  em- 

ardent  advocate  of  the  utilization  of  the  number  of  standard  gallons.  It  will  ployed  by  the  industries,  if  the  Govem- 

spirits  in  industry  and  os  a fuel.  He  ^ that,  as  soon  as  the  use  of  in-  ment  were  more  lenient  in  the  laws  regu- 

hod  much  to  do,  in  fact,  with  the  enact-  dustrial  alcohol  was  permitted,  the  de-  lating  the  production  and  sale  of  alco- 

mand  for  it  steadily  rose.  The  high  point 
s reached  in  1917,  when  there  was  an 
extraordinary  demand  for  alcohol  to  be 
the  manufacture  of  high  ex- 

plo.sives,  such  as  smokeless  powder  and  which  provides  that  grain  alcohol,  taken 
“ We  cannot  hope,"  wrote  Mr.  Capers  making  of  poison  gases.  Every  out  of  bond,  shall  be  mixed  with 

in  a letter  to  Harper’s  Weekly,  " to  at-  =-‘- 

tain  the  full  development  of  success  of 
the  production  of  denatured  alcohol 
which  is  peculiar  to  Germany — for 
several  reasons.  In  the  first  place,  de- 
natured alcohol  is  os  much  of  a concern 
to  the  empire  as  its  army  and  navy. 

In  fact,  the  elder  Emperor  inaugurated 
the  alcohol  indu.stry  for  the  primary 
purpose  of  having  a source  of  light,  heat 
and  power  within  the  German  Empire, 
independent  of  the  petroleum  products, 
of  which  Germany  has  none.  The  wise 
old  Emperor,  realizing  that  some  day 
his  empire  might  be  forced  in  time  of 
war  to  be  self-dependent  and  resourceful 
within  its  own  borders,  determined  to  be 
independent  of  petroleum  products,  all 
of  which  were  and  still  are  shipped  into 
Germany  from  other  countries.  An  elab- 
orate paternal  system  was  inaugurated 
to  insure  the  Government’s  alternate 
safety  source  of  light  and  heat  and  power 
— the  alcohol  which  could  be  produced 
from  the  German  potato — and  now  so 
carefully  cultivated  for  that  purpose,  as 

it  has  been  for  nearly  forty  years."  

The  more  immediate  effect  of  the  alco  business  and  indications 
hoi  policy  of  tho  father  of  the  dethroned  be  defeated  in  the  Senate. 


The  Legislative  Week 

illnued  from  preceding  Page 


revision  of  the  laws,  the  first  s 
1878: 

The  Volstead  Anti-Boer  bill  j 

The  Sweet  bill,  establishing  a 
veterans'  bureau  and  consolidating 
all  of  the  agencies  caring  for  ex- 
service  men; 

A bill  to  permit  gambling  in  grain 
futures; 

A bill  relieving  associations  of 
producers  of  agricultaral  products 
from  prosecution  under  the  anti- 
trust laws: 

A bill  allowing  the  widows  of  sol- 
diero  and  sailors  to  have  cre^t  for 
their  husbands'  miliary  service  on 
homestead  entries. 

Debate  in  the  Senate  most  of  the  week 
was  devoted  to  the  Norris  bill,  which 
creates  another  $100,000,000  corporation 
to  make  loans  to  farmers.  The  bill  was 
denounced  as  placing  the  Government  in 
i that  it  will 
If  it  should 


Kaiser  was  felt  upon  industry,  and  espe-  reach  the  President,  he  will  • 

cially  upon  appUed  chemistry.  It  is  esti-  The  startling  condition  of  the  Ship- 
mat^  that  Germany,  just  before  the  ping  Board,  revealed  by  Chairman  Las- 
World  War.  was  using  ten  times  as  muMi  ker.  who  declared  that  there  was  a 

alcohol  for  industrial  purposes  ns  was  deficit  of  nearly  $300,000,000  this  fiscal 


year  and  that  the  bookkeeping  of  the 
board  was  in  a frightful  condition,  will 
lead  to  an  investigation.  Congress  in- 
tends to  make  a number  of  changes  in 
the  law  and  probably  will  compel  the. 
board  to  dispose  of  many  of  the  ships  at 
.a  sacrifice. 

Representative  Martin  B.  Madden  of 
Illinois  was  elected  Chairman  of  the 
House  Appropriation  committee,  known 
as.  the  Budget  Committee.  He  offered  a 
resolution  to  amend  the  Constitution  so 
os  to  permit  the  President  t 
priation  bills  in  part. 

There  has  been  talk  of  Congress  tak- 
ing a recess  as  soon  as  the  taxation  and  . 
tariff  bills  are  passed.  President  Har- 
ding will  go  to  Alaska  in  August,  if 
Congress  finishes  its  work  on  these  meas- 
ures by  the  middle  of  the  month. 

Secretary  Mellon  informed  Congress 
that  he  would  like  to  have  authority  to 
conclude  negotiations  with  the  Foreign 
Governments  about  the  payment  of  in- 
terest on  loans  without  consulting  Con- 
gress at  each  step. 


D appro- 


denaturing  formulae.  More  latitude  is 
needed  by  manufacturers,  in  their  opin- 
ion, in  the  employment  of  pure  grain 
alcohol  for  delicate  processes  in  which 
any  of  the  existing  denaturing  formulae 
would  be  hurtful  to  industry.  This 
handicap  on  their  business  they  hope  to 
have  eventually  removed. 

Manufacturers  of  medicines,  for  In- 
stance, require  many  millions  of  gallons 
of  pure  alcohol  for  the  making  of  prod- 
ucts which  could  not  be  made  ^thout 
the  extensive  use  of  pure  alcohol  as  a 
solvent.  In  these  preparations  there  may 
not  be  the  slightest  trace  of  the  alcohol 
employed  in  the  final  product.  Alcohol 
could  hardly  be  called  an  ingredient,  for 
it  has  disappeared  in  the  progress 
through  the  manufacturing  plant,  and 
not  even  the  odor  of  it  may  remain.  A 
very  incomplete  list  recently  tabulated 
shows  that  3,600  remedies,  officially 
recognized  in  the  United  States  Pharma- 
copoeia or  unofficially  known  in  medical 
practice,  cannot  be  made  without  the  use 
of  the  highest  grade  of  alcohol. 

npHERE  are  now  thirty-three  grades  of 
denatured  alcohol,  known  by  the  pi"©- 
portion  of  foreign  matter  added  to  them 
to  make  them  unfit  for  beverage  pur- 
poses. Alcohol  prepared  in  accordance 
with  Formula  No.  1,  of  which  last  year 
6,500,01)0  gallons  were  consumed,  is  made 
up  of  100  parts  of  pure  gi-ain  alcohol  and 
five  parts  of  methanol,  as  chemists  are 
now  calling  wood  alcohol  to  distinguish 
the  poisonous  fluid  from  the  ethyl 
variety.  This  grade  is  extensively  used 
in  the  manufacture  of  dyestuffs,  of  cer- 
tain drugs,  and  in  the  making  of  artifi- 
cial leather,  where  its  methanol  content 
does  not  interfere  in  any  way  with  its 
uses  as  a solvent.  Denatured  alcohol  of 
grade.?  No.  2 and  No.  2A  is  used  very 
extensively  in  the  manufacture  of  cellu- 
loid, pyralinc  and  other  gun-cotton  com- 
pounds. Alcohol  is  also  a necessity  in 
the  making  of  moving  picture  films,  and 
some  manufacturers  of  the  r^ls  for  the 
silver  screen  have  been  considering  the 
moving  of  their  plants  across  the  Cana- 
dian border,  where  they  would  expect  to 
find  the  restrictions  less  oppressive. 
Among  the  large  users  of  alcohol,  de- 
natured in  accordance  with.  Formula  No. 
18,  are  the  makers  of  acetone  and  of 
vinegar. 

The  uses  of  alcohol,  both  in  its  de- 
natured state  and  pure,  when  denoted 
in  a chart,  make  as  extensive  an  array 
almost  as  the  diagram . showing  the 
varied  uses  of  coal  tar  products.  As  a 
fuel,  for  example,  alcohol  either  in  some 
denatured  form  and  in  an  almost  pure 
state,  or  mixed  vrith  gasoline  or  benzol, 
can  be  used  for  automobiles  and  trucks. 
Mixtures  in  which  it  is  the  principal  in- 
gredients are  already  on  the  market  and 
are  preferred,  especially  by  the  owners 
of  heavy  trucks,  because  the  carburetors 
are  not  clogged  by  their  use. 

If  the  use  of  alcohol  for  industrial 
and  mechanical  purposes  were  possible 
without  undue  restrictions,  it  would  be 
practicable  to  obtain  a supply  sufficients 
to  meet  all  the  requirements.  Potatoes 
are  rather  too  expensive  as  a source  of 
it,  unless  only  the  imperfect  tubers  are 
used.  Considerable  quantities  of  ethyl 
alcohol  can  be  obtained  by  fermenting 
the  rank  and  lush  vegetation  of  the 
tropics.  From  the  nipa  palm  in  the 
Philippines,  for  instance,  enormous  quan- 
tities of  alcohol  are  being  produced  at 
only  a few  cents  a gallon.  Blackjack 
molasses  and  various  waste  products  of 
the  sugar  mills  are  also  available.  In 
fact,  there  seems  to  be  hardly  any  limit 
to  the  production  of  alcohol,  once  an  ar- 
rangement has  been  made  whereby  the 
laws  against  drinking  it  will  not  be  vio- 
lated, and  through  which  at  the  samd 
time  it  will  be  possible  for  the  manu- 
facturer to  have  all  that  he  wants  of  it 
without  being  subjected  to  embarrassing 
handicaps. 
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Is 


Deflation  Nearing  Its  End? 


HEN  there  is  a 
landslide  the 
first  wild  rush 
of  slippingearth 
and  boulders  is 
succeeded  by  a 
gradually  dimiiv- 
ishiog  fall  of 
loosened  m a - 
teria]  until  it 
finally  stops  altogether  and  what  geo- 
logists call  the  angle  of  repose  is  reached 
by  the  disturbed  surface.  This  angle  of 
repose  is  analogous  to  stabilisation  in 
business,  and  a comparison  of  the  rate 
of  deflation  and  contraction  in  various 
phases  of  commerce  and  finance  that 
have  been  going  on  since  the  first  of  the 
year  with  recent  changes  as  indicated  in 
various  data  reveals  a significant  slow- 
ing down  of  the  process,  possibly  fore- 
shadowing the  approachof  true  stabiliza- 
tion. For  instance,  business  failures, 
both  as  reported  by  Dun  ond  Brad- 
street's,  show  an  almost  unbroken  dim- 
inution in  weekly  average,  as  brought 
out  in  the  accompanying  table. 

Froml  the  figures  it  is  seen  that 
there  has  been  an  almost  unbroken  de- 
crease in  the  weekly  averages  for  each 
month  since  the  first  of  the  year,  April 
constituting  the  exception  in  both  cases. 
It  is  also  to  be  observed  that  the  average 
for  June  in  both  cases  is  below  the  aver- 
age for  any  preceding  month. 

The  intra-monthly  decreases  of  bank 
clearings  since  the  first  of  the  year  show 
a general  trend  toward  diminution,  with 
a very  marked  drop  for  June  as  com- 
pared with  the  first  five  months  of  the 
year.  Also  the  average  weekly  decrease 
for  the  first  five  months  of  the  year  was 
1125,600,000;  the  average  weekly  de- 
crease for  the  month  of  June  was  only 
$60,000,000.  While  these  figures  are  sub- 
ject, of  course,  to  various  periodic  in- 
fluences there  seems  to  be  evidenced  in 
them  a consistent  tendency  for  less  vio- 
lent unsettlements  than  occurred  in  the 
first  months  of  the  year. 

Other  bank  figures  whose  movement, 
consistently  with  the  foregoing  data  of 
clearings,  shows  less  violent  changes  in 
respect  to  deflation,  in  recent  weeks  as 
compared  vrith  the  first  five  months  of 
the  year,  are  found  in  the  statements 
made  weekly  by  leading  member  banks 
to  the  Federal  Reserve  Board  of  total 
loans.  For  the  first  five  months  of  the 
year  the  average  weekly  shrinkage  in 
this  total  loan  account  was  $68,350,000. 
For  the  five  weeks  of  June  these  loans 
decreased  at  an  average  rate  of  only 
$22,378,000. 

A similar  retardation  in  reactionary 
tendencies  is  revealed  in  the  following 
table  of  Bradstreet’s  weekly  commodity 
index  numbers: 


Wholesale 

Commodi^ 

Wk.  Ending.  Index  Number. 

Dec.  30 3.47 

Jan.  6 3.42 

13  3.42 

20  3.35 

27. 3.31 

Feb.  3 3.18 

10 3.06 

17. 3.11 

24. 3.16 

Mar.  3 3.22 

10 3.16 

17 3.06 

24 8.07 

81 ■;...  3.06 

Apr.  7. 3.02 

14  2.07 

21  2.94 

28 2B3 

May  6 2.76 

12 2.74 

19 2.66 

26. 2.66 

June  2. 2.69 

9. 2.73 

16 2.68 

23 2.74 

30 2.74 

July  7 2B6 


— .13 

— .12 
-f-  .05 
-I-  .06 
-I-  .06 

— .07 

— .09 

+ .01 

— .01 


-f  .03 
+ .04 
— .05 
-I-  .06 


By  John  Oakicood 


Business  Failures  Decreasing 


W««l(  ^dlnr 
Jan.  6 


Thus  in  the  January  weeks  there  were 
three  decreases  and  one  week  in  which 
there  was  no'chang&  In  the  February 
weeks  there  were  two  marked  decreases 
and  two  moderate  increases.  In  March 
there  were  three  dccrca.scs  and  two  in- 
creases. For  the  next  seven  weeks  run- 
ning through  April  and  May  tliere  wos  a 
steady  series  of  decreases,  the  last  week 
of  May  marking  no  change.  June  shows 
a conspicuously  different  trend,  there  be- 
ing three  increases,  only  one  decrease 
and  one  week  in  which  there  was  no 
change.  The  July  figures  show  an  in- 
crease much  the  largest  registered  in 
the  weekly  figures  during  the  year. 

The  following  table  shows  weekly, 
bank  clearing  statistics  since  the  first 
of  the  year: 


Bank.  Decrease  in 

Wk.  Ending.  Clearinga.  a Month. 
Jan.  6.. $8,606,962,000 

18..  7,479,047,000 

20. . 7,633,096,000 

27..  7.084,227,000  $1,421,726,000 
Feb.  3..  7,463,079,000 

10..  6,239,467,000 

17..  6,169,104,000 

24..  6,433,464,000  2,019,616,000 


a. . 
10.. 

17.. 

24.. 

81.. 


7.367.836.000 
6,304,]66,000 

7.402.438.000 

6.434.325.000 

6449.867.000 


1,907,971,000 


Apr. 


7.. 

14.. 

21.. 

28.. 


6374409.000 

6.197.189.000 

6300.677.000 
6391,607300 


982302300 


May 


6..  7.065,619,000 

12..  6,145,999,000 

19..  6,945300,000 

26..  6394.266,000 


1,061364,000 


n. . 

9.. 

16.. 

23.. 

30.. 


6.089.030.000 
6316.650300 

7.026314.000 

6.636306.000 

5.786.610.000 


302420300 


The  foregoing  various  weekly  figures 
find  parallel  tendencies  in  monthly  sta- 
tistics, particulariy  those  referring  to 
foreign  trade.  If  the  decrease  in  the  ex- 
ports of  the  United  States  and  the  In- 
crease  in  gold  imports  are  to  be  taken  as 
indications  of  business  unsettlements,  the 
data  for  recent  months  show,  by  the  op- 
posite process  of  reasoning,  an  approach 
of  stabOity. 

The  exports  for  January  amounted  to 


$654,000,000;  for  February  they  amount- 
ed to  $486,000,000,  or  a decreoM  of  $168,- 
000,000.  This  rate  of  decrease  has  shown 


Lower  Prices  Cause 

The  big  fnll-off  in  the  figures  of  Unit- 
ed States  trade  in  the  closing  months 
of  the  fiscal  year  Just  ended  is  due  in  a 
much  larger  degree  to  a fall  in  prices 
of  the  various  arlides  forming  the  grand 
total  than  in  quantity  ImporUd  and  01* 
ported.  While  it  is  a fact  that  there  is 
a matorial  reduction  in  quantity  of  mer- 
chandise bring  moved  into  and  out  of 
the  United  States,  the  big  fall  in  world 
prices  is  really  the  lorgsst  factor  in  the 
astonishing  reduction  in  our  figures  of 
total  imports  and  total  oxports  as  meas- 
ured in  values. 

We  aro  accustomed,  says  a statoment 
by  the  Notional  City  Bank  of  Now  York, 
to  measure  our  imports  and  exports  by 
the  figures  of  totsi  value,  and  when  we 
SCO  that  the  total  value  of  Imports  in 
May,  the  latest  month  for  which  figures 
ar«  available,  was  only  $206,000,000, 
against  $431,000,000  in  the  same  month 
of  last  year,  we  Involuntarily  assume 
that  the  import  trade  " has  fallen  off 
one-half,"  and  when  wo  also  sse  that  the 
exports  of  May  wore  only  $330.000300 
agitinst  $746,000,000  in  May  of  last  year, 
we  again  assume  that  our  trade  has  been 
reduced  by  about  one-half.  But  the  fact 
is  that  a very  lorgo  proportion  of  these 
reductions  in  the  aggregate  value  of  all 
articles  imported  or  all  articles  exported 
is  due  in  much  greater  degree  to  lower 
prices  than  to  reduced  quantities. 

Just  as  an  illustration  it  may  be  r*> 
marked  that,  while  the  official  figures 
of  raw  cotton  imported  in  May,  1921, 
do  show  a reduction  of  33  per  cent  in 
quantity  as  compared  with  May,  1920, 
the  figures  of  value  for  the  same  month 
show  a fall  of  61  per  cent  Fibres,  an- 
other important  article  in  our  industries, 
show  a decrease  of  21  per  cent  in  quan- 
tity imported  in  May,  1921,  as  compered 
with  the  same  month  of  last  year,  but 
the  decrease  In  value  for  the  seme  period 
is  64  per  cent.  Hides  show  a reduction 
in  quantity  of  25  per  cant  when  cora- 
par^  with  May  of  last  year,  but  the  re- 
daction in  value  for  the  same  period 
ia  77  per  cent;  that  is,  comparing  fig- 
nres  of  quantity  and  value  In  May,  1921, 


a steady  diminution  down  through 
May;  that  is.  the  exports  for  March 
were  only  $99,000,000  less  than  for 
February;  for  April  they  w«ro  only 
$47,000,000  lou  than  for  March,  and  the 
exports  for  May  were  only  $10,000,000 
less  than  for  April.  A complete  reverval 
of  this  trend  developed  in  the  figurea  for 
June,  when,  instead  of  showii\g  a de- 
crease. the  exports  showed  an  inerrose  of 
$10,000,000  over  May. 

Singularly,  the  imports  of  goM  over 
and  above  exports  ran  up  stsadily 
through  the  firit  three  months  of  the 
^■ear,  amounting  to  $36,000,000  in  Janu- 
ary; $43,000,000  in  b'ebruary,  an  increase 
of  18,000,000;  and  $86,000,000  In  March, 
an  increase  of  $43,000,0oa  At  this  point 
thoy  turned  down,  amounting  to  $81,000,- 
OOQ  in  April,  a docroaso  of  $6,000,000; 
$67,000,000  in  May,  s decrease  of  $24,- 
000,000.  and  only  $44,000,000  in  June,  or 
a decrease  of  $13,000,000. 

The  foregoing  data,  which  might  be 
Hupptomented  by  many  other  lines  of 
business  and  financial  atatUUcs,  seem 
gonormlly  to  Indicate  that  the  violent  de- 
flationary and  contiaeUvo  movemenU 
that  took  place  In  the  first  five  months 
of  the  year  have  been  fiucceeded  by  more 
moderate  changes  in  June,  which  may  be 
In  part  a reflection  of  seasonal  influ- 
ences, but  which  also  undoubteiily  Indi- 
cate that  (he  worst  of  the  landslide  has 
probably  run  Its  course.  Tho  full  story 
of  this  latter  aspect  of  the  mutter,  how- 
ever, can  bo  told  only  by  tho  course  of 
these  various  trends  as  they  may  develop 
in  the  next  few  months— that  is,  whether 
tlie  angle  of  business  repose  ie  actually 
being  found. 


Foreign  Trade  Drop 

with  tiioso  of  May,  1020.  In  rubbm  tiie 
fall-off  is  44  per  cent  in  quantity,  but 
78  per  cent,  in  value. 

A further  evidence  that  tho  reduction 
In  total  values  is  mlsIemllQg  in  any  at- 
tempt to  measure  the  reduction  or  other- 
wise of  quantity  moved  is  found  In  the 
fact  Uiol  in  the  ense  of  raw  slik  there 
was  in  May,  1021,  on  actual  increast>  of 
76  per  cent,  in  quantity  imported  as 
eonipured  with  May  of  the  preceding 
year,  but  0 decrease  of  4 per  cent  in 
value,  while  In  the  matter  of  wool  Im- 
porlod  tiiere  is  an  Incroose  of  10  per 
cent  In  quantity  Imported  in  May,  1021. 
os  compared  witii  May,  1020,  but  a de- 
crease of  68  per  cent,  in  value,  due,  of 
couno,  to  the  tremendoue  fall  in  the 
price  per  pound  of  raw  wool. 

On  the  export  side  conditions  are  very 
similar.  The  cotton  sent  out  of  the  coun- 
try in  May,  j021,  shows  un  actual  In- 
crease of  38  per  cent  In  the  number  of 
pounds  exported,  but  a decrease  of  61 
per  cent  in  value  when  comparing  1H*y, 
1021,  with  Hsy,  1920.  Illuminating  oil 
shows  for  Msy,  1921,  a decrease  of  9 
per  cent  in  quantity  and  40  per  cent  In 
value  Boots  and  shoes  show  s fall  of 
54  per  cent  in  quantity  and  72  per  cent 
In  value,  and  looomotivss  a reduction  of 
28  per  cent  In  number  and  56  per  enit 
In  value. 


The  War  Finance  Corporation  an- 
nouncea  that,  following  a conference 
today  with  T.  J.  Caldwell,  Vies  President 
of  the  Federal  Intemstionsl  Banking 
Company  of  New  Orleans,  It  has  agreed 
to  make  an  advance  of  $1,260,000  ta  as- 
sist in  the  financing  of  approximately 
26,000  bales  of  cotton  for  export.  It  has 
agreed  also  to  advenes  to  the  same  bank 
up  to  a total  of  $6300,000  in  the  aggre- 
gate, to  finance,  as  the  business  develops, 
approximately  IOO3OO  balsa  of  cotton. 
The  Federal  International  Banking  Com- 
pany was  organized  under  the  Eugt  act 
arith  a subscribed  capital  of  $7300300, 
of  which  $3,160300  already  has  bessi 
paid  in. 
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The  Menace  of  Mexican  Oil 


By  Philip  Kates 


H E economic  i n d e- 
pendence  and  the 
military  safety  of 
the  United  States  de- 
pend upon  the  pres- 
ervation of  a perma- 

supply  of  oil  for  the 
future,  produced 

boundaries  and  by  American  capital  and 
labor.  The  foUy  of  depending  on  sources 
outside  the  nation  was  demonstrated  dur- 
ing the  war  by  the  destruction  of  the 
Rumanian  and  Russian  fields.  When 
the  Allies  were  fighting  with  their  backs 
to  the  wall,  and  disaster  was  only  a 
question  of  days,  it  was  oil  from  Penn- 
sylvania, from  the  Mid-Continent  field, 
from  California,  transported  3,000  miles 
across  the  Atlantic,  that  finally  stemmed 
the  German  tide  and  made  victory  pos- 
sible. An  English  General  said,  " llie 
Allic.s  floated  to  victory  on  a sea  of  oil.” 

Military  transportation  on  land,  on 
sea,  in  the  air,  depends  in  the  future  on 
oil.  Industrial  supremacy  in  the  future 
depends  on  oil.  These  statements  arc 
not  exaggerations,  nor  rhetorical  phrases, 
but  the  statement  of  incontrovertible 
fact.*!,  acknowledged  by  every  statesman 
who  looks  beyond  the  daily  call  of  politi- 
cal expediency. 

The  proposed  tariff  on  the  importation 
of  Mexican  oil  thus  presents  a question 
new  in  American  economics.  It  is  ac- 
ttially  and  literally:  Shall  the  Govern- 
ment extend  its  power  to  preserve  our 
first  and  last  line  of  defease  in  peace 
and  war;  or  shall  it,  for  the  present 
profit  of  a few  great  corporations,  and 
in  the  expectation  of  a very  few  years 
of  cheap  gasoline,  jeopardize  the  future 
supremacy  of  the  nation?  The  profits 
of  the  few  companies  that  are  fattening 
on  Mexican  oil  will  probably  bo  assured; 
but  cheap  ga.solinc  will  remain  a hope 
and  an  expectation.  Our  resources  have 
always  been  so  boundless  that  the  ques- 
tion of  preserving  them  has  always  been 
one  that  we  have  left  with  confidence 
to  future  generations.  But  the  problem 
of  preserving  our  assured  future  supply 
of  oil  is  one  that  is  on  us  now.  It  de- 
mands attention  today. 

Heretofore  the  justification  of  a tariff 
has  been  that  it  was  necessary  to  pre- 
serve American  business  against  cheap 
foreign  competition.  The  argument  now 
made  by  those  who  arc  framing  the 
tariff  schedules  is  that  a tariff  should 
be  imposed  only  on  articles  that  are  pro- 
duced by  labor;  but  that  a commodity 
such  as  crude  oil,  which  is  not  annually 
produced,  should  be  admitted  free.  It 
is  assumed  that  the  only  effect  of  the 
free  importation  of  Mexican  oil  under 
present  conditions  will  be  to  increase  our 
supply  of  crude  petroleum  and  to  reduce 
to  the  consumer  the  price  of  gasoline. 
But  this  assumption  is  far  from  correct; 
for  there  is  a grave  possibility  that,  dur- 
ing this  period  of  flush  Mexican  produc- 
tion, our  own  future  supply  will  be,  to  a 
great  extent,  irrevocably  lost. 

The  classic  argument  of  Cobden  and 
Brice  during  the  middle  of  the  last  cen- 
tury, for  the  repeal  of  the  Corn  laws  in 
England,  was  that  the  nation  should  be 
permitted  to  buy  in  the  cheapest  market, 
and  that  whatever  permitted  a great  ac- 
cumulation of  sui^ties  at  a cheap  price 
was  for  the  benefit  of  the  people.  This 
argument,  which  resulted  in  free  trade 
for  England,  was  in  fact  the  exact  op- 
posite of  the  argument  now  made  against 
the  tariff  on  oil.  For  the  supplies  that 
were  to  be  accumulated  were  supplies 
that  were  produced  by  the  labor  of  man, 
either  through  agriculture  or  manufac- 
ture. England's  economic  power  was 
built  on  her  great  deposits,  of  fuel,  and 
her  possession  of  cheap  transportation 
by  her  merchant  marine. 

The  doctrine  upon  which  American 
business  has  grown  has  been  that  if  the 
importation  of  foreign  products  caenaced 
any  particular  buaincas,  then  a tariff 
should  be  imposed  for  the  protection  of 


that  business.  Whether  that  doctrine  is 
sound  has  been  and  is  the  basis  of  a 
political  dispute  that  has  waged  for 
many  yearn.  But  if  the  free  importa- 
tion of  any  foreign  article,  in  addition  to 
destroying  an  American  business,  would 
also  result  in  the  destruction  of  an  as- 
sured supply  of  a necessary  raw  material 
which  is  essential  for  the  military  safety 
and  indu.xtrial  independence  of  the  na- 
tion, and  which  cannot  be  replaced,  then 
even  the  most  violent  opponent  of  a 
tariff  would  have  to  admit  that  it  would 
be  a crime  against  the  nation  to  permit 
such  a destruction. 

TF  we  could  imagine  that  in  the  time  of 
Brice  and  Cobden,  when  the  discussion 
on  Free  Trade  was  raging  in  England, 
it  were  shown  that  imports  of  coal  from 
foreign  countries  were  being  made  in 
such  quantities  and  at  such  prices  as  to 
ruin  the  coal  mines  in  England — and  it 
was  doubtful,  to  say  the  least,  that  the 
foreign  supplies  were  permanent — we 
may  be  sure  that  the  entire  nation 
would  have  demanded  that  the  mines 
should,  be  saved,  at  any  cost  ^Because 
upon  her  supply  of  fuel  rested  the  safety 
and  supremacy  of  England.  Recently, 
when  a coal  strike  was  threatened,  the 
very  first  thought  of  English  statesmen 
was  the  safety  of  the  mines.  Because, 
if  they  are  not  operated  continuously, 
the  water  will  flood  the  galleries,  and 
the  supply  of  coal  will  be  iiTCvocably 
ruined.  “Taking  coals  to  Newcastle” 
was  for  hundreds  of  years  considered 
the  height  of  absurdity.  And  since  the 
development  of  the  oil  industry  in  the 
United  States  the  importation  of  oil  was 
also  considered  an  absurdity.  We  mny 
be  sure  that  if  American  mining  methods 
.shall  ever  be  perfected  to  such  an  extent 
that  the  importation  of  our  coal  shall 
seriously  compete  with  English  mining, 
a tariff  will  be  imposed  which  will  at 
least  permit  the  continuous  working  of 
every  English  mine.  Indeed,  the  coal 
business  of  England  has  for  years  been 
the  recipient  of  a sub.sidy  from  the  Gov- 
ernment to  enable  the  operators  to  pre- 
serve their  mines.  Whether  the  policy 
of  Lloyd  George  in  permitting  labor  to 
receive  wages  which  the  industry  can- 
not stand  is  sound  may  be  questioned; 
but  the  point  is,  that  at  any  cost  Eng- 
land will  save  her  mines. 

If  the  Government  of  the  United 
States  will  not  prevent  the  present  tem- 
porary flood  of  foreign  oil,  then  it  should 
provide  means  to  assure  the  continuous 
operation  of  the  small,  settled  wells,  not 
for  the  benefit  of  the  owners,  but  for 
the  future  safety  of  the  nation. 

The  Government  of  the  United  States 
has  for  years  been  preaching  the  gospel 
of  oil.  It  has  impressed  upon  the  people 
the  fact  that  petroleum  is  the  basic  fuel 
of  the  future;  that  the  nation  which  pos- 
sesses an  assured  supply  of  oil  will  be 
tho  nation  that  will  survive  in  the  eco- 
nomic struggles  of  the  future.  While 
there  have  been  many  fraudulent  oil 
companies,  as  there  were  many  fraudu- 
lent railroad  and  steel  flotations,  the 
fact  remains  that  there  has  been  invested 
in  the  legitimate  oil  husness  of  the 
United  States  a very  considerable  amount 
of  the  reserve  capital  of  the  nation.  Not 
only  did  the  Government  preach  the  gos- 
pel of  oil,  but,  through  its  Bureau  of 
Mines  and  through  tho  Navy  Depart- 
ment, it  impressed  on  the  people  the  ne- 
cessity of  considering  oil  as  our  first  line 
of  defense;  of  dLscovering  new  fields;  of 
working  out  improved  methods  of  recov- 
ery, because,  it  was  said,  the  supply  was 
limited  and  would  never  be  replaced. 
The  result  was  that  the  year  1920  saw  a 
very  great  impetus  to  the  business.  The 
people  of  the  United  States  were  induced 
by  their  Government  to  consider  the  pn^ 
duction  of  crude  oil  one  of  the  great  sta- 


ble businesses  of  modern  times.  The 
fraudulent  company,  the  poorly  man- 
aged company,  must  of  course  go  to  ruin 
even  in  good  times.  But  certainly  the 
people  were  entitled  to  believe  that  a dis- 
aster which  ordinary  foresight  could  not 
guard  against  would  not  be  permitted  to 
wreck  the  industry  if  the  power  of  the 
Government  could  be  interposed  to  pre- 
vent it. 

Yet  Mexican  oil  is  threatening  not  only 
the  ruin  of  the  oil  business  of  the  United 
States,  but  tho  destruction  of  our  future 
supply.  There  are  in  the  United  States 
more  than  200,000  wells  producing  about 
two  barrels  each  per  day.  This  is  an 
annual  settled  production  of  about  146,- 
000,000  barrels  annually.  This  figure 
docs  not  represent  all  of  the  oil  produced 
in  the  United  States,  for  the  production 
in  1920  amounted  to  more  than  400,000,- 
000  barrels. 

Behind  the  oil  wells  of  the  United 
States  are  great  deposits  of  oil,  and  these 
huge  deposits  explain  why,  when  the 
wells  have  reached  a point  where  they 
produce  only  u few  barrels  a day,  they 
will  continue  that  production  indefinite- 
ly. In  Pennsylvania  there  are  many 
wells  that  have  pvoduce<l  for  fifty  years. 

These  great  supplies  of  oil,  upon  which 
oui-  old  wells  will  draw  for  many  years, 
constitute  in  reality  our  first  line  of  na- 
tional defense.  The  navy  of  the  future 
will  depend  on  oil.  The  cruising  radius 
of  the  big  ships,  the  operation  of  the 
submarines,  the  efficiency  of  the  air 
fleet,  all  depend  on  a stable  supply  of 
oil  produced  within  our  own  borders. 
The  future  supply  in  the  United  States, 
not  in  a foreign  country,  is  our  real  safe- 
guard. At  any  cost  it  must  be  preserved. 

The  United  States  Bureau  of  Mines  in 
a paper  on  " Improved  Methods  of  Oil 
Recovery,"  published  some  years  ago,  es- 
timated that  of  the  oil  deposits  in  the 
United  States  not  more  than  from  10 
to  30  per  cent,  is  recovered  under  pres- 
ent methods.  When  a well  is  drilled  in 
to  the  oil  sand,  the  gas  forces  a small 
portion  of  the  oil  to  the  surface,  and  the 
well  flows  for  a time.  This  amount  of 
oil  in  our  wells  is  very  small  indeed 
compared  with  the  deposit  in  the  inter- 
stices of  the  sand  from  which  it  comes. 
I'he  great  mass  of  oil  remains  in  the 
ground.  These  deposits  remain  as  our 
safeguard  for  the  future,  when  improved 
methods,  such  as  compressed  air  or  gas, 
shall  enable  us  to  recover  most  of  the 
oil  not  now  recoverable. 

But  in  order  that  this  oil  may  be  re- 
covered in  the  future,  the  wells  must  be 
worked  continuously.  If  they  are  aban- 
doned, then  the  water  will  penetrate  the 
oil  sand,  and  the  underground  deposit.^ 
\vill  be  mined. 

In  the  case  of  coal  mines,  if  the  pumps 
are  not  worked,  the  water  will  enter  the 
ga11erie.s,  and  in  time  the  walls  will  cave 
in  and  the  mines  will  be  ruined.  This 
explains  the  determination  of  the  Eng- 
lish Government  to  keep  the  mines  work- 
ing at  any  cost,  even  though  the  output 
be  small. 

The  Bureau  of  Mines  has  frequently 
pointed  out  the  importance  of  our  old 
wells  as  insuring  our  future  supply.  It 
is  not  a question  of  money  loss  to  the 
operators.  The  Government  has  always 
attempted  to  save  American  business. 
But  even  though  the  abandonment  of 
these  weQs  meant  no  loss  to  the  people,  it 
is  inconceivable  that  Congress  can  look 
on  without  raising  a hand,  when  the  very 
future  of  the  country  is  in  the  balance. 

In  Mexico  the  recovery  of  oil  is  on  an 
entirely  different  basis  than  in  the 
United  States.  With  us  the  oil  is  foimd 
in  great  reservoirs  at  various  depths, 
scattered  over  vast  areas.  After  the 
first  flush  production  has  ceased,  the 
pump  continues  to  raise  the  oil,  which 
comes  from  the  great  deposits  in  the 


sand.  And  as  the  Bureau  of  Hines  points 
out,  improved  methods  of  recovery  will 
in  time  enable  us  through  the  future 
years  to  produce  even  more  from  the 
so-called  exhausted  fields  than  has  al- 
ready been  produced. 

Id  Mexico  the  oil  is  found  in  crevices 
and  cavities  in  limestone,  and  when  the 
well  penetrates  the  lime  the  oil  is  forced 
to  the  surface  with  a great  rush  by  the 
hydrostatic  pressure  of  the  salt  water 
that  underlies  the  oil.  When  a Mexican 
well  stops  flowing  it  is  done.  There  is 
no  long  period  of  years  «head  in  which 
it  may  be  pumped.  There  will  be  no 
hundreds  of  thousands  of  two-barrel 
wells  in  Mexico. 

The  enormous  production  in  Mexico 
today  comes  from  less  than  four  hundred 
producing  wells;  the  production  of  oil  in 
the  United  States  comes  from  the  more 
than  two  hundred  and  fifty  thousand 
wells.  Whether  it  is  the  part  of  good 
statesmanship  to  jeopardize  the  old  wells 
of  the  United  States,  for  the  few  profits 
of  the  few  companies  that  will  produce 
in  Merico  for  a comparatively  short  time 
only,  is  a question  that  should  need  no 
debate. 

OIL  was  being  produced  commercially 
in  Pennsylvania  from  wells  drilled 
fifty  year.s  ago,  until  this  flood  of  Mexi- 
can oil  made  their  opciation  unprofitable. 
Now  they  are  being  operated  at  a loss. 
This  means  that  citizens  of  the  United 
States  are  being  compelled  to  preserve 
the  future  supply,  in  order  that  a few 
companies  may  make  greater  profits. 
Certainly,  it  would  be  less  than  simple 
justice  for  the  Government  to  impose  a 
tariff  and  subsidize  this  branch  of  the 
industry  with  the  proceeds  of  the  tariff. 
At  least,  it  is  folly  for  the  Government 
to  refuse  to  collect  a revenue  through 
the  tariff,  and  thus  lighten  the  already 
unbearable  load  of  taxes  which  American 
business  must  carry. 

The  oil  wells  of  the  United  Stat&s  ore 
owned  by  hundreds  of  thousands  of 
American  citizens.  They  represent  the 
work  of  over  half  a century,  and  they 
give  every  promise  of  being  operated  for 
many  years  to  come.  There  are  actual- 
ly hundreds  of  thousands  of  wells  in  the 
United  States,  being  operated  every  day. 
There  are  only  a few  hundred  wells  in 
Mexico,  owned  by  a few  large  companies, 
and  whose  productive  capacity  must 
surely  cease  in  a few  years. 

The  menace  of  Mexico  is  not  the 
amount  of  oil  that  she  now  produces  or 
can  produce.  The  world  can  absorb  it 
all.  The  menace  of  Mexico  is  the  fact 
that  her  oil  comes  in  a flood;  that  the  oil 
business  of  the  United  States  is  founded 
on  the  steady  old  settled  wells,  that  can- 
not be  operated  on  the  same  basis  as  the 
flush,  temporary  wells  of  Mexico.  In 
order  for  the  business  of  producing  oil 
in  the  United  States  to  survive,  the  wells 
must  be  operated  continuously,  or  they 
will  be  lost  forever;  when  the  water  en- 
ters the  sand  the  well  is  dead.  Obviously 
the  business  cannot  long  be  continued  at 
a loss.  There  can  be  no  question  that  the 
cost  of  producing  oil  in  the  United  States 
today  is  greater  than  the  price  received. 
If  Mexican  oil  is  to  be  admitted  free, 
then  there  are  only  two  alternatives — a 
subsidy,  or  bankruptcy  for  the  producers 
if  the  wells  are  to  be  operated.  When 
the  few  hundred  wells  of  Mexico  have 
ceased  to  produce;  when  the  few  com- 
panies that  are  bringing  in  free  oil  have 
reaped  their  harvests  of  dollars  at  the 
expense  of  American  business;  then  wo 
may  be  sure  that  the  price  of  oil  will  go 
to  a point  not  contemplated  now,  because' 
our  steady  source  of  supply  will  be  lost 
if  the  small  wells  are  abandoned  and  the 
markets  of  the  world  must  depend  on  the 
fluctuations  arising  from  the  discovery 
of  new  fields. 

A tariff  means  the  protection  of  our 
future  supply,  the  saving  of  a great  busi- 
ness from  ruin,  and  a great  increase  In 
the  revenue  of  the  Government 
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Will  the  Gold  Standard  be  Resumed? 


economic  world  is 
g proceeding  witjt  its 

TE  business  on  the  as> 
= sumption  that  the  re- 
E sumption  of  specie 
= payments  is  only  a 
r matter  of  time,  and 

Z of  a very  brief  pe- 

, ^yniiiiiliintlilil^  riod  at  that  This 
country  takes  the 
matter  for  granted  without  any  I'eserva- 
tion.  The  British  Empire  has  a slight 
degree  of  doubt,  but  it  not  only  has  a 
paramount  commercial  interest  in  the 
retention  of  the  gold  standard,  but  has 
a mass  of  tradition  to  support  that  end. 
France  is  hesitating.  As  we  proceed 
eastward  the  doubt  increases  until  we 
reach  Poland,  where  a medium  exchange 
is  in  use  that  has  no  gold  value  what- 
ever, and  therefore  cannot  be  regarded 
as  having  any  relation  to  a metallic 
standard. 


By  Dr.  R.  Estcourt 


federated  into  groups  sufficiently  large 
to  establi^  a ntetollic  basis  for  currency. 
A gold  standard  cannot  be  restored  in 
Europe  under  present  conditions.  The 
banking  and  commercial  communities  of 
France  and  Great  Britain  desire  the  re- 
sumption of  the  gold  standard,  but  can- 
not make  their  rulers  eat  the  leek  and 
admit  the  failure  of  the  Treaty  of  Ver- 
sailles. Meanwhile  all  the  absurd  little 
nationalities  that  have  been  set  up  in 
Europe  desire  to  retain  their  newly  ac- 
quired status,  and  to  continue  playing  at 
being  sovereign  powers.  They  have  no 
gold  and  no  interest  in  gold.  Therefore 
they  are  indifferent  to  the  economic  as- 
pect. They  can  realise  that  a gold  stand- 
ard would  increase  their  burdens  by  mak- 
In  existing  world  trade  for  practical  *t  needful  to  acquire  a supply. of  the 
purposes  the  gold  basis  prevails  only  in  metal  at  present  prices  in  teniw  of  their 
connection  with  the  international  money  individual  currencies.  It  would  be  good 
exchanges.  In  the  exchange  of  conimodi-  business  for  those  who  have  gold  to  sell, 
ties  the  relative  values  of  gold  and  cur- 

^ onoofi„dividoalSUtoi„u>ro.e,tobc 

Drioof  All  M f '*1  1 ”«l«<i  tiy  “onomic  tattle  or  o wor.e  foi™ 

lion  f --bitrament  The  nlipiment  i.  oU.lonit 

Th  Sixtyeeven  per  cent,  of  the  nnnunl  pro- 

vnrions  Gov^menle  hn.e  dnetion  of  gold  come,  from  mine,  eon- 
taken  poKeas.nn  of  the  metal  and  utilire  trolled  by  the  Briti.h  Empire.  Fifty  per 
It  solely  for  Government  bnsiness.  eont.  of  the  eold  ninmdy  in  eireul.lL 

Except  that  matters  are  gradually  ad-  the  property  of  the  United  States 

justing  themselves  through  the  force  of  America.  Japan  is  a customer  for 

necessity,  there  would  become  apparent  8®^**  sn'l  able  to  make  an  effective  de- 

a conflict  between  political  and  cotnmer-  mand  for  it.  Japan  is  reported  to  hold 

cial  interests.  Undoubtedly  there  is  such  highest  gold  reserve  in  the  world, 

a conflict,  but  it  is  well  to  minimiie  the  100  per  cent  against  43  per  cent  in  this 

fact.  Its  adjustment  pertains  to  the  do-  country,  although,  of  course,  the  i 


have  been  no  doubt  a.ii  to  the  value  of 
the  paper.  It  would  have  retained  its 
exchange  value.  What  i«  not  generally 
understood  is  that  any  commodity  ful- 
filling those  conditions  is  (sjually  effica- 
ciou.s  as  a guarantee  of  the  value  of  an 
instrument  of  exchange  issues!  against 
it  For  that  reason  a trade  bill  of  ex- 
change is  equally  valuable  with  a Gov- 
ernment note  i.ssued  against  a detHwit  of 
bullion.  One  function  of  a banker  is  to 
determine  the  (act  that  the  wealth  rep- 
resented by  the  bill  of  exchange  is  ac- 
tually in  existence  in  sufficient  quantity 
to  provide  the  amount  sol  out  on  the  bill. 

Thus  a banker  becomes  a irferoi'  in  the 
matter  of  bills  of  oxchango.  If  he  will 
take  it  at  its  face  value  any  one  will. 

What  has  happened  in  the  case  of  much 
Government  paper  is  that  banks  will  not 
take  it  at  its  face  value.  Their  refusal 
is  bused  on  precisely  the  sumo  grounds 
as  would  bo  a refusal  to  handle  an  or- 
dinary trade  bill  of  exchange- - doubt  as 
to  the  realisation  of  tlio  provision  made 
to  moot  it. 

The  only  reason  for  a metallic  cur- 
rency was  the  inability  of  the  majority 
to  recognise  value  in  a moHium  of  ex- 
change unless  such  inetilum  had  intrinsic 
value.  In  reality  the  people  understood  ^ 

but  not  cxphATO..  Thoy  tartomd  .uS,,' 
eota.  for  molAl  Iho  vnlu,  of  whitli  m.tnl  Um  tout.,,  of  o„nu  fn. 
was  easily  recognisable.  Today  they  are 
bartering  goods  of  all  sorts  for  otlier 
goods.  The  dniwback  to  this  is  that  both 
parties  require  a knowledge  of  the  value 
of  the  goods  offered  to  them  us  well  os 
of  the  goods  they  are  offering.  When 


day  to  day.  and  must  be  taken  into  ism 
sideration  by  ever>-  one  desiring  to  li-.ide. 
It  IS  a factor  that  complicate*  busmesi, 
and  renders  extremely  difficult  Uie  is- 
turn  to  normalcy  throughout  the  bu»t 
nr»s  world.  An  international  curreno' 
ha>  been  suggreled,  but  the  first  step 
towursl  that  would  be  a reduction  of  the 
numbers  of  the  existing  curroncios  by 
fesleratlon  of  SUtes  that  could  adopt  ii 
common  unit  International  tradeis  can 
arrange  nintton  between  themselves,  but 
they  are  met  at  every  turn  by  the  difft- 
cultira  of  internal  trading  with  the  goods 
obtained  from  other  eountrle*.  The  pro- 
cesses have  been  immensely  complicnI<«l 
so  that  margins  of  profit  have  to  be  sc- 
cur*»l  to  cover  uncertaintiea  Then  three 
margins  of  additionul  profit  react 
against  any  extension  of  business.  Thus 
we  arc  again  brought  around  to  the  con- 
flict of  the  political  with  the  economic 
position. 

^IlK  abandonment  of  the  gold  standard 
altogether  might  be  a pragivssive 
step.  It  could  bo  aceomplished  by  an  in- 
torimlionnl  union  of  bankers.  The  ad- 
vantage of  such  a step  can  be  logically 
provcil.  but  unfortunately  when  things 
aiv  loglcnlly  proved  their  always  exists 
a postulate  that  conditions  utr  peniin- 
iieiit.  That  is  rarely  the  case  A move- 
ment lowanl  fhnnge  iilmost  Invariably 
— " loose  enliiriy  friwh  factom 


denre 


the  predicted 
d,  A midway  route  results,  a loule 
hitherto  unknown.  We  know  wheie  wo 
are  with  the  gold  stnndnnl.  Whether 
we  shall  play  for  safety  or  take  a chance 
with  somotliing  that  aptienrs  better  is  • 
nmtlor  for  urbilrnry  decision.  Moan- 
,1.  . , while,  it  is  daily  becoming  more  obvious 

. 10  0 now  btaU  I.  null. 

Impossible  with  the  present  political  mop 
of  Eiiiope  Either  that  must  be  changed 
or  the  guld  stniidard  must  be  superseded. 
The  gold  slundurti  to  which  we  have  been 
flellun.  The  stamlanl  s 


s long,  while  busi-  ployed  is  much  smaller  there.  Thus  this  handled  paper  money  proimrly 

ness  time  is  fleeting  The  world’s  affairs  country,  the  British  Empire  and  Japan 
, must  go  on  from  day  to  day  even  if  “ trade  interest  in  the  resumption  '’'oiiey  the  difficulty  of  exchange 

Governments  lag  further  and  further  be-  specie  payments.  Moat  others  hnve  a Today  there  is  no  im-tal  cur 

Tiind.  If  Governments  cannot  put  their  trade  interest  opposed  to  such  rcsuinp-  •’cocy  obtainable,  and  every  one  telb 
currencies  on  a specie  basis  there  is  except  Russia.  Russia  produces  pajier  currency  Is  of  doubt 

-nothing  to  do  but  accept  the  fact  and  gold  but  does  not  use  it  as  currency.  It  ®*'  fluctuating  value.  The  metntlir  accustomed  n 

carry  on  business  in  view  of  it  Business  « treated  entirely  as  a commodity,  for  l"w  dianppeorcil.  How  it  is  to  gcnorally  understood  has  long  since  ills- 

cannot  stop.  Governments  will  always  sale  to  such  countries  as  esteem  it  Asia  ^ rt-mlitxiuccd  is  a problem  at  present  appenml,  Hut  gold  romains  the  measure 

take  their  time  even  though  delay  may  >s  practically  an  unmined  territory,  re-  comprehension.  From  1’oliind,  of  value.  That  moasuro  will  however 

ruin  a few  countries.  garded  in  terms  of  modern  appliances.  w‘“®ut  nny  value  at  all  to  iu  currency,  have  to  be  abandoned  in  favor  of  some 

In  this  country  we  are  gradually  real-  potentialities  of  the  Russian  supply  *'.'8''^  “P  through  slightly  better  comii-  commodity  that  is  preiwM  In  all  eoun- 

izing  the  significance  of  the  "continuity  ascertained.  They  arc  ‘n  other  countries,  to  the  countries  irie,  if  we  are  to  recognito  the  existing 

of  foreign  policy"  that  has  existed  for  P«>bably  enormous.  The  control  of  an  P®^  ® currency  worth  con-  polJtiful  divisions  of  Europe  Without 

four  centuries  in  Europe.  It  is  based  on  evc-Jncrcasing  amount  of  gold  might  «'<i«;™tion,  there  U every  gradation  of  extensive  federation  a gold  bails  Is  Ini- 

what  is  known  as  the  balance  of  power,  'hange  the  attitude  of  Russia,  aligning  variation  U-tween  face  value  and  real  possible  ouUidu  tlie  few  counlrle.  pos- 
it consists  in  dividing  and  combining  ^ree  gold  nations.  Those  ^'***  variation  change*  from  scaslng  gold, 

political  areas  in  such  a way  that  mill-  *®  '®'^he  a mar- 
tary alliances  may  not  affect  the  status  'vay  to  aceom- 

of  the  predominant  powers.  As  a simple  P^'®h  that  result  is  to  persuade  other 
matter  of  history  we  have  always  been  ®f  fl»e  desirability  of  using  gold 


aware  of  this  circumstance,  but  regard-  With  Russia  converted  to 

ed  it  rather  as  a curiosity  than  as  any-  standard  by  economic  necessity, 

thing  that  could  affect  us  practically.  means  would  have  to  be  found 

Previous  to  the  war  we  had  not  realized  general  resumptioji,  but  with 

that  it  was  the  apotheosis  of  gerryman-  Russiu  aligned  on  the  other  side  the 


Raw  Silk  Importations  Increase 


dering.  When  President  Wilson  spoke  of 
self-determination  be  was  speaking  as 
an  American,  thinking  of  State  Gov- 
ernments as  we  know  them  here,  with 
federation  as  a foregone  conclusion.  But 
when  his  words  reached  Europe  they 
1 entirely  different  meaning,  sug- 


camps  will  continue  divided.. 

The  trend  of  events  in  Central  and 
Eastern  Europe  is  to  build  up  strong  ar- 
guments against . the  retention  of  the 
gold  standard.  The  enormous  issues  of 


HE  people  of  tho  United  .«Uato«  will 
have  their  silks  irrrepcclivo  of  the 
demand  or  supply  of  other  articles  of 
daily  rc<|uiromcnt,  says  a stutoment  by 
the  National  City  Bank  of  Now  York. 
While  tho  quantltios  of  nearly  all  other 
classes  of  manufacturing  matorial  im- 
ported show  a big  fall  in  May.  IP21,  as 
compared  with  May,  1&20,  silk  imports 
show  a big  increase,  standing  for  the 


unsecured  paper  money  have  demoralized  month  of  May,  1921,  at  4,436,000  pounds, 
commercial  morality.  The  people  are  against  only  2,600,000  in  the  same  month 


^ring  cutting  up  of  politiral  boun-  coming  to  understand  what  bankers  al-  of  last  year,  while  artificial  silk  Imports 
danes,  as  has  been  done,  with  every  ways  knew — that,  paper  money  issued  stand  at  602,000  pounds,  ogsinjt  172  000 
State  maintaining  a separate  army,  in  excess  of  exchangeable  wealth  in  the  ’ ' 

Custom  Houses  and  all  the  parapherna-  possession  of  the  issuing  Government  is 
lia  of  diplomacy,  the  Balkanizing  of  the  precise  equivalent  of  accommodation 
Ehirope,  mulUplying  that  ancient  diffi-  bills  of  exchange.  The  paper  represenU 
culty  tenfold.  The  powers  that  were  par-  nothing  of  value  that  is  already  in  ex' 

amount  in  bringing  about  this  condition  istence.  It  is  a promise  to  pay  out  of  

of  affaire  proceeded  solely  on  political  future  taxes.  But  as  these  taxes  become  raw  silk  in  the  warehouse  Is'the  lowest 
lines,  entirely  d.sregardmg  economic  COD-  more  difficult  of  realization  the  finan-  since  it  began  compiling  sUUsUa  upon 
cia]  credit  of  the  Governmeot  is  shaken,  this  point,  and  that  the  apparent 


in  the  same  month  of  last  year,  and  silk 
manufacturea  as  a whole  stand  ot  fg,- 
240,000  value,  against  $4,888,000  in  May. 
1020. 

Meantime,  the  Slik  Association  of 
America  announces  that  the  quantity  of 


siderations  except  as  they  affected  j 


lost  year;  fibre*.  23,000  tons,  against 
20,000  in  May,  1020;  hidew,  .34,000,000 
pounds,  ngainit  46,000.000;  India  rub- 
ber, 24,000,000  pounds,  against  44,000,- 
000,  and  pig  tin.  2,000,000  pounds, 
against  0.000,000  In  the  same  month  of 
last  year,  while  even  wool,  which  Is  being 
imported  freely  in  view  of  a prospective 
increase  in  tariff  rales,  show,  but  a slight 
Increase  as  compared  with  that  of  silk, 
which  is  really  the  only  important  man- 
ufacturing matorial  which  has  thus  far 
shown  important  Incraasrs. 

The  growth  of  the  silk  industry  in  the 
United  Rtotes  hoe  bren  s surprise 
throughout  its  history.  Bringing  all  of 
its  raw  material  from  the  other  side  of 
the  globe  and  manufacturing  for  many 
years  exclusively  for  tha  people  of  the 
United  Btatw,  the  value  of  the  out- 
turn of  the  silk  factoriea  grew  ftom  $40,- 
OOO/iOO  In  1800  to  $87,000,000  In  1800, 


-T-v-.  _A  A . — ...  .9  aiiu  u>«k  ui*  CUn-  VWV,UVU  in  lOW  lO  U7,WU,UW  IH  toW, 

French  Government  has  levied  a eumpUon  during  June  is  “ths  highest  $t(nfi00fi0(}  In  1000,  $200,000,000  In 


a moment  had  in  mind  the  effect  of  these 
arrangements  on  the  gold  standard.  To 
them  this  was  one  of  the  eternal  verities 
that  could  not  be  affected  by  anything 
they  did.  Yet  they  have  made  the  re- 
sumption of  specie  payments  an  impos- 
ribility  until  all  these  little  European 
States  are  assimilated  .to  the  United 
States  of  America,  deprived  of  their  ar- 
mies, Custom  Houses  and  diplomats,  and 


sales  tax  which  yields  only  about  one-  ever  reported,"  30,877  bala 
third  of  its  estimate,  so  great  has  been  In  nearly  all  of  the  other  raw  ma- 
lts interference  with  business.  In  antJei-  tcriaU  Imported  for  manufacturing  the 
pation  of  the  proceeds  of  this  tax  much  quantities  entering  the  country  in  May 
paper  money  was  issued.  The  confidence  are  far  below  thooe  of  the  aame  month 
of  the  people  in  the  value  of  that  paper  of  last  year,  while  silk,  as  above  indi- 
is  shaken.  Had  the  issue  been  m^e  eated,  shows  an  increoM  of  33  per  cent 
against  a deposit  of  a quantity  of  metal  Raw  cotton  Imports  in  May.  1021.  were 
having  a value  appreciated  by  every  one  but  a little  over  6,000.000  pounds,  against 


and  desired  by  every  one,  there  could  nearly  SfiOOJM  In  the  i 


1910,  $264,000,000  In  1014  and  $889,000,- 
000  in  1910.  The  sums  psid  In  wages  for 
transforming  this  forsign  raw  maierisl 
into  form  for  use  by  our  own  psople  ad- 
vancad  from  $0j)00j)00  in  1880  to  $18,- 
000,000  In  1890,  $2I,000A)00  in  lOOO, 
$39,000,000  in  1^10,  $47,000,000  In  1014. 
and  probably  not  far  from  |100,000j)00 
in  1919,  though  official  figuna  on  this 


1 month  of  point  ars  not  yet  avallaUo. 
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Curve  of  the  Food  Cost  of  Living 


An  index  number  is  a means  of  showing  fluctuations  in  the  average  price  of  a group  of  commodities.  The  Annalist  Index  N^ber  shows  the  fluctu- 
ations in  the  average  wholesale  price  of  twenty-five  food  commodities  selected  and  arranged  to  represent  a theoretical  famuys  food  budget. 


POTENTIALS  OF  PRODUCTIVITY 


The  Metal  Barometer 


Building  Permits  (Brndstreet’a) 


MEASURE  OP  BUSINESS  ACTIYITY 


Bank  Clearings 


Gross  Railroad  Earnings 


WEEK'S  PRICES  OF  BiiSIC  COMMODITIES 


E T R I C S 


The  State  of  Credit 


Conpariaon  of  Week's  Conmerdal  Failures  (Dun's) 


To-  ' Over  T»t  Ovor  To-  Over  To-  Over  T<^  Over 

ts.on  Ul.  (5,000.  tol.  (3.0DO.  lol.  (S.OOO. 


OUR  FOREIGN  TRADE 


Foreign  Govenunent  Scenritiei 


1 Coo.  

1 5»  SSUeST^i 

a .IH*  SluesiW 


MiKesnu 

oi.nntroi.sn 


Bar  GoW  and  Silver 


Bar  sold  In  Londoo...  llS^ns  Od  115a  4d^m*  iud 
Bar  allvrr  In  London..  SSd^d 


Average  of  Wbolcaale  Prieea 
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Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 


The  space  between  the  base  line  and  the  broken  line  represents  the  cash  reserves  required,  that 
reserves,  or  free  gold,^  the  whole  space  between  the  base  line  and  the  heavy  line  represents  the 
so  that  the  record  can  never  be  bronght  to  the  date  of  publication.  The  chart 


between  the  broken  line  and  the  light  line  the  air«s« 
total  stock  of  gold.  The  supply  is  romputod  monthly, 
records  the  last  figures  published. 


Saturday,  July  23  Bank  Clearings 
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Aetaal  Condition 


Statements  of  the  Federal  Reserve  Banks 


Gold  reserve 
Rediscounts  . 
BUls  on  hand 
Due  members 
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Federal  Reserve  Bank  Statement  . 


Consolidated  statement  of  the  twelve  Federal  Reserv 
rcBSOURCIiS—  July  20, 

Gold  and  sold  cerliflcates  3308,44( 

Gold  with  forelan  agencies 


compares  as  follows : 
ly  13.  1021  July  23.  1020 
»2.341,000  f|80..120,00v 


Statement  of  Member  Banks 
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New  York  Stock  Exchange  Transactions 

Week  Ended  ^July  23,  1921 


Total  Sales  1,737,715  Shares 
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New  York  Stock  Exchange  Transaction* — Continued 


Wli  M . 


A NambTlilft 

HACKAY  COUPAN1B8.. 


fj5  ^ 


Mft/ihAttmn  Hl«ctrlc  Supply 


Msrlln-nockwcll 


■»> 


"w  Uu''*!! 


11%  iSi  i 


Mar  Department  Stores 

May  Depsrtmcpt  Stores  pf 

Pelrolram  pf!!!!!. 



Midvale  Steel  A OrttVijoO)! 
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New  York  Stock  Exciuuige  Transactiona — Continued 


Footnotes 
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The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 

Week  Ended  July  23  Total  Sales  $54,625,900  Par  Value 


^ctc  Yorkf  MoTt^iny  July  19J1 
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ilirnmn 


S<ocA  Bond  Trading- continued 


l-SilSSgi  iril  I 


^ S.i  lijsSS  S r l;'i 

i’:  Si  ,!  KS,”  s:rs;;,i 


Transactions  on  the  New  York  Curb 
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ADVKBTIHEklZNTS. 


C.F.CHILDS&CO. 


Victory 

NOTES 


The  Oldest  House  in  Americ* 
Specializing  Exclusively  in 
Government  Bonds 


Robinson  & Co. 

U.  S.  Government  Bondi 
Investment  Securities 


26  Cxchanse  PUc 


Canadian 

CovernzDenl.  Muoieipkl  and 
Corporation 

Securities 

A.  E.  AMES  & CO. 

EtlallUhii  1889 

74  Broadway 

ronto  NEW  YORK  Montre 

relephoix  8045-6  Rtclor 


“BOND  TOPI(^” 

A.  H.  Bickmore  & Co. 


At^CowiUrCo 


amence  Chamberlmn  & Co. 

I locorporaled 

I IIS  Broadway  Now  York 


Atnariean  Lifbt  A Traction 
PaeiHe  Gaa  it  Elaetrie 
Waatara  Powar 
Cantra)  Patralaom 

MacQuold  & Coady 

M wlusu  Ne~  Y^k.  T*l.  Raciof  9970. 


W.G.  Souden  & Co. 

/nvestmeni  Securiliu 
31  Nasaao  St,  New  York 

<7h<caeo  Orand  Ba>>4a 


Norlkera  OaUrio  Ufk^&  Poaar  lit  6s.  '31 
Gt.  Ncrtktra  Ry.  (Canada)  lit  4>,  1934 
Pacihc  Gas  k EietUie  lit  P(d. 


M.  S.  Wolfe  & Co. 

SpaeiaUtle  in 

Indeptndtnt’Ollt 


V E BTl  8EUE  N Tf) . 


VEBTI8EMRNT8. 


Open  Security  Market 


AdverlUemenlt  of  ouotaliona  on  tanlialcd  ae 
and  broken  of  refopnued  atondtnp.  TAov  are  • 

al  tho  overling  of  the  market  on  Uondav,  eo 
2 Reelor  Street.  Rete  Tork  City- 

-uriMea  ore  accepted  only  from  dealert 
la  of  iAe  J'rtdov  before  yublloatlon—tho 
ccurring  on  Baturdag  tciU  be  rtfleeUd 
<Aot  (Aeie  gaolallont  are  subject  to 
I.  The  Open  Jlarkef.  The  AmiatUI. 

Bonds 

Bonds 

UNITED  STATES  AND  TERRITORIES 


CANADIAN  SECURITIES 

SS14  ^ I j]i  B™I 


OTHER  FOREIGN,  INCLUDING  NOTES 

GERMAN  UUNIOIPAL  ISSUES: 


11^  iz’*  Dunham  a Co..  IS  Exctiango  Place.  KaoovcrtA 
lies  ^'u?hujn  a Co  13  Exchange  Place.  Hanover 

II  IZK  Jerome  D.  Sullivan  a Co..  14  Rroad  St.  Broad  I 
1214  Jeromi 


ADVXBTISBKBNTS. 

We  oten  and  otter 

Grand  Trunk  Pacific 

3a  a 4a,  1962 

To  Yield  6.50% 

Theae  booda  arv  oocoatfiGoo* 
ally  Eoaranteed  by  eodorsemenl 

and  are  payabla  ta  AmericaD 
Fuoda. 

MILLER  & CO. 

Hrmben  New  York  Slock  Exchange 

120  Broadway  New  York 


PrroTUice  of  Msoitoba  Si,  April,  ’22 
Province  of  Ontario  Si,  May  28, ’22 
ProT.  of  Saikatchewan  Si,  May,  1939 
ProT.  of  Saikatcbewan  5s,May,1939 
Britisli  Columbia  Si,  Jan.  6,  1925 
Prov.  of  Manitoba  6i,  May  15, 1931 

J.  H.  Holmes  & Co. 

inom^aV  * ^****^-^lon 


GERMAN  BONDS 

Baika  4a  Laipzif  4a,  4Mt  & Ss 

Breatn  4i  ft  4H*  Manakeini  4a 
Cologne  4a  Miiaich  4l  ft  Sa 

Coblenz  4a  NnreBberg  4a 

Dreaden  4i  ft  4^1  Stnttgart  4a 
Daueldorf  4a  Cer.Geo.Dec.4i  ft  4Ma 

Frankfort  4a  & Sa  Bad.  Anilin  ft  Soda  4)ba 
HaBbnrg  4i  ft  4%i  Get.  Govt.  3i,  4a  ft  Si 
Douoht—SoU — Qvoied 

niJNHAM&IB 

/nvfilmatl  Seturities 

43  Exebange  Place  New  York 


We  have  ordera'in 
Remington  Phonograph 
Metro.  5>S0c  Stores 
Urban  Motion  Pictnrei 
L.  R.  Steele  Com. 
Com’wealth  Fin.  Com.  & Pfd. 
Wilcox  Oil  & Gas 
Peters  Home  Builders  Units 

KdHLER,BREMER.(/a 

•STOCKS-BONOS* 

32  Broadway^  Hampton  Hotel. 


Brazil  4%  Loan  ef  1889 
Cbineae  Reorganlutton  B% 
Mexican  Gov’t  Loans 

BULL  & ELDREDGE, 


New  York  City 

Rank,  Tnut  and  InioraBce  Co. 
Stodu 

Parker  & Company 

Ban^  S(oc^  Departmrtit 

49  Wan  Street  New  York 

Ttl.  no  f/anever 

Formerly  Ce^xte,  Parker  & Co. 


Short  Term  Notes 

Cniius  & Sanger 


Pitts.,  Ft  Wayne  & ChL 
Preferred 

BENNETT  M.  MINTON 


Wolff  & Stanley 

BONDS 

72  Trinity  Place,  N.  Y. 


Veu»  Y<yrk,  Monday.  Juli  JS,  19n 
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Out-of-Town  Markets 
Boston 
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Pittsburgh 


VEBTIHBMENTS. 


ADTEBTI8BMKNT8. 


Op 


II  BtoHdwikr-  BaetorSl 


PrnchoD  _ 
Prnebon  A 
PriuboD* 
PywhooA 
PyticilOD^A 


PynchoD  % Co.,  Ill  Broadwaj*.  BeelorSl 
Pynchon  A Co.,  ill  Bro^wa^r.  HKlorS] 
IVnchoD  A Co.,  Ill  Broadwar.  Rector  BI 
PynclioB  A Co.,  Ill  Broadwar-  ReetorBI 
Pyneboo  A Co.,  Ill  Broadwa/.  Rector  81 
PrnebOD  A Co.,  Ill  Broadwar.  RoetorSI 
INiKhOD  ^ l^->  m Broadirar.  Rector  81 

PynchoD  A Co.,  Ill  Broadway.  Rector  BI 


Insold  A Co.,  T4  Broadv 


INDUSTRIAL  AND  MISCELLANEOUS 

M iw  PynchoD  A Co.,  ilYBroaowar.^iMcto^Mf  * 


I Tel.  or  Canada  &i 
I.  Car  A FViundry  Gi 


Dominion  Coal  lal  Be.  IWOa.,.,  7H 

SSSs'Vr’a'i'  ” “ 

Mnrque^Tron  7af ' lli«.  !f!  in 

O'Caia’cSal'ot  VaW.”.  !**! . ! Eb 
aharfor  On^A^Uol^Co^Bl  na.'M  .. 


Notes 
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CuBla  A Sansrr.  41 


Stocks 


STANDARD  OIL  SECURITIES 


1.  Doyle  A Co.,  30  Broad  81.  Broad  7108. 


ra  rtp«*'Llne'^ 


Charlea  B,  Doyle  A Co.,  30  Broad 
Charlea  B.  Doyle  A Co..  30  Broad 
Charlee  B.  Doyle  A Co..  30  Broad 
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Open  Security  Market 


PUBLIC  UTILITIBS 

u(  mkt.  Daobaia  A Oa„  U ItetkABcr  Placw. 


LkmbAcn  * O..  4}  BMIneiA*  ItM*.  tUnonr  lOn. 
H.  I_  Uofaf  rv  A a)  Wkll  St.  Hmsovw  lUBB 
H.  1^  lkoA«r\j  A C®-.  0>  TCkII  SI.  BADOVvr  iuOB 
H.  L.  nalian;  A Oa,  «>  W«ll  SI.  Munovvr  lUma 
W.  Srbmtl*.  M WUI  SI.  Huaoivr  IBT 
F^«rtek  w!  |chMj*|  M VV^I  » tUoovN^  IBt! 

J.  N|«k«me  Jr.,  01  Droatakjr.  Bowllas  ^'*'0  Sm 
J j^jwraDO  Jr.  01  Ilroadon^.  Bowllv  Or«ra  OMo! 
DuatkAm  A COh  Scchaw  iW*.  HaoovarlAOO. 
UkcQuolO  A CMOy.  14  WUI  St.  Rc«tOMM70. 


INDUSTRIAL 


lunoujih*  Adding  Hacli.  i 


DousiBt  ShM 


»tn»Si''iii«TiVto  'ooVh%  pK! 

iplr®  Steel  A^Iron 

rr«1l,  'ivm.  A ten,  7ft  pi 

K.  Ftwiklln  U/s 

iFUt)-  C^ltnl  Corp 


<el^y*8p^"*  Motor' T 


AND  MISCELLANEOUS 

Dunham  A Co..  43  Kachaixce  Ptacr.  Henove 
R.  J.  HcCIriUoil  A Uo  .IW  Broadway,  fuel 
PyBchoo  A Co.,  Ill  Broadway.  Racior  tis. 

K.J.  McClelland  A Co.,  too  Broadway.  MrolurC 
R.  J.  McClelland  A Oo..  100  Broadway.  Revtor  (1 
iStichoo  A Oo.,  IIS  Broadway.  RecterSli. 


r.  McCIellaad  AGO.,  I 
Dunham  A Co..  43  Kachaon  I' 
It.  J.  McClelland  A Co..  KM  Bn 
Dunham  A Co.,  4.1  Kaebanite  p 
PynchOD  A Co!,'  Ill  ilroad^. 


. J.  H^jeljand  A 


i„  3Z  Broadway.  Broad  S 


Ki^(^PlM.'‘’Kaiw'vvr  (I 
R.  J.  McClelland  A Co  . lOO  Broadway.  Rector  ( 
O.  V.  Redmond  A Co,.  ID  Concroro  SI..  Iloalon,  I 
Dunham  A Co..  43  Bzchance  nace.  Hanoror  U 
R.  J.  McClelland  A Co.,  100  Broadway.  Rector  C 
R.  J.  McClelland  A Co..  lOO  Broadway.  Rector  ( 
R.  A.  telch  A Co..  lU  Each.  PI.  B.  Rr.  3Z» 
R.  J.  kIcClelland  A Co..  lOO  Broadway.  Rector  ( 
1).  T.  Hednwnd  A Co.,  Il>  Concreoa  SI.,  Boaton,  I 
Pynchon  A Co,]  til  Broadway.  Rseior  SIS. 
Dunham  A Oo..  43  Ea^ante  Place.  Ranorer  83 
Pynchon  A Co.,  Ill  Broadway.  ReclorSIS. 
Dunham  A Co.,  43  Bachaniie  Place.  Hanover  N 


Ollddcn,  DavIdceA 
M m 


I.  McClelland  A Co.. 


ia.^100  E 


I Broadway.  Rector  Si 
^S  Rroadway.  Rector  B] 


111  Broadway.  Rector  SIS. 

A Co..  100  Broadway.  R«lor 
111  Broadway.  ReclorSIS. 

13  Rxchanse  Place.  Hanover  S 
III  Broadway.  RectorSIS. 


^hOB 

IL  A.  S 
R.  J.  McCteliaod  A 


13  Bxcliance  Place.  Ilanom  )U 
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Keep  our  Ships  on  the  Seven  Seas  under  the  Stars  and  Stripes 


AMERICAN  SHIPS  ARE  AVAILABLE  FOR  YOUR  OCEAN  VOYAGE. 


N«w  Combination  Passenger  and  Freight  Ships — Past.  Luxurious  Steamers, 

THE  STANDARD  OF  THE  MARINE  WORLD 

Latest  Passenger  Sailings 


New  York  to  Europe  vii 
6— Susquehanna. 

Return  New  York  \ 
New  York  to  Europe  vi 
6— Old  North  State. 
Return  New  York  ' 


a Bremen,  July  29th. 
Boulogne  and  London. 


New  York  to  Europe  v 


7ia  London  and  Boulogne,  July  28th. 

I Boulogne  and  London. 

6 — Panhandle  State,  August  2nd. 

Return  New  York  via  London  and  Boulogne,  August  18th. 
New  York  to  Europe  via  Boulogne  and  London. 

6 — Old  North  State,  Augu.st  16th. 

Return  New  York  via  London  and  Boulogne,  September 
let 

New  York  to  Europe  via  Bremen  and  Danzig. 

6 — Susquehanna,  Auguet  18th. 

Return  New  York  via  Danzig,  September  6th;  via  Bremen, 
September  10th. 

New  York  to  Europe  via  Bonlogne  and  London. 

6 — Panhandle  State,  September  6th. 

Return  to  New  York  via  London  and  Boulogne,  Septoinber 
22nd. 


New  York  to  Europe  via  Boulogne  and  London. 
t^OId  North  State,  September  20th. 

Return  New  York  via  London  and  Boulogne,  October  6th. 

New  York  to  Italy  via  Naples  and  Genoa. 

6 — Princess  Matoika, 

Return  New  York  via  Genoa,  August  4th;  via  Naples, 
August  6th. 

New  York  to  Italy  via  Naples  and  Genoa. 

6 — Pocahontas,  August  11th. 

Return  New  York  via  Genoa,  September  let;  via  Naples, 
September  3rd. 

New  York  lo  Italy  via  Naples  and  Genoa. 

6— Princess  Matoika,  August  26th. 

Return  New  York  via  Genoa,  September  16th;  via  Naples, 
September  17th. 

New  York  to  Italy  via  Naples  and  Genoa. 

6 — Pocahontas,  September  22nd. 

Re^m  New  York  via  Genoa,  October  13th;  via  Naples, 


October  16tb. 

Key  number  before  ship’s  name  indicates  name  and  address  of  steamship  company  in  the  following  list: 


Operators  of  Passenger  Services 

1 Admiral  Line, 

4 New  York  & Porto  Rico  S.  S.  Co., 

6 U.  S.  Mail  S.  S.  Co. 

17  State  St,  New  York  City 
2 Mataon  Navigation  Co., 

120  Market  St,  San  Francisco 
26  S.  Gay  St,  Baltimore,  Md. 

11  Broadway,  New  York  City 

46  Broadway,  New  York  City 

6 Pacific  Mail  S.  S.  Co., 

7 Ward  Line, 

3 Munson  Steam  Ship  Line, 

7 Hanover  Square,  New  York  City 

(New  York  and  Cdba  Mail  S.  S.  Co.) 

82  Beaver  St,  New  York  City 

621  Market  St.,  San  Francisco,  Calif. 

Foot  of  Wall  St,  New  York  City 

American  Freight  Ships  to  All  Parts  of  the  World. 
SERVICES 

Europe  • Cuba  and  Mexico 


, Oporte,  IJiboD 


k Glbrmltmr,  TnniB 


I,  Oporto.  Viso 


Islands  of  Atlantic,  West  Indies  and  Caribbean  Sea 
China,  Japan,  Philippines  and  Straits  Settlements 


>7  Spain.  Portacal 

South  America 


India  and  Dutch  East  Indies 
Africa 

lOa  S4  Soath  and  Knot 

a,  Hnlta,  Beypt,  as  Wort  Conn 


FOR  SAILINGS  OP  FREIGHT  SHIPS  TO  ALL  PARTS  OP  THE  WORLD  WRITE  DIVISION  OF  OPERATIONS,  TRAFFIC  DE- 
PARTMENT, U.  S.  SHIPPING  BOARD  EMERGENCY  PIJBET  CORPORATION,  WASHINGTON,  D.  C. 


The  Annalist 

A Magazine  of  Fbance,  Commerce  and  Economics 


Vol.  18,  No.  446 


NEW  YORK,  MONDAY,  AUGUST  1,  1921 


Chief 

Page 

Contents 

Page 

Thrift  or  Paternalism— Which?  . . 

99 

Bank  Clearings 

107 

Untinged  Truths  of  the  I>ye  Sit- 
uation   

101 

New  York  Stock  Exchange  Trans- 
actions  

108 

Does  International  Position  Just- 

Trend  of  Bond  Prices 

112 

Ify  a High  Tariff? 

102 

Week's  Curb  Transactions 

113 

South  American  Currencies 

103 

Open  Security  Market 

114 

The  Proposed  Tariff  on  Oil 

104 

Dividends  Declared  and  Awaiting 

The  Food  Crisis  in  Soviet  Russia. 

105 

Payment 

115 

Barometrics 

106 

Transactions  on  Out -of -Town 
Markets 

116 

Federal  Reserve  Banking  Statis- 
tics   

107 

The  Annalist  Barometer  of  Busi- 
ness Conditions 

118 

l%e  black  Uae  shows  the  cIosJdk  average  price  ot  fifty  atocka.  half  iadsalriab  and  half  railroads.  The  black  area  ahewa  for  aa^  ^ 
highest  and  lowest  daily  average  price  of  the  twenty-five  iodoatr^ls,  and  the  white  area  the  corrcapoadlng  figoren  for  twaaty-flve  rails. 


■Up 


m-i= 


THE  ANNALIST 


New  York,  Monday.  August  i.  / 


VEBTIHKMKWn 


Buenos  Aires  1% 
6%  Cedulas 

Ad{  lot  Circular  A 

C.B.RICHARD&CO. 

EsUblubed  1847 

29  B’way,  New  York 

Phone  Wbitehell  SCO 


French 

Italian 

German 

Belgian 

CoTemment,  Municipk] 
and  InduitrikI  'iMuet 
Dovthl—SeU—Qaotti 

WUmtnm&Co,. 


WESTERN  CANADA 

is  recognized  as  a wonderful 
field  for  investment. 

If  you  wish  to  keep  in  touch 
with  its  development  read  the 
financial  paper  of  the  West. 

CANADIAN  FINANCE 

Published  at  Winnipeg 


Bank  and  Trust  Co. 

Stocks 

CLINTON  GILBERT 

2 W&U  Sl.  N.  T.  Td.  4S4S  Rtrtw 


LIQUIDATION  NOTICE. 


rAClVlO  UAS  AND  GI.KOTKIC  C< 
R8T  rRKKURnBD  DIVIDEND  NO 
iiNAi.  rineKBimau  dividend  i 


HOCKBNBBAMGU, 


Hart  Oil 
General  Oil 
Edmonds  O.  & R. 

• Owenwood  Oil 
R.  £.  Seamans  Co.  Pfd. 
Stevens  Duryea 

Bought— SolJ—QuaUJ 

WILSON  & COMPANY,  Inc. 

1418  Walnut  St.,  Philadelphia 
Ueuit  S176-7-8 


AMERICAN 

SUGAR 

REFINING 

pricee  unalyeed— other  features  In 

for  a MARKET 

ropy  C-ICK  OPINION 

R.H.  MacMASTERS  & CO. 

M.ahfi  C.,t.lUtlU  SimI  ./  N.  T. 

82-84  Broad  St.  New  York 


Water  Power  Developments 

ivetligBlioiu  Detignt  ApprsiisL 

CHARLES  B.  HAWLEY 

Consulting  Engineer 


flmtrican  Banker 

OLDEST  AND  MOST  WIDILV  OIReULATID 

Banking  Journo/  in  itmenco 


HOW  OLD  IS  YOUR 


BODY? 

A good  straighten- 
ing up  might  make 
you  look  ten  years 
younger. 

Don’t  go  around 
with  an  old  age 
slouch.  We  will 
make  you  con- 
s c i 0 u s of  how 
young  and  vigor- 
ous you  are. 
McGOVERN’S 
GYMNASIUM 

Durlfind'.  KIdIna  .Teaulrfrir 

5 West  66th  Street 

New  York  City 


The  Annalist  Binder 

Strong,  handsome  binder  to  hold  26  issues  of  The 
Annalist.  The  binder  is  durable,  being  made  of 
strong  cloth,  lettered  in  gold.  Price  $1.60. 
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Times  Square — New  York 
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August  Number  Just  Out  . 

Current  History  Magazine 

Published  by  The  New  York  Times  Company 
192  Pages — Profusely  illustrated 


Menace  of  the  Anglo- 
Japanese  Alliance 

It  means  war,  in  thejudgment 
of  an  Oregon  educator. 

China’s  Destiny  in  the 
Balance 

By  the  Chinese  Ambassador, 
Alfred  Sze. 

The  Plight  of  China 

By  Jesse  W.  Jefferis. 

Santo  Domingo  to  be  Free 
By  Horace  Knowles,  former 
Dominican  Minister;  Faults  in 
the  American  withdrawal 
program. 

Polish  Legislature  at  Work 
An  account  of  the  constructive 
work  of  the  Polish  Parliament. 

Dispute  Between  France 
and  Switzerland 
A knotty  problem  concerning 
customs  boundary  not  settled 
at  Versailles. 

Trade  Unions  Ruining 
British  Industry 
Written  by  a noted  English 
publicist  who  presents  aston- 
ishing facth  and  figures. 

Divorce  and  Its  Increase 
Figures  showing  the  steady  in- 
crease and  the  varying  phases. 

America's  Exit  From 
Santo  Domingo 
Text  of  Admiral  Robison’s 
proclamation  which  called  forth 
protests. 

Santo  Domingo’s  Title  to 
Independence 
By  an  American  living  there. 

What  Foreign  Govern- 
ments Owe  the  V.  S.  A. 
Official  details  of  the  debts  due 
by  each  foreign  country  to  the 
United  States. 


Why  the  Greeks  Are 
Fighting  Turkey 
Story  of  their  unutterable 
wrongs  by  a Greek-American 
journalist. 

A Defense  of  the  Turks 
A brilliant  article  by  an  Ameri- 
can journalist. 

Why  the  Jews  are  Un- 
popular in  Poland 
A frank  article  which  points 
out  the  causes  of  antisemitism. 

Has  the  Czech  Republic 
Right  of  Statehood? 

An  American  Hungarian 
strongly  assails  the  rightto 
separate  Statehood  of  Czecho- 
slovakia. 

Where  Was  the  War  Won? 
An  important  article  by  an 
authority  who  contends  that 
the  war  was  won  in  Palestine 
and  the  Balkans. 

The  Irish  Truce 
A non-partisan  account  of  the 
events  which  led  up  to  the 
negotiations. 

The  British  Imperial  Con- 
ference 

A summary  of  the  main  results 
of  the  Council  of  Premiers  in 
London. 

American  Claims  Against 
Germany 

Official  tabulation  of  the  $221,- 
000,000  claims  of  American 
citizens  against  Germany. 

The  Quest  for  the  Missing 
Link 

An  interesting  accountof  a new 
search  to  supplement  what 
science  knows  concerning  the 
origin  of  the  human  species. 

Building  Up  the  Czech 
Republic 

The  story  of  the  building  up 
of  the  new  republic,  vrith  an 
interview  with  the  President. 


Current  History  Magazine  for  August 

On  News  Stands 


35  cents  a copy 


$4.00  a year  by  mail 


Office* 

Trl«pbooe,  Bnraat  1 
TlnM  Building Tli 


Brooklyn SCO  WoohinctoD  St. 

Woshinston Alb«e  BuUdlng 

Chiokco U0S-II04  -nfbun«  BuUdtns 

Detroit 701  F\>rd  BuiidUiS 

St.  Louis (13  Qlobe-OccB.  Bulldl&e 

San  Prancloco 7tS  Market  St. 

London 13  SallMiury  Souare.  £.  C 

ParlaJ^u  Matin.  ( Boulenird  rolasonniara 
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Thrift  or  Paternalism  — Which  ? 


ff^lijljillj^'M  getting  ‘fed  up’  on  all 
^ these  explanations  about 

Is  what’s  wrong  with  busi- 
i ness.  Every  day  some  big 
I gun  gives  out  another  rca* 
= son  why  my  cost  of  living 
r don't  come  down  as  fast  as 
z my  income,  why  fellows  I 
^.^TlijilU^  know  are  being  laid  off, 
why  money’s  getting  tight* 
er.  Now  they  tell  us  there’s  be  more 
work  to  do  if  we  all  work  harder  to  clean 
up  what  little  work  there  is.  I don’t 
get  it.” 


The  speaker  was  a machinist  earning 
$45  a week.  He  can  be  called  an  average 
wage  earner,  one  of  the  millions  whom 
we  are  urging  to  work  harder  and  spend 
more.  He  can  see  why  such  extra  effort 
on  his  part  may  save  his  job,  but  it  is 
hard  to  convince  him  that  speeding  up 
when  work  is  slack  will  make  more  work 
for  others.  If  you  argue  with  him  he 
goes  further  and  observes  that  his  own 
lay-off  will  be  hastened  if  present  orders 
are  hustled  through. 

It  b equally  hard  to  convince  this 
anxious  job  pincher  that  if  he  spends 
money  faster  he  will  be  able  to  earn 
more,  because  more  things  will  have  to 
be  made.  But  he  represents  the  element 
which  must  have  explanations  which  con- 
vince, sooner  or  later. 

The  average  worker  is  no  more  puz- 
zled than  our  statesmen,  bankers  and 
business  men  seem  to  be.  There  is  no 
unity  of  plan.  Different  steps  are  being 
urged,  but  no  route  is  charted.  The 
paths  being  urged  to  lead  us  back  to 
prosperity  diverge,  and  divide  us.  Taxes 
and  Government  expenditures  must  be 
cut,  of  course,  to  reduce  living  costs  and 
stimulate  business  initbtive.  But  this 
must  throw  Government  employes  out  of 
work,  and  our  army  of  unemployed  is 
already  large.  The  tariff  is  to  be  higher 
than  ever,  which  must  keep  prices  up. 
Wages  must  be  cut,  which  must  reduce 
the  public’s  spending  power  at  a time 
when  we  need  more  consumer  buying. 
We  must  develop  our  foreign  trade,  but 
it  must  be  all  selling  and  no  buying;  we 
must  not  collect,  through  growing  im- 
ports, any  proceeds  from  our  sales.  It 
b confusing. 

Many  people  are  asking:  “ How  did  we 
get  along  so  well  before  all  this  war 
mess  came  to  upset  us  ? ” 

It_  seems  certain  that  we  must  have 
just  drifted,  without  plan  or  method, 
steering  no  definite  conne,  only  fair 
weather  and  favorable  currents  keeping 
us  in  the  sea  lanes  of  progress  and  pros- 
perity. There  must  have  been  some  un- 
seen force  which  guided  us,  in  spite  of 
our  lack  of  plan.  Can’t  we  discover  that 
force,  and  by  a few  extra  strokes  swim 
again  into  that  favorable  gulf  stream 
and  so  drift  back  to  prosperity? 

We  are  trying  to  deflate  our  credit 
and  currency,  our  wages,  costs  and 
prices.  It  is  a task  we  have  achieved 
successfully  several  times  before  now, 
notably  after  the  Civil  War.  But  then 
onr  country  was  only  half  devdoped, 
our  land  only  half  opened  up.  In  the 
forty  years  which  followed  the  war  a 
flood  of  immigration  provided  workers 
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for  many  millions  of  new  farm  acres,  for 
timber  tracts  and  mining  companies. 
Transportation  systems  were  extended 
nation-wide,  and  countless  new  inven- 
tions made  an  immense  trade  increase. 
Now  our  land  is  all  taken  up  under  pri- 
vate ownertihip;  we  have  transportation 
lines  wherever  they  are  needed,  and  we 
cannot  assimilate  mor^  than  a trickle  of 
immigration.  The  gulf  stream  in  which 
we  used  to  drift,  the  force  which  built 
our  prosperity,  was  an  outpouring  of 
nature’s  bountiful  resources.  Fields,  for- 
ests and  mines  were  giving  new  wealth 
for  all  effort  expended.  We  borrowed 
from  Europe  the  capital  for  financing 
our  new  wealth-getting  ventures,  and  for 
years  we  paid  our  interest  on  these  in- 
vestments by  shipping  Europe  more 
goods  thaiT  jfo  took  from  her. 

That  is  all  changed  now.  In  1714  Eu- 
rope stopped  producing  and  madiyde- 
stroyed  property  (or  four  years.  In 
supplying  her  with  products  we  paid  off 
what  we  had  borrowed  from  her,  and  ad- 
vanced her  three  or  four  times  as  much 
as  we  had  owed  her.  To  produce  this 
and  join  in  the  fight  we  stopped  much  of 
our  own  construction  work,  but  expanded 
our  facilities  for  manufacturing.  We 
issued  billions  of  printing-press  monoy 
and  developed  greedy  trading  speculation 
on  a nation-wide  scale,  with  a movement 
of  rising  prices.  Deflation  cannot  be  ac- 
complished now  by  the  means  we  used 
after  the  Civil  War.  New  resources  of 
nature  are  not  available.  We  must  make 
better  use  of  those  we  have.  We  roust 
improve  our  national  efficiency.  For 
more  than  four  years  we  stopped  work 
on  projects  of  permanent  construction. 
This  neglected  work  must  now  be  mode 
up.  And,  in  1914,  we  were  on  the  verge 
of  one  of  our  habitual  panics.  The  war 
postponed  that  shake-up.  but  it  only 
postponed  it  Our  readjustment  is  a dou- 
ble problem.  First,  we  must  get  back  to 
the  “normalcy”  of  1914  by  catching  up 
on  four  years  of  neglected  construction; 
then  we  must  repair  what  was  wrong  in 
the  situation  in  1914.  Analyze  each  of 
these  problems  and  perhaps  we  shall  see 
that  they  both  grow  out  of  the  same 
cause. 

Reviewing  the  period  of  our  most  rapid 
development,  from  1670  to  1910,  there  Is 
glaringly  plain  a tendency,  a gradual 
movement  which  provoked  our  periodical 
“panics,”  including  the  threatened  one 
of  1914.  In  that  period  our  trading, 
non-producing  industries,  both  as  to  the 
capital  they  absorbed  and  in  number  of 
persons  employed,  grew  twice  as  rapidly 
as  onr  population,  twice  as  rapidly  as 
our  producing  industries.  The  lost  eqnl- 
librium  between  producers  and  distrib- 
uters is  shown  by  these  tigores;  In  1870 
we  had  one  distributer  for  every  seven 
producers  and  every  thirty-one  eonsum- 
en.  or  members  of  our  total  population. 
By  1900  we  had  two  distributers.  Onr 
non-prodadng,  trading  activities  had 


grown  ^ice  an  fast  as  our  producers, 
twice  as  fast  as  Iho  population.  As 
labor  is  the  cause  or  basis  of  all  cost,  the 
trnding  proccraes  hnd  grown  to  cost 
twice  os  much  as  they  did,  for  twice  the 
proportion  of  people  were  required  to 
perform  them. 

As  late  as  16K0  the  costs  and  sales 
records  of  thousands  of  retail  meivhants 
showed  that  they  required  a gross  profit 
of  only  15  cents  out  of  the  customer’s 
average  ilollar  to  <lcfray  all  their  operat- 
ing expenses  and  leave  then\  tlicir  net 
profit  By  1910  retail  trade  statistics 
showed  that  just  double  those  figures  of 
gross  profits  prevailed.  INery  one  of  us 
is  a consumer,  buying  from  a retail  store, 
and  now  pays  30  per  cent  of  every  dollar 
spent  for  any  kind  of  goods  or  service, 
merely  to  support  the  nation's  storokeep- 
era.  The  amount  added  since  1870  is  16 
per  cent,  of  the  total  spending  power  of 
the  nation.  During  tho  Liberty  Ix«n 
drives  tho  Government  cetimate  of  our 
total  spending  power  was  $70, 000, 000, 000 
a year.  TThen  the  cost  of  our  retailing 
to  the  consuming  public  has  grown  16 
per  cent  of  $70,000,000,000,  or  mors  than 
$10,000,000,000.  Much  more,  in  fact,  for 
in  1870,  with  retailing  costing  16  per 
cent  of  the  consumer's  dollar,  production 
and  bulk  commodity  transportation  were 
costing  70  per  cent  If  the  earlier  pro- 
portion prevailed  today,  this  would  bo. 
say,  $60,000,000,000.  But,  since  all  con- 
sumers have  now  to  pay  16  per  cent 
more  for  the  retailors'  share  of  their  liv- 
ing cost,  the  wages  paid  now  to  all  work- 
ers in  production  and  transportation 
must  be  16  per  cent  more  than  would  be 
required  if  the  retailing  cost  of  supply- 
ing them,  as  consumers,  had  not  In- 
creased. Now,  16  per  cent  of  $6O,0VO,- 
000,000  Is  $9,000,000,000.  so  that  actually 
at  least  $19,000,000,000  of  tho  nation’s 
present  spending  cost  would  not  be  nec- 
essary if  retailing  now  cost  nu  larger  a 
proportion  of  our  spending  than  It  did  in 
1870. 

VERY  little  of  thik  increased  toll  is  due 
to  retailers’ prefiUerIng.  Except  for 
the  three  war  years  there  has  been  none 
to  speak  of.  The  history  of  business  mor- 
tality prior  to  1916  showed  that  90  per 
cent  of  all  retailers  failed  or  went  out  of 
business  within  ten  years.  The  war  cut 
that  tremendously,  but  at  the  present 
rate  of  Inereasc  In  business  fallurM, 
showing  9,000  in  the  first  six  months  of 
1921,  we  shall  probably  have  26,000  for 
the  year,  a majority  of  them  being  re- 
tallon. 

No,  the  average  net  profit  being 
earned  by  our  storekeepers  is  not  large; 
in  fact,  1s  a very  small  per  cent,  of  their 
sales.  Most  of  them  earn  no  profit  above 
fair  Interest  on  the  capital  tovestod  and 
a modest  salary  to  the  owners.  Growing 
expense  Is  alone  responsible  for  the  In- 
creased gross  profit  which  our  retailers 
now  exact  from  customers.  It  is  popu- 
larly believed  that  the  Improved  sendee 


rendeml  by  retailen  to  their  cuilonu'is 
is  the  cause  of  the  addnl  expense.  This 
is  not  sa  Only  in  de;«rtment  stores  ran 
this  cost  be  shown  os  a substantial  Hem. 
and  there  it  will  not  exeeed,  for  necxw 
sary.  useful  service,  more  than  S per 
cent,  of  the  salro.  Defenders  of  our  ro- 
taillng  point  to  the  greater  sales  volume 
as  proof  that  the  growing  number  of 
stores  i.<  doing  a proportionately  greater 
amount  of  work.  This  volume  Increase  is 
largely  price  increase,  due  to  growing 
expenses.  They  ask  that  the  value  of  a 
costly  service  be  measured  by  iU  in- 
creasnl  rosti  Srlvntlfle  study  of  our 
stores  and  their  u|>crmtlng  exprn.*eB 
shows  that  eom|>elitlon,  and  cnm|>etltion 
alone,  Is  the  causo  of  their  high  expense 
rale.  Even  the  "fancy  trimmings"  of 
seivics  paraded  In  defense  of  our  modem 
costly  retailing  have  been  deviseil  and 
adopted  as  the  direct  result  of  competi- 
tion. The  rompctitlon  has  grown  solely 
as  the  result  of  the  growing  number  of 
storw,  and  the  perrentage  of  expense  to 
sales  has  grown  coirsspandingly.  As 
every  student  of  business  management 
knows,  direct  expenoe,  or  “overhrad,” 
shrinks  as  volume  grows  iml  vice  vena. 
As  the  number  of  our  stores  grew  foster 
than  our  population,  the  available  sales 
volume  was  spread  more  and  more  thinly 
among  more  eompelltors,  causing  all  the 
Items  of  fixerl  or  '‘ovoikead”  expense 
to  cost  u bigger  percentage  of  the  sales. 
Prices  ha<l  to  be  inerrased  areordingly. 
But  this  was  not  enough.  Bales  volume 
had  to  be  expanded  faster  than  priees 
could  bo  raised.  So  the  buying  public 
was  rapidly  educated  in  extravagance, 
was  taught  to  desire  end  to  buy  more 
and  more  thtnga  An  emllsss  stream  of 
novelties,  of  luxuries,  of  non-essrntlel 
erratlons  has  been  created  end  exploited. 
Styles  In  epperel,  In  furnishings,  In  deco- 
rations have  changed  with  ever-growing 
frequency.  Consumer  credit  was  also  ex- 
pended, instalment  selling,  "club”  plans 
end  deferred  billing  having  helped  mil- 
lions of  consumers  to  discount  their 
future  Incomes,  to  spend  fester  than  they 
cemoh 

Today  we  have  e nation  effllctwl,  os 
no  other  nation  has  ever  been,  with  the 
high  cost  of  living  and  " the  eoet  of  high 
living.”  es  James  J.  Hill  used  to  put  It. 
The  economic  consequences  of  this  de- 
velopment of  overselling  and  overbuying 
are  serious,  more  mHous  than  is  gener- 
ally known,  so  serious  that  our  whole 
movement  toward  readjustment,  towenl 
“normalcy,”  Is  being  obstructed  by  It 
end  must  be,  until  we  recognize  the  ceuee 
end  remove  It. 

As  to  the  Buspetijlon,  elnc#  1914,  of 
our  construction  program,  little  seema 
to  have  been  said  in  ell  our  discussion  of 
a " reoiljustmenl " program.  Apart  from 
tho  glaring  need  for  housing  Id  nrarly 
every  city  and  town  of  the  country,  we 
have  hod  little  enalysla  of  tho  eltuatlon. 
But  there  ere  other  kinds  of  construction 
need.  Any  providing  of  capital,  perma- 
Dcntly  invested  or  employed,  ie  a kind  of 
construction.  We  have  five  general 
dlnctloDa  In  which  there  Is  urgent  need 
of  capital  for  delayed  construction.  We 
can  say  that  all  of  our  baale  iodustrlee 


100 


THE  ANNALIST 


New  York,  Monday.  August  /.  I92i 


need  huge  *um«.  Those  requiring  it  most 
urgently  are  agriculture,  housing,  trans- 
portation, public  utilities  and  foreign 
trade.  And  this  tremendous  fact  must 
be  remembered:  We  cannot  get  any 

capital  from  other  countries.  We  are 
now  a nation  of  lenders,  not  borrowers. 
Some  years  ago,  when  the  Pennsylvania 
Railroad  terminal  station  in  New  York 
required  a hundred-million-dollar  build- 
ing loan,  the  money  came  from  the 
French  peasants'  stockings.  But  all  the 
countries  whose  savers  and  investors 
have  backed  us  with  capital  in  the  pa.nt 
arc  now  asking  us  for  loans, 

Here  is  a conservative  estimate  of  the 
new  capital  which  we  will  need  for  the 
next  five  or  six  years: 

A Year 

Housing  S4,000,000,ono 

Agriculture  ..........  1,000,000,000 

llailroads  1.000,000,000 

Public  utilities 1.000,000.000 

Foreign  trade 1,000,000,000 

Add  to  this  the  needs  of  the  Govern- 
ment, figured  on  present  operating  con- 
ditions, which  Senator  Smoot  has  de- 
clared must  be,  at  the  .smallest  estimate, 
$4,000,000,000  a year.  Thi.s  does  not  in- 
clude soldiers’  bonus  or  any  new  under- 
takings. This  gives  us  a needed  total  of 
?12, 000, 000,000  a year  of  newly  invested 
capital  for  some  years  to  come. 

How  much  investing  power  have  we? 
Strangely  enough,  slatistic.H  on  this  vital- 
ly important  question  are  hard  to  find. 
The  mo.st  reliable  estimate  of  the  na- 
tion's total  inve.stmcnt  volume  in  1913, 
our  higgc.st  recorded,  was  about  $3,333,- 
000,000.  With  the  pre.sent  inflation  that 
amount  would  not  represent  $5,000,000,- 
000  to  $6,000,000,000  us  being  made 
available  ouch  year  to  supply  a need  for 
$12,000,000,000!  We  are  suffering  from 
a capital  shortage  of  at  lea.st  $0,000,000,- 
000  to  $7,000,000,000  a year. 

Now,  real  capital  can  be  created  only 
out  of  caimcd  income,  from  the  saving.^ 
of  individuals,  The  new  capital  needed 
now  must  come  rhicfly  from  our  millions 
of  small  savers.  The  big  incomes  are 
being  assessed  too  heavily  by  the  income 
tax  to  provide  much  additional  inve.st- 
ment  power.  Our  people  must  save 
twice  as  rapidly  as  they  over  did  before 
the  war.  How  fast  are  they  saving  now? 

In  1910  an  estimate  was  made  and 
published  in  the  Journal  of  the  American 
Bankers'  Association  that  the  increase 
per  capita  of  .savings  on  deposit  was 
about  fiD  per  cent,  in  the  four  previous 
years.  This  i.s  now  called  unreliable, 
and  the  Controller  of  the  Currency  is 
calling  for  a form  of  report  from  all 
banks  to  .show  the  actual  figures  from 
now  on.  In  the  absence  of  more  au- 
thoritative information,  however,  we  can 
use  it.  Without  inCution  to  expand  the 
amount  of  dollars  handled  it  is  doubtful 
whether  we  enn  bo  .sure  of  a faster  in- 
crease in  savings  for  inve.stment  than  10 
per  cent,  per  year,  which,  plus  interest 
at  3 to  4 per  cent.,  woubi  give  us  just 
about  60  per  cent,  inciva.se  in  four  years. 
As  wo  must  at  least  double  the  speed  of 
accumuinteil  .saving.s,  in  order  to  provide 
the  capital  needed,  we  can  safely  figure 
that  our  basic  industries  cannot  be  re- 
built in  less  than  eight  years,  unle.s.s  in- 
flation is  persisted  in  or  the  savings  of 
the  nation  are  greatly  increased. 

But  as  inflation  would  maintain  high 
prices,  and  a.s  high  prices  are  alivady 
curtailing  consumption  and  crippling  the 
industrio.s,  we  must  abandon  it.  It  will 
be  eight  years  before  we  are  caught  up 
in  our  construction  work,  unless,  again, 
the  nation’s  saving  power  is  greatly  in- 
crea.sed. 

If  such  increased  savings  are  not  made 
available  as  capital,  how  will  those  ur- 
gent needs  for  capital  be  met?  There  is 
only  one  alteimative.  Unless  the  power 
and  initiative  of  private  investment  can 
be  expanded  to  finance  the.so  needs,  the 
Gev?T.g’ent  must  do  it,  using  its  taxing 
and  inflating  p-'wer  for  that  purpose. 
Govemment  financing  i‘»  H!*vAdy  the 
chief  reliance  of  our  farming,  our  rail- 
roads, merchant  marine,  and  govern- 
mental authority  is  promised  to  divert  a 
largely  increased  portion  of  banks’  lend- 
ing to  help  homo  building.  How  their 
present  commercial  borrowers  are  to  be 


provided  for  is  not  announced.  For 
financing  foreign  trade  and  to  vitalize 
public  utilities  by  authorizing  rate  in- 
creases the  influence  of  Government  is 
already  committed. 

To  increase  the  public's  savings  for 
investment  is  to  increase  the  nation’s 
thrift.  The  people  must  save  a bigger 
part  of  their  incomes  or  their  Govern- 
ment must  take  it  from  them,  through 
taxation  and  commandeering  the  lending 
power  of  our  banks,  through  the  Federal 
Re.servc  system.  This  keeps  the  Govern- 
ment in  business,  puts  it  in  business  more 
than  ever.  It  mcan.i  paternalism  on  a 
large  scale,  which  is  only  one  step  from 
communi.sm,  collectivism,  socialism,  call 
it  what  you  will. 

The  day’s  news  shows  no  sign  of  the 
Govemment  lessening  its  participa- 
tion in  the  financing  of  basic  needs,  at 
least  so  far  os  railroads,  merchant  marine 
and  farming  are  concerned, but  assuming 
that  the  Republican  platform  pledge  to 
take  the  Govemment  out  of  business  is 
gradually  fulfilled  and  thrift  is  to  be  in- 
creased, what  will  be  the  consequences? 

Increased  thrift  is  decreased  spend- 
ing, The  present  businc.ss  dullness  is 
attributed  to  a “ buyers’  strike  ” which 
wide  movements  are  organizing  to  end. 
" Buy  now  " is  the  plea  of  all  our  sellers 
of  gobd.s,  and  in  September  the  retailers 
plan  a broad  “sell  now’’  campaign.  If 
the  people  become  thrifty,  even  thrifty 
enough  to  increase  their  rate  of  saving 
by  20  per  cent.,  it  must  bankrupt  many 
thousands  of  businesses,  unless  the  ex- 
penses of  retailing  can  be  greatly  re- 
duced. Waste  must  be  eliminated. 

The  chief  waste  of  a nation  is  labor 
waste,  the  support  of  workers  in  idleness 
or  in  unnecessary,  nonproductive  activi- 
ties. Here  is  the  actual  inflation  from 
which  we  had  periodically  suffered  and 
have  had  to  reduce.  The  value  of  dollar 
inflation,  in  any  of  the  token  or  forms  of 
recorded  obligations  which  we  call  money 
or  credit,  is  not  the  real  inGation.  Dol- 
lars only  measure  the  inGation  and  pro- 
vide a volume  of  exchange  or  price  media 
with  which  to  pay  for  and  support  the 
nonproductive  workers.  The  actual  in- 
Gation  has  been  the  diverting  of  labor 
from  productive,  necessary  activities  into 


News 

The  War  Finance  Corporation  an- 
nounces that  a preliminary  applica- 
tion has  been  received  for  an  advance 
on  5,000  bales  of  cotton  from  a Tennes- 
see exporter.  This  business  probably  will 
be  arranged  through  the  Federal  Inter- 
national Banking  Company  of  New  Or- 


The  Guaranty  Trust  Company  of  New 
York  has  been  appointed  trustee  un- 
der the  Sait's  Textile  Manufacturing 
Company  and  Griswold  Worsted  Com- 
pany indenture  and  deed  of  trust,  dated 
June  1,  1921,  securing  an  authorized  is- 
sue of  $3,600,000  par  value  the  Salt’s 
Textile  Manufacturing  Company  first 
mortgage  fifteen-year  8 per  cent,  sinking 
fund  gold  bonds,  due  June  1, 1936. 


The  Guaranty  Trust  Company  of  New 
York  is  acting  as  trustee  under  an 
indenture  providing  for  an  authorized 
issue  of  $4,000,000  par  value  Atlantic, 
Gulf  and  We.st  Indies  Steamship  Lines 
marine  equipment  trust  7 per  cent,  cer- 
tificates, dated  Jan.  15,  1921,  maturing 
serially  on  Jan.  15,  1922,  1923  and  1924. 


At  a meeting  of  the  Executive  Com- 
mittee of  the  Board  of  Directors 
John  A.  Terrace  was  appointed  manager 
of  the  foreign  department  of  the  Guar- 
anty Trust  Company  of  New  York. 


rpHE  War  Finance  Corporation  an- 
nounces  that  it  has  agreed  to  make 
ir  -advance  of  $37,600  to  an  exporter  for 
the  purpose  ci  ?e.si>.ting  in  financing  the 
exportation  of  sugar  mill  machiaery  to 
Cuba.  This  advance  5s  similar  to  tne 
vance  of  $260,000  for  the  purpose  of  fi- 
nancing the  exportation  of  sugar-mill 


inactive,  unnecessary,  nonproductive  oc- 
cupations. This  was  the  inGation  which 
caused  our  periodical  panics.  This  was 
the  condition  in  1914,  when  a ■'  retailers’ 
panic  ’’  is  well  known  to  have  been  start- 
ing. Deflation  can  only  be  accomplished 
by  rediverting  these  workers  back  to 
useful,  productive  activitie.«.  Strange  to 
.say,  this  obvious  basic  truth  regarding 
our  inGation  and  dcGation  is  not  per- 
ceived by  the  earne,st,  highly  intelligent 
men  who  are  diagnosing  our  ailmenLs 
and  prescribing  remedies.  In  big  busi- 
ness there  i.s  a general  demand  that 
wage.<!  be  reduced  and  that  taxes  be  low- 
ered. Taxes  cannot  be  lowered  until  our 
basic  industries  are  financed  for  recon- 
struction, and  our  productive  workers' 
wages  cannot  be  reduced  until  we  reduce 
their  cost  of  living.  It  is  being  accom- 
pli.shed  here  and  there,  but  under  great 
protest  and  with  growing  unrest  and 
friction  as  the  result. 

It  is  absurd  further  to  penalize  the 
producers  and  useful  carriers,  who  have 
since  1870  increased  tenfold  the  volume 
and  variety  of  products  handled,  while 
reducing  their  own  returns  18  to  20  per 
cent.!  For  the  growth  of  our  retailing 
cost  from  16  per  cent,  to  30  per  cent,  of 
the  consumer's  dollar  reduced  the  share 
of  production  and  transportation  from 
86  cents  to  70  cents  of  the  con.sumer  dol- 
lar. Production  suffered  a 17  per  cent, 
wage  cut-far  multiplied  output,  while 
retail  distribution  had  its  wages  doubled! 

This  does  not  mean  that  wage  workers 
in  trading  indu.stries  are  overpaid.  On 
the  contrary,  retaihstore  occupations  are 
among  the  poorest  paid.  But  statistics 
of  trade  show  that  the  average  retail 
salesman  or  .saleswoman  is  selling  goods 
and  arranging  stock  only  about  26  per 
cent,  of  the  working  hours.  Three- 
fourths  of  the  time  is  absolute  waste, 
“ waiting  for  trade.”  Eveiy  worker  but 
the  retailer  is  being  urged  to  give  “a 
full  day’s  work  for  a fair  day’s  pay.”  He, 
poor  devil,  cannot  get  customers  enough 
to  keep  him  busy  even  half  a day,  on  the 
average! 

Mr.  Hoover’s  big  engineers'  investiga- 
tion has  reported  great  wastes  in  our 
productive  industries,  but  seemingly  is 
blind  to  the  wastes  in  our  distribution, 
which  have  promptly  absorbed  and  offset 


Notes 

machinery  to  Cuba  which  was  previously 
announced  by  the  corporation. 


' HE  Guaranty  Trust  Company  of  New 
York  has  been  appointed  transfer 
agent  for'60,000  shares  of  common  stock 
of  the  Mengel  Company. 


rpHE  New  York  Trust  Company  has 
been  appointed  registrar  of  the  In- 
ternational Cement  Corporation  pre- 
ferred stock. 


all  economies  effected  in  production,  and 
must  do  so,  until  we  find  a way  to  curb 

If  all  these  facts  and  figures  are  true, 
and  they  are,  what  arc  the  conditions  in 
European  countries?  Do  they  suffci 
from  this  overexpansion  of  ^heir  trading, 
their  shopkeeping  industries,  to  a 30  per 
cent,  cost  average  for  retailing  alone? 
They  do  not,  though,  strangely  again,  the 
actual  percentage  cost  statistics  of  Eu- 
rope have  not  been  compiled  nor  pub- 
lished in  this  country.  The  best  informa- 
tion available  shows  that  retailing  gross 
profit  in  Great  Britain  averages  today 
only  15  to  20  per  cent  of  the  sales.  Gor- 
don Selfridge,  London’s  foremost  mer- 
chant, declared,  on  his  recent  visit  here, 
that  no  store’s  expenses  should  be  more 
than  IS  per  cent,  of  its  sales,  which 
would  indicate  about  22  per  cent,  gross 
profit,  to  leave  a satisfactory  net  return 
for  a big,  expensive  store. 

T N France  the  average  cost  is  sonie- 
Y what  less  than  in  Great  Britain,  appar- 
ently, and  in  Germany,  Italy,  Spain  and 
other  countries  it  is  a much  lower  per- 
centage. The  retailer  must  be  licensed 
in  most  Continental  cities,  and  the  num- 
ber of  stores  is  restricted  to  some  ra- 
tional proportion  to  consumer  population. 

Now  let  us  summarize: 

We  seem  to  have  reached  the  end  of  a 
wasteful  era  in  American  economic  proc- 
esses, one  which  was  made  possible  only 
by  the  multiplying  output  obtained  from 
virgin  re-sources.  Our  plant  equipment 
has  been  permitted  to  deteriorate,  so  to 
speak,  and,  as  outside  capital  cannot  be 
obtained,  we  must  provide  it  from  our 
annual  surplus  or  net  earnings.  About 
17  per  cent,  of  our  gross  business  volume 
must  be  saved  for  this  purpose.  We  have 
no  receivables  on  which  we  can  collect 
for  a long  time.  Our  payables  are  nearly 
thre?  times  our  receivables.  They  can 
be  extended  indefinitely.  But  most  of 
our  outstanding  paper  is  selling  for  less 
than  par. 

Up  to  now  our  annual  net  income  or 
actually  accumulated  surplus  has  reachc<l 
about  8 per  cent,  of  our  gro.s.s  volume. 

We  must  double  our  net  earnings  by 
increasing  our  output  and  expanding  our 
sales.  To  do  this  we  must  cut  down  ex- 
pense. This  is  only  possible  by  reducing 
our  unproductive  overhead.  Our  selling 
overhead  has  now  grown  to  equal  60  per 
cent  of  our  sales  volume.  Our  force  of 
field  salesmen  is  costing  30  per  cent,  of 
our  volume  and  is  three-fourth.s  idle. 

We  have, been  trying  to  cover  this  in- 
creased overhead  by  increasing  our 
prices,  and  now  our  sales  are  falling  off. 

We  can  do  only  one  thing.  We  must 
cut  down  our  sales  force,  transferring  a 
large  number  of  the  field  men  into  the 
factory,  to  help  increase  the  output. 

By  selling  more  goods  at  lower  prices 
we  can  stimulate  sales  volume,  earn  the 
surplus  required  to  rebuild  the  plant  and 
keep  our  business  solid. 

There  is  no  other  way. 


Rochester  Gas  & 
Electric  Corporation 

General  Mortgage  7*s 
Due  March  1,  1946 

Average  net  earnings  for  the  past  12  years  more 
than  twice  average  annual  interest  charges. 
Price  96  and  Interest  Yielding  7.35% 

Circular  on  request  for  TA-407 

The  National  City  Company 

Main  Office — National  City  Bank  Bldg.,  New  York 
Uptown  Office— ^2od  Si.  At  Mtduon  Are. 

Bondh  Short  Term  Note*  Acceptance* 


New  York.  Monday.  Auymt  l.  19$1 


THE  ANNALIST 


101 


Untinged 


Truths  of  the  Dye 


Situation 


(7iIll1liIir/XS  there  an  American  dye 
^ octopus?  Is  the  supply  of 

1=  dyes  with  the  brand  U.  S. 
= A.  large  enough  to  furnish 
E textile  manufacturers  with 
= the  necessary  colors?  What 
= about  the  infant  dye  in* 
: dustry  exporting  its  prod- 
iSoSSSS^  ucts  when  a the  same 
time  it  has  been  asking  for 
an  embargo  on  the  coal-tar  chemicals  of 
Germany? 

These  and  similar  questions  are  asked 
in  these  days  in  which  the  air  is  pris- 
matic with  economic  discussion.  The  de- 
feat in  the  House  of  Representatives 
of  that  section  of  the  Fordney  Tariff  bill 
which  would  have  put  a check  on  the 
importation  of  dyes  from  beyond  the 
Rhine  brings  the  whole  situation  square- 
ly before  the  American  people. 


On  the  27th  of  this  month  the  arrange- 
ment by  which  foreign  dyes  can  be 
brought  into  this  country  through  spe- 
cial licenses  issued  by  the  War  Trade 
Board  terminates.  It  is  on  the  knees  of 
the  legislative  gods  at  this  writing  as  to 
whether  or  not  anything  will  be  done  to 
bridge  over  the  situation  by  temporary 
rulings  or  enactments.  In  the  meantime 
German  production  of  dyestuffs  is  great- 
er than  it  was  before  the  World  War, 
and  the  output  of  our  domestic  color 
plants  has  considerably  decreased. 

Such  being  the  condition,  it  is  well  to 
weigh  the  facts  gathered  from  what 
must  be  considered  a source  of  truth 
untinged  by  partisanship,  the  recently 
completed  Census  of  Dyes  and  Coal-Tar 
Chemicals,  compiled  for  the  year  1920, 
and  for  a part  of  the  present  year,  by 
the  United  States  Tariff  Commission  in 
Washington. 

As  to  whether  or  not  there  is  a dye 
trust  the  statistics  given  in  this  report 
show  that  there  were  in  1920  213  firms 
in  the  United  States  engaged  in  the  man- 
ufacture of  coal-tar  products,  and  82 
given  to  the  making  of  dyes.  In  the  di- 
rectory of  the  American  coal-tar  indus- 
try appended  to  the  report  are  the  names 
of  171  firms  devoted  to  the  manipulation 
of  coal-tar  chemicals.  With  the  excep- 
tion of  a plant  in  Missouri  and  one  in 
California  the  dye  factories  are  east  of 
the  Mississippi.  Compared  with  the  7 
establishments  for  the  making  of  dyes 
which  existed  in  1914,  when  Germany 
controlled  the  dye  trade  of  the  world,  this 
marks  considerable  progress  for  a re- 
born industry.  Even  when  this  country 
was  credited  with  having  seven  dye 
plants  the  manufacturing  conducted 
therein  consisted  largely  of  finishing  in- 
termediates of  German  origin. 

As  shown  by  this  official  census,  the 
firms  and  corporations  listed  as  dyema* 
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kers  produced  in  all  SGO  dyes.  Of  that 
number  lOS  were  each  manufactured  by 
three  or  more  firms,  and  the  output  of 
these  108  colors  represented  92  per  cent, 
of  the  entire  quantity  produced  last  year. 

“Of  the  total  number  of  dyea  pro- 
duced," to  quote  from  the  report,  “ 200 
were  manufactured  by  one  firm  only, 
but  these  dyes  represented  only  5 per 
cent  of  the  total  output  A fact  of  still 
greater  significance  was  that  one-half 


gan,  this  country  had  imported  46.9&0,- 
S4b  pounds  of  dyea.  Under  the  goad  of 
war  she  product  from  her  own  coal 
tan  46,977,246  pounds,  and  in  1918  her 
production  went  up  to  68,464,446  pounds, 
in  1919  to  63,402,194  ami  in  1920,  as  pre- 
viously stated,  to  88,263,776  pounds.  In 
the  year  1920,  owing  to  thr  fact  that  this 
country  was  still  at  sword’s  point  with 
Germany,  and  therefore  wartime  restric- 
tions existed,  the  total  importations  of 


Exportation  of  Dyes. 


of  the  total  output  consiGtod  of  those 
dyes,  thirty-five  in  number,  each  of  which 
was  made  by  seven  or  more  separate 
firms.  The  dyes  which  were  each  made 
by  five  or  more  firms  represented  about 
60  per  cent,  of  the  total  1920  production." 

Another  and  a very  graphic  way  of 
getting  a pure  white  light  on  this  sub- 
ject of  monopoly  is  to  study  the  follow- 
ing table,  which  shows  what  the  various 
manufacturers  of  tinctorial  products 
were  doing  on  a quantity  basis.  The  total 
production  for  the  year  1920  amounted  to 
860  different  dyes,  weighing  88,263,776 
pounds : 

DxesSach 

Number  Made  by  Per 

of  Firms.  Odo  Firm.  Pounds.  Cent. 

One  only 200  4,361312  6 

Two  only 62  2,441.000  3 

Three  or  more..  108  81,470,964  92 

Five  or  more...  69  66305,761  63 

Seven  or  more. . 36  46,681,699  62 

The  census  reveals  that,  during  1020, 
the  output  of  dyes  in  the  United  States 
showed  approximately  a 40  per  cent,  in- 
crease both  in  quantity  and  value,  the 
average  unit  value  $1.07  a pound  being 
practically  the  same  for  1920  and  1919. 
Thus  the  production  of  1920  was  88383,* 
776  pounds,  on  which  was  placed  a |96,- 
613,749  valuation.  This  output  was  the 
work  of  eighty-two  firms,  as  compared 
with  eighty-nine  finns  in  the  previous 
year. 

" The  increase  in  the  output  of  dyes  in 
1920,”  says  the  census,  “ may  be  account- 
ed for  largely  by  an  increased  produc- 
tion of  the  more  important  dyea  which 
were  being  exported  during  1920,  and 
by  the  increased  domestic  output  of  vat 
dyes,  including  indigo.  The  amount  of 
indigo  produced  in  1920  was  more  than 
double  the  amount  in  1919,  and  there  was 
a large  increase  in  the  production  of  sul- 
phur black.  The  production  of  vat  dyes, 
other  than  indigo,  increased  from  about 
390,000  pounds  in  1919  to  1300,000 
pounds  in  1920.  This  fourfold  increase 
U accounted  for  largely  by  the  increased 
output  of  comparatively  few  dyes,  as  the 
i-Iam  grill  l&cks  a variety  of  dyes.” 

While  Germany  was  still  engaged  in 
the  vending  of  her  dyee  to  si!  the  world 
the  United  States  bought  most  of  thoss 
she  used  from  foreign  sources.  That  Is 
to  say.  in  the  fiscal  year  of  1914,  which 
ended  really  before  the  World  War  be- 


nnltine  dyes,  as  Indicated  on  Chart  1, 
wero  only  about  3,000,000  pounds. 

The  tying  up  of  the  German  plants 
enabled  tho  American  dyomakers  to  sell 
an  over-inereasing  volume  of  tlivlr  prod- 
ucts abroad.  In  March  of  lost  year  the 
tide  of  dyo  exports  was  at  its  height, 
for  in  that  calendar  month,  os  shown  by 
Chart  2,  $2,048,016  worth  of  dyes  wore 
exported.  The  exportations  for  tho  en- 
tire twelve  months  wore  $22,460,480  in 
volue,  as  compared  with  $8,020,611  in 
1918  and  $10,724,071  In  1910,  and  the 
prospect  looked  brighter  than  ever  be- 
fore. Then  came  gloom  of  Rrusslan  blue, 
for  tho  huge  plants  of  Germany,  released 
from  war  activities,  again  got  Into 
commission,  and  the  export  aniline  dye 
trade  of  tho  United  States  was  blotted 
out  eo  badly  that  It  is  hard  to  find  It, 
and  in  April  of  this  your  the  infant  dye 
Industry,  os  far  os  export  was  concerned, 
was  down  to  about  $806,000  a month. 
When  legislators  denounce  a so-ealled 
"dye  trust"  they  do  not  consider  that 
the  colormakers  of  the  United  Stntea 
are  pretty  much  obscured  In  the  sea  of 
competition  by  the  inky  blackness  of  the 
German  octopus. 

“ In  estimating  the  signincance  of  this 
achievement  of  the  domestic  industry  in 
the  exportation  of  dyes,"  said  the  Tariff 
Commission  in  its  1919  Census  of  Dyes 
and  Coal-Tar  Products,  " it  should  be  re- 
membered that  domestic  manufacturers 
during  1910  and  1020  have  mot  little 
competition  in  foreign  markets  from 
German  dyes.  It  should  also  be  pointed 
out  that  any  deductions  ns  to  competitive 
strength  of  the  domestic  industry  which 
are  based  on  the  exports  of  dyes  do  not 
take  into  eonsldtration  the  fart  that  the 
domestic  industry  Is  still  deficient  in  the 
important  group  of  alizarin  or  vat  dyee." 

It  la  of  eperiai  intoreet,  therefore, 
that  the  census  of  1920  dlsctoM's  a larger 
increase  In  the  vat  dyes  over  1919  than 
is  reported  In  any  other  group.  Indigo 
alone  exceeded  the  output  of  the  previoue 
year  by  9314307  pounds,  and  registored 
the  largest  output  for  any  one  color  in 
the  year  just  passed.  The  increase  in 
the  production  of  vat  dyes  other  than  in- 
digo. those  fist  colors  so  eseentisl  in 
the  shirt  and  allied  Industries,  was  770,* 
710  pouzida  The  quantity  of  dyes  pro- 


duced in  this  group  is  still  inadequate. 
Such  vat  dyes  as  llydron  Blue  K.  Indan- 
threne  Blue  B 0,  Indanthrene  Violet  2K 
and  Yellow  Argol  R were  pr«)«red  in 
considerable  quontiUea. 

" This  class  of  d)Ts,  with  the  excep- 
tion of  indigo,  was,"  to  quote  from  the 
report*  “ the  last  to  be  de^rloped  be- 
cause of  their  complaxity,  high  cost  of 
manufacture,  the  scarcity  of  anthracene* 
a German  control  of  v>atcnte  which  ex- 
isted until  October,  1917,  and  a relsUvw 
ly  small  consumption  of  vat  dy«e.  The 
progres.'*  during  1920  of  this  class  of 
dye  IS  of  great  credit  to  the  technical 
skill  of  thr  American  dye  industry.  The 
manufacture  uf  more  than  18,000,000 
IMumls  of  Indigo  may  be  regarded  os  an 
outstanding  achievement.  A balanced 
production  of  vat  dyes  will  Include  tho 
future  manufacture  of  vat  ecarlots  snd 
pinks,  with  an  increase  in  the  production 
of  such  dyes  as  Indanthrene  Blue  GOB, 
Indanthrene  Violet  8K  and  B,  Indan- 
throne  Yellow  G and  It,  Indanthrene 
GoIden^Orange  It,  llyilron  Blue  G and  R 
and  Helimlone  Brown.” 

It  will  bo  seen  In  the  tables  of  the  cen- 
sus that  in  1920^ "vat  dyes  other  than 
indigo  ” made  up  (he  Inrgost  class  Im- 
ported, and  totaled  761,36.7  pounds  of  the 
3,402,682  pounds  brought  Into  thie  eoun- 
try.  mostly  from  Germany  and  Bwttaar> 
land,  during  tho  calendar  year. 

" The  output  of  coal  iar  by  American 
coke  ovens,"  runs  the  report,  " is  suf- 
ficient to  meet  tho  demands  of  the  do- 
mostlc  coal-tar  chemical  industry  for 
crude  materials.  During  1080  the  out- 
put of  by-product  coke  ovens  increased 
2.7  per  cent.  Of  Uie  total  quantity  nf 
coke  produced  60  per  cent,  was  by-prod- 
uct and  40  per  cent,  beehive.  In  the  pro- 
duction of  the  nuvntlal  crudes-  beniene, 
toluene,  naphthalene  and  anthroceno— 
there  was  a large  gain  In  quantity  In 
1020,  Anthracene,  ueed  us  a raw  ma- 
terial In  the  manufacture  of  vat  dyea 
and  allturin  dyee,  showed  a particular- 
ly encournging  Increase,  but  Uie  quantity 
produced  was  Inadequate  to  supply  the 
domestic  demand  basml  on  tho  pre-war 
consumption.  A year  ago  the  question  of 
how  to  obtain  an  odequata  supply  of 
anthracene  was  one  of  the  most  vital 
problems  facing  the  dye  Industry  In  this 
country.  During  1020  tho  commercial 
production  of  synthetic  anthraqulnone  In 
increased  amounts  gives  promise  of  solv- 
ing this  very  Important  problem.  The  In- 
dications now  are  that  us  fast  os  the 
needs  of  the  dyemukors  Increase  for  these 
two  fundamental  products  tho  domestla 
output  will  nie4t  the  demands." 

Those  are  the  facts  of  the  dye  Indus- 
try to  date,  and  are  submitted  In  a color- 
less array.  It  is  for  the  render  to  eon- 
elder  those  questions  of  economics  end 
of  polities  which  ot  this  writing  brietle 
about  tho  industry,  which,  since  1014,  has 
endeavored  to  eatabllih  itself  In  these 
United  States, 
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Does  International 


Position  Justify  a High  Tariff? 


HE  Un  i ted  StaUs 
has),  until  compara- 
tively recently,  con- 
sidered itself  eco- 
nomically aclf-suffi- 
cienL  Throughout 
the  century  and  a 
half  of  its  growth 


I the 


for  the  most  port,  concentrated  o 
(Jcvvloptnenl  of  its  resources  and  its  do- 
mc9<tic  trade.  Our  mdu.strial  pioneers 
fotinfl  within  the  country  raw  materials 
of  many  kinil.s,  so  many  in  fact  that  the 
induslni"-  to  which  they  gave  birth  were 
able  1o  snlisfy  most  of  the  needs  of  the 
people.  These  pioneers  found  not  only 
raw  products,  hut  in  many  places  they 
found  the  natural  means  of  assisting 
their  transportation,  such  as  rivers  and 
harbors,  they  found  water  power  and 
the  fuel  for  -iU-am  power  and  timber  for 
oonslruclion.  Thus,  not  having  to  look 
to  other  counirios  for  their  rc<|uirementa, 
the  American  people  were  not  very  much 
concerned  with  the  InuJc  of  these  other 
countries.  In  general,  export  trade  was 
looked  on  os  u side  is.suc,  u means  of 
disposing  of  surplu.s  stocks  from  time 
to  lime  a«  they  came  into  existence. 
WImt  foreign  trade  there  was  consisted 
mostly  in  raw  m,itcriiils,  and  seiwod  to 
piiy  off  the  interest  on  llie  money  we 
borrowed  abroad  to  develop  our  indus- 
tries. The  effect  of  these  conditions  was 
that  Americans  genorully  came  to  be- 
lieve that  their  entire  pro.sperity  de- 
pended on  building  up  ami  protecting 
their  domestic  trade  regai-dlcss  of  any 
relation  to  the  commerce  of  the  rest  of 
the  world. 


Am  our  indii.stries  have  developed,  how- 
ever, and  in  developing  have  increased 
the  number  of  our  nece.ssities,  it  has  more 
and  more  been  borne  home  to  us  that  wc 
niH'd  the  products  of  other  countries,  and 
that  wc  need  to  send  to  those  other 
countries  the  surplus  goods  which  have 
been  constantly  increasing  niong  with 
oui  indu>^trial  growth.  This  latter  fact 
has  been  brought  out  very  clearly  by  the 
war.  The  conflict  stimulated  production 
to  an  unprecciicnted  dcgi-ec,  and  as  a re- 
sult .surplu.ses  far  beyond  our  ability 
to  consume  have  been  created.  Now  that 
the  war  is  over  ond  other  countries  arc 
supplying  themselves  and  others  with 
some  Ilf  the  goods  they  formerly  drew 
ri*om  us,  we  have  come  to  see  even  more 
clearly  the  necessity  of  an  export  out- 
let. On  the  other  hand,  wo  must  not  for- 
get tiint  if  we  wish  to  have  an  export 
outlet  wc  must  provide  an  import  inlet. 

The  truth  of  the  foregoing  assertion 
is  (Icinon.strutcd  by  the  fact  that  if  we 
ore  to  ship  our  goods  abroad  we  must 
obtain  payment  for  them.  There  are  only 
two  ways  of  obtaining  payment  for  ex- 
ports, cither  by  importing  goods  and  ser- 
vices or  by  importing  gold.  Let  us  see 
what  the  i-esult  might  be  if  we  .should 
cut  off  entirely  the  means  of  obtaining 
pusmient  in  goods  and  services  by  impos- 
ing rc.slrictive  import  dutie.s  and  award- 
ing Government  sub.sidies  and  take  our 
payment  only  in  g^ild. 

Gold  is  the  basis  on  which  our  credit 
and  our  currency  are  i.s.<;ucd;  consequent- 
ly nil  extended  influx  of  gold  from 
iibrond  will  tend  to  expand  the  issuance 
of  credit  and  currency.  This  expansion 
will  bring  about  an  era  of  plentiful 
money,  which  will  cause  prices  and  wages 
to  mount  rapidly.  Commodities  will  at- 
tain inflated  values,  which  will  stimu- 
late production.  As  gold  continues  to 
flow  into  the  country  production  will  in- 
crease mo.rc  and  more,  bringing  about  a 
boom  in  all  lines  of  industry.  The  fact 
that  this  prosperity  is  artifical  will  soon 
demonstrate  itself  in  overproduction.  We 
will  find  ourselves  with  a surplus  of 
commodities  on  our  hands  which  wc  can- 
not consume.  An  outlet  for  this  surplus 
must  be  found.  eLse  the  boom  will  soon 
turn  into  a slump.  The  only  outlet  is 
export.  But  ns  wc  continue  to  export  w'e 
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must  continue  to  receive  payment,  and 
gold  is  the  only  means  of  payment.  As 
gold  keeps  pouring  in  industry  will  keep 
on  inflating  itself,  and,  like  the  toy  bal- 
loon, if  the  inflation  is  continued  long 
enough,  will  blow  up.  This  catastrophe 
is  not  likely  to  happen,  however,  for  the 
very  simple  reason  that  the  supply  of 
gold  in  the  world  is  limited,  and  even  if 
other  countries  were  willing  to  part  with 
their  entire  reserves  (which  they  are  not) 
the  time  would  come  when  they  hod  no 
more  gold  with  which  to  pay.  When  this 
stage  is  reached  one  of  two  things  will 
happen — cither  we  will  stop  exporting 
our  surplus  abroad  and  try  to  digest  it 
ourselves,  or  else  wc  will  continue  to  ex- 
port it  through  the  exten.sion  of  credit. 
The  latter  expediency  will  have  an  im- 
mediate effect  on  the  exchanges,  causing 
the  value  of  foreign  currencies  in  our 
money  to  decrease  in  proportion  as  their 
unliquidated  debt  bo  us  increases.  Not 
only  would  the  extension  of  credit  under 
such  rcstriction.s  depreciate  the  foreign 
exchanges,  thus  decreasing  the  power  of 
other  countries  io  buy  from  us,  but  it 
would  simply  cut  off  the  import  of  gold 
temporarily  until  the  re.serves  of  the 
debtor  countric.s  had  been  sufficiently 
replenished  to  resume  payment. 

rPHE  aforesaid  phenomena  have  actu- 

ally  taken  place  to  a diniited  degree 
in  this  country  since  the  outbreak  of  the 
war.  Early  in  the  conflict  we  saw  huge 
credits  established  here  by  the  belliger- 
ents through  dumping  on  our  markets 
large  amounts  of  our  securities  and  those 
of  other  countries.  After  the  United 
States  entered  the  war  the  Government 
opened  gigantic  credits  in  favor  of  its 
allic.s.  All  these  operations  had  the  ef- 
fect of  throwing  a tremendous  amount  of 
money  into  production,  which  increased 
rapidly,  carrying  prices  and  wage.s  with 
it.  After  the  armistice,  when  the  gov- 
ernmental .support  was  removed  from  the 
foreign  exchanges,  leaving  them  on  their 
own  economic  ba.ses,  the  reaction  was  al- 
most immediate.  The  more  we  extended 
credit  the  more  foreign  currencies  depre- 
ciated. Finally  the  danger  point  was  ap- 
proached, and  bankers  and  merchants 
were  forced  to  diminish  their  credit  op- 
erations. Thi.s  fact,  together  with  a les- 
sening demand  for  goods,  has  caused  a 
new  movement  of  gold  into  this  country 
for  the  purpose  of  liquidating  the  debts 
owed  us.  Gold  is  flowing  in  from  all 
parts  of  the  world;  it  is  reported  that 
$200,000,000  worth  has  been  imported 
during  the  first  three  months  of  1921. 
This  is  viewed  with  alarm  by  many  lead- 
ing financiers,  who  see  in  it  a danger 
of  losing  all  that  has  thus  far  been 
gained  through  deflation. 

All  of  thi.-i  proves  that  if  we  expect  to 
maintain  an  export  outlet  for  our  goods 
we  will  have  to  take  payment  for  them 
not  only  in  gold  but  also  in  goods;  con- 
sequently the  following  two  premises 
have  been  established: 

1.  That  because  of  our  surplus  pro- 
duction and  our  multiplicity  of  require- 
ments we  are  no  longer  sufficient  unto 
ourselves,  but  must  trade  with  the  oth- 
er countries  of  the  world. 

2.  That  in  oider  to  obtain  foreign 
markets  for  our  goods  wc  must  our- 
selves offer  a market  for  foreign 
goods. 

The  world  is  now  in  a very  delicate 
condition:  it  is  like  a person  who  has 
undergone  a terrible  sickness  and  is 
struggling  toward  recovery.  In  order 
that  a convalescent  may  get  well  it  is 
necessary  that  the  best  care  be  taken  of 
him,  and  that  he  should  receive  the  bene- 
fit of  every  possible  advantage;  to  ex- 
po.se  him  to  extreme  temperatures  or  give 
him  poor  food  may  undo  all  that  has  been 
gained. 

The  United  States,  although  better  off 
than  most  of  the  rest  of  the  world,  is 


suffering  acutely  from  the  after  effects 
of  the  great  conflict.  Trade  and  industry 
have  become  steadily  worse,  and  conse- 
quently left  our  economic  structure  in  a 
very  much  weakened  condition.  In  adopt- 
ing a method  of  strengthening  our  con- 
dition we  most  not  only  look  at  the  needs 
of  the  moment  but  must  give  due  regard 
to  the  future.  - This  calls  for  the  most 
careful  consideration  of  our  policy  as 
regards  trading  with  the  rest  of  the 

A MERICANS  cannot  produce  every- 
thing,and  a great  many  of  the  things 
they  do  produce  they  cannot  produce  with 
an  efficiency  equal  to  that  of  other  peo- 
ples. The  same  thing  can  be  said  of  the 
French,  the  Germans,  the  Japanese  and 
all  other  nations.  Efficiency  of  produc- 
tion depends  on  many  things,  such  as  nat- 
ural resources,  cost  of  labor,  manage- 
ment, financial  resources,  shipping  fa- 
cilities, £c.  Efficiency  of  production 
shows  itself  in  price,  quality  and  quan- 
tity. The  nation  which  can  best  market 
its  products' on  the  basis  of  these  three 
factors  is  the  nation  which  is  most  eco- 
nomically fitted  to  produce  the  commodi- 
ties to  which  these  factors  apply. 

In  view  of  the  fact  that  we  have  ar- 
rived at  the  stage  where  we  must  open 
our  doors  to  the  trade  of  the  world,  the 
question  arises  To  what  extent  should 
we  take  artificial  means  of  protecting 
our  own  indu.stries  against  the  competi- 
tion of  those  of  foreign  countries?  For 
a Government  to  give  its  industries  pro- 
tection through  the  imposition  of  a tariff 
is  to  award  a subsidy  to  the  industries 
thus  protected.  This  subsidy  is  paid  for 
by  indirectly  taxing  the  people;  that  is, 
the  public  must  pay  more  for  certain 
commodities,  so  that  the  producers  there- 
of may  obtain  prices  which  will  show 
them  a profit.  The  effect  of  this  is 
that  a small  percentage  of  the  popula- 
tion is  enriched  at  the  expense  of  the 
remainder.  If  a protective  tariff  were 
not  in  force  the  great  mass  of  the  pop- 
ulation would  receive  the  benefit  of  the 
cheaper  prices  for  goods  which  could  be 
produced  abroad  more  efficiently  than  at 
home. 

The  effect  of  a protective  tariff  is  not 
only  to  indirectly  injure  the  majority  of 
the  population,  but  it  very  directly  in- 
jures that  part  of  the  population  whic' 
makes  its  living  by  importing  and  e: 
porting.  The  importers  are  preventei 
from  competing  because  domestic  price 
are  sustained  at  an  artificial  altitude, 
while  exporters  are  handicapped  by  hav- 
ing their  foreign  markets  shut  off  in 
proportion  as  our  market  is  shut  off  to 
foreigners.  This  again  reacts  on  the  gen- 
eral cost  of  living,  as  there  arc  many  in- 
dustries which  can  produce  more  effi- 
ciently if  producing  in  quantity,  and  to 
produce  in  quantity  necessitates  an  ex- 
port outlet.  Is  this  fair?  Why  should  the 
industries  which  produce  only  for  domes- 
tic consumption  be  assisted  at  the  ex- 
pense of  those  industries  which  produce 
for  both  domestic  and  foreign  consump- 

It  is  contended  that  a protective  tariff 
enables  our  industries  to  build  up  and 
maintain  themselves,  tFus  increasing 
prosperity  and  employment.  As  pointed 
out  before,  this  added  employment  and 
artificial  prosperity  are  paid  for  at  the 
expense  of  the  majority  of  the  popula- 
tion. Which  is  of  the  greatest  benefit  to 
the  country',  that  a few  thousand  more 
workers  should  receive  employment  and 
a few  hundred  more  capitalists  should 
make  profits  from  inefHcient  industries, 
or  that  the  cost  of  living  be  generally 
lowered,  at  the  same  time  improving  the 
standard  of  living  by  leaving  to  each  in- 
dividual more  money  to  spend?  Why  not 
employ  all  of  cor  capital  and  labor  in 
efficient  industries  rather  than  subsidiz- 


ing part  of  them  by  supporting  ineffi- 
cient industries? 

The  American  Nation  is  so  fortunately 
situated  in  regard  to  most  of  the  great- 
est industries  of  civilization  that  it  is 
well  able  to  develop  them  on  a free  com- 
petitive basis.  This  has  been  proved  by 
the  growth  of  competitive  and  thriving 
industries  within  the  territory  of  the 
United  States,  where  absolute  free  trade 
holds  sway.  We  have  vast  mineral  re- 
sources, a fertile  soil,  water  power,  canal 
and  railroad  and  river  system.s  an  >n- 
tcHigwt  and  well-trained  laboring  cta.s.<>, 
extraordinary  financial  strength  admin- 
istered by  the  keenest  and  mo.st  ener- 
getic business  men.  In  spite  of  our  indus- 
trial strength,  however,  wc  are  not  and 
can  not  expect  to  be  the  most  efficient 
in  all  branches  of  production.  Other  na- 
tions have  advantages  in  cheaper  labor, 
more  favorable  climate,  greater  indige- 
nous skill  in  certain  industries  and  vari- 
ous natural  resources. 

rriHERB  is,  however,  another  aspect  of 
-I-  this  whole  question  of  international 
economy  which  must  not  be  lost  sight  of. 
Owing  to  the  selfishness  and  ambition 
of  mankind  it  is  necessary  that  nation.s 
take  mea-sures  to  protect  them.relves 
against  outside  aggression.  Thus  is  why 
great  armies  and  navies  arc  constructed 
at  enormous  expense  and  maintained 
through  heavy  taxation,  thus  consuming 
vast  sums  which  might  otherwise  be  ap- 
plied to  constructive  purposes,  if  only 
people  were  less  desirous  of  trying  to 
take  advantage  of  one  another  and  more 
willing  to  co-operate  toward  bringing 
about  general  well-being.  The  same  con- 
dition which  dictates  to  a nation  the 
necessity  of  armaments  calls  also  for  the 
protection  of  those  of  its  industries  which 
are  essential  to  its  life.  As  long  os  there 
is  war  in  the  world  it  is  recognized  that 
each  independent  nation  should  have  for 
its  protection  not  only  armies  and  navies 
but  those  industries  which  will  build  up 
and  sustain  the  armies  and  navies  and 
support  the  existence  of  the  nation  in 
case  it  should  be  cut  off  from  outside 
.supplies.  Such  essential  industries  should 
receive  protection  until  they  have 
reached  a stage  where  they  can  sustain 
themselves;  this,  however,  is  not  because 
of  any  inherent  weakness  in  the  princi- 
ple of  free  trade,  but  because  of  the 
backwardness  of  human  civilization.  As 
civilization  progresse%  it  will  be  recog- 
nized more  and  more  that  free  trade  is 
an  essential  part  of  that  progress. 

It  is  often  contended  that  a protective 
tariff  affords  a basis  of  bargaining  with 
other  nations  for  advantageous  trade 
agreements.  By  exercising  the  princi- 
ples of  reciprocity  and  its  converse  re- 
taliation, a free-trade  nation  has  exactly 
the  same  bargaining  power.  If  discrim- 
inated against  by  any  country  it  should 
likewise  discriminate  against  that  coun- 
try by  taxing  its  imports.  If  such  a pol- 
icy were  carried  out,  very  few  nations 
would  see  an  advantage  in  having  closed 
to  them  through  their  own  acts  the  doors 
of  trade  which  otherwise  would  be  open 
to  them. 

We  hear  a great  deal  of  the  danger 
to  our  industries  from  dumping  by  for- 
eign nations  where  the  cost  of  labor  is 
' less  than  it  is  here.  It  would  be  well  to 
examine  into  this  bugbear,  so  that  wc 
may  not  suffer  from  illusory  fears.  The 
real  significance  of  dumping  is  the  ex- 
porting of  goods  at  less  than  cost  of  pro- 
duction. No  nation  can  afford  to  do  this 
for  very  long  unless  the  goods  dumped 
permit  it  to  produce  in  such  a quantity 
and  at  such  a cost  for  the  home  market 
that  it  can  more  than  cover  the  loss  on 
the  dumped  goods  by  the  better  prices 
obtained  at  home.  In  the  latter  case  it 
is  not  8 matter  of  damping  at  all,  but 
of  efficiency  io  production,  of  which  im- 
porting nations  might  well  take  advan- 
tage. If,  however,  a nation  sells  its  goods 
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The  foUounng  article  u the  first  of 
eeveml  by  Chttrlta  Evert,  which  will  ap- 
pear in  TbE  AnnauST.  .Wr.  Errrt  lived 
m all  of  the  South  Amerieon 
and  for  tome  yram  h-oc  Ike  finiinciat  cor- 
res]iondent  of  a London  newspajM-r  and 
^former  editor  of  The  South  American. 


ft"!  lift  III!  iVp*  the  southern  half  of  this 
zi  Rreat  continent  thei«  are 

I H domiciled  ten  nations, 
^ which,  as  they  arc  official- 
E/  ly  .supposed  to  speak  only 
§}  two  lanpiagcs,  might  pos- 
3 sibly  be  expected  to  possess 
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many  I admit,  but  the 
truth  is  that  not  only  have  they  ten  dis- 
tinctly different  forms  of  money,  but 
each  of  these  is  divided  into  at  least  two 
classes,  differing  in  value  as  chalk  dif- 
fers from  cheese. 

It  is  os  if  this  country  were  composed 
of  ten  big  sovereign  States,  each  having 
a big  dollar  and  a little  dollar  of  its 
own,  the  big  dollars  varying  in  value 
from  19  to  103  cents,  and  the  little  dol- 
lars varying  from  4 to  CC  cents,  but 
without  any  fixed  ratio  between  them  or 
between  the  big  and  the  little  dollar  in 
each  State  of  the  Union. 

To  make  that  plain  let  us  imagine  the 
State  of  New  York  with  a ninety-five- 
cent  big  dollar  and  forty-four-cent  little 
dollar  and  the  State  of  Illinois  with  a 
thirty-six-cent  big  dollar  and  a fourtecn- 
cent  little  dollar. 

So  far  so  good,  but  there  is  worse  to 
come.  The  State  of  Texas,  let  us  as- 
sume, is  not  satisfied  with  a fifty-four- 
cent  big  dollar  and  a thirteen-cent  little 
dollar,  so  it  creates  a thirty-two-cent  in- 
termediate dollar.  This  -is  not  romance, 
but  concrete  fact,  as  shall  be  demon- 

Now,  having  marshaled  our  ten  big 
dollars,  our  ten  little  dollors  and  our 
two  or  three  intermediate  dollars  in  line, 
we  might  naturally  suppose  that  all  we 
need  do  would  be  to  make  our  school 
boys  and  girls  learn  their  respective  val- 
ues by  heart;  but  that  would  not  do  at 
all,  because,  although  the  big  and  the 
intermediate  dollai-s  hold  their  value 
fairly  steadily,  the  little  dollars  vary  in 
value  all  the  time,  sometimes  a small 
fraction  of  a cent  in'  a day  and  some- 
times 2 cents  in  an  hour. 

When  it  is  finally  understood  that 
these  variations  or  fluctuations  are  gen- 
erally expressed  in  minute  fractions  of 
a European  subsidiary  currency,  we  get 
some  idea  of  the  magnitude  of  the  com- 
plications. 

if  we  had  a big  dollar  and  a little  dol- 
lar in  the  State  of  New  York  we  should, 
of  course,  tiy  to  buy  everything 'with 
little  dollars,  and,  anyhow,  if  we  spoke 
of  dollars  we  should  mean  little  dollars. 
For  one  thing,  it  would  be  so  much  easier 
to  be  a millionaire  in  little  dollars,  and 
so  much  easier  to  pay  our  help.  Evi- 
dently, also,  nobody  would  be  so  foolish 
as  to  carry  big  dollars  in  his  pocket  when 
little  dollars  are  all  that  anybody  ex- 
pects to  receive  from  him. 

But  we  should  not  be  allowed  to  forget 
that  there  is  also  a big  dollar  in  this  sov- 
ereign State.  The  Government,  which 
has  to  build  battleships  and  pay  interest 
on  Liberty  loans,  would  see  to  that,  and 
would  ask  os  to  pay  a goodly  part  at 
least  of  our  taxes  in  big  dollars,  and  if 
we  had  none  would  cheerfully  sell  us  as 
many  as  we  wanted. 

This  is  a fair  ilhistration  of  what  you 
are  up  against  when  trying  to  unravel 
the  intricacies  of  Sooth  American  money, 
and  the  following  attempts  to  explain 
what  the  currency  is  really  like  in  these 
ten  republics. 

Let  no  one  say  that  this  is  an  old 
.■<1017,  though  it  has  been  more  than 
twice  told — in  spots.  Where  will  you 
find  the  men  who  know  it?  Assuredly 
not  in  Wall  Street  If  you  doubt  that. 


South  American  Gold  Currency  Values 

I nit  of  Itullar*. 

Coumr>'.  t'urr»n«y.  Urttin.  [Ujt*.  t'nllrO  SUtf* 

Argentina  Peso  French  S francs  t0.9d476 

Paraguay  Peso  French  6 francs  0.9«476 

Venexuela  Bolivar  French  1 franc  0.192W. 

Peni  Sol  English  2 shillings  U.4d6<U> 

Ecuador  Sucre  English  2 shilling*  0.49666 

Colombia  Pc.«o  English  4 shillings  OiiT^ 

Brazil  Milreis  English  27  pence  0.6462 

Chile  Peso  bhiglish  18  pence  0..164S876 

Bolivia  Boliviano  English  12t4  to£l  0.3S0S 

Uruguay  Pc.so  t 4.70  to  £1  1.0S42 
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Special  Correspondence  of  The  Annalist. 

WASHINGTON.  July  30. 

The  Senate  Finance  Committee,  by 
vote  of  9 to  5,  ordered  a favorable  report 
on  the  Administration  bill,  urged  by  Sec- 
retary of  the  Treasury  Mellon,  to  give 
him  blanket  authority  to  refund  the 
allied  debt  to  the  United  States,  subject 
to  approval  by  the  President,  but  with- 
out Congressional  interference.  Efforts 
to  limit  the  authority  of  the  Secretary 
of  the  Treasury  to  do  so  failod  aftci  Sec- 
retary Mellon  appeared  before  the  com- 
mittee and  replied  in  writing  to  the  com- 
mittee’s inquiries  giving  assurances  that 
the  former  Administration  had  entered 
into  no  embarrassing  commitments  in 
the  matter  of  deferred  interest  pay- 
ments. 

Chairman  Winslow  of  the  House  In- 
terstate Commerce  Committee  introduced 
a bill  to  carry  out  President  Harding’s 
iccommendations  for  immediate  legis- 
lation to  aid  the  railroads,  the  puiiMse  of 
the  measure  bding  to  authorise  the  Rail- 
road Administration  to  turn  over  to  the 
War  Finance  Corporation  securities 
which  the  railroads  have  deposited  for 
equipment,  to  be  sold  or  bought  by  that 
corporation,  und  obtain  approximately 
$.■>00,000,000  with  which  to  settle  the  un- 
disputed claims  of  the  roads. 

Japan  accepted  the  invitation  of  Presi- 
dent Harding  to  attend  the  proposed 
Washington  conference  of  the  allied  pow- 
ers whic'  is  to  consider  limitation  of 
armaments  and  the  Far  Eastern  prob- 
lem. With  Japan’s  acceptance,  the  last 
to  come  in,  details  of  arrangements  for 
the  conclave  arc  being  perfected  by  Sec- 
retary Hughes.  The  formal  invitatioB 
will  go  out  soon. 

The  Senate  adopted  Senator  McCor- 
mick's resolution  calling  for  investigation 
by  a committee  of  five  of  American  par- 
ticipation and  conditions  in  Haiti  and 
Santo  Domingo. 

The  Senate  debate  continued  on  the 
Norris  Farm  Export  Corporation  bill 
without  action  being  taken. 

The  Senate  Banking  and  Currency 
Committee  considered  a bill  making  the 
Secretary  of  Agriculture  a member  of 
the  Federal  Reserve  Board. 

Hearings  scheduled  to  begin  this  week 


before  the  Joint  Commiimion  on  Agri- 
cultural  Inquiry  wore  po*tponr«l  until 
Aug.  2. 

Another  White  House  dinner  was  held 
in  an  effort  to  bring  the  l^sidcnt  and 
CoQgrena  into  harmonious  action  with 
respect  to  tariff  and  tax  revision  legis- 
lation, the  idea  twing  for  Congress  to 
take  a rreou  after  disposing  of  the  Tax 
Revision  bill  and  meet  again  late  in  Sep- 
tember, after  the  Senate  Finance  Com- 
mittee had  worked  during  the  rccou  on 
the  measure. 

Secretary  Weeks,  replying  to  the  board 
resolution,  Informed  the  Senate  that 
there  were  13,796  men  in  tho  American 
military  forces  in  Germany,  and  that  the 
cost  of  tho  occupation  to  date  was  $276,- 
324,192,  of  which  amount  Germany  still 
owes  the  Unitcil  -States  (’>«vernment 
about  $240,000,000. 

The  Tariff  bill  was  received  by  the 
Senate  from  the  House  and  open  hear- 
ings on  the  bill  began,  the  subject  of  col- 
lecting duties  on  the  basis  of  the  Amer- 
ican valuation  plan  being  taken  up  first. 
Thomas  Walker  Page,  Chairman  of  the 
Tariff  Commission,  contended  that  ap- 
plication of  the  American  valuation  plan 
of  assessing  duties  would  increase  prices 
of  similar  merchandise  produced  In  this 
country. 

Tho  House  Immigration  Committee  dr- 
cidnd  to  investigate  the  working  out 
of  the  ''gentleman's  agrcomenl"  with 
Japan,  whereby  passports  to  coolies  are 
restrictcil,  and  called  upon  tho  State  De- 
partment for  diaplomatle  correspondence 
which  led  up  to  the  consummation  of  the 
understanding  in  1906. 

A rasolutioD  by  Chairman  McLean  of 
the  Senate  Banking  Committee  for  an 
investigation  of  the  Federal  Reserve 
Board,  sought  by  that  body  as  a result 
of  charges  by  J.  S.  Williams,  former 
Controller  of  tho  Currency,  was  favor- 
ably reportad  from  the  conllngent  com- 
mittee. 

The  Senate  Judiciary  Committee  re- 
ported a substitute  /or  the  House  Co- 
operative Marketing  bill  for  agricultural 
producers  with  an  amendment  that  would 
prevent  such  aasoclations  from  setting 
up  a monopoly 


Financial  Conditions  in  Norway 


ACCORDING  to  the  June  report  of  the 
Bank  of  Norway,  Just  published,  the 
note  circulation  of  the  bank  shows  the 
osual  increase  of  that  time  of  the  year, 
namely,  from  416,200,000  kroner  in  May 
to  418,400.000  kroner  in  June.  Why  the 
increase  was  not  larger  is  probably  due 
to  the  dullness  after  the  recently  ter- 
minated great  strike. 

The  strike  did  not  cause  any  economic 
losses  worth  mentioning  to  the  eoncents 
that  were  affected  by  it  On  the  con- 
trary, it  was  of  advantage  to  some  con- 
cerns which  were  burdened  with  too 
much  stocks  on  hand  and  too  large  a 
number  of  laborers,  as  it  enabled  them 
to  adjust  their  production  to  present 
conditions.  Oversea  shipping  was  carried 


on  during  the  strike,  and  on  account  of 
the  firmneas  of  the  GovernnMnt  un- 
loading and  other  transport  business  was 
kept  going,  the  trafPic  being  placed  un- 
der military  protection. 

The  end  of  the  coal  strike  In  England 
makes  it  posaiblt  to  take  a brighter  view 
of  the  freight  market.  A lively  export 
of  lumber  is  expsetsd  os  soon  as  work  is 
rcitomed  in  the  mines. 

The  money  market  appears  to  be  eom- 
paratively  easy,  as  indiratsd  by  the  fact 
that  the  recently  offered  mortgage  ban., 
loan  of  8/K)0,000  kroner  was  oversub- 
seribed  by  abrat  KfiOgpWi  kroner.  At 
the  same  time  a loan  of  AOfMfifXi  kro- 
ner for  varioos  governmental  purposes 
was  flostod  by  a singls  private  bank. 


try.  A few  old  drumnwrs  who  have  hit 
the  South  Antcrican  trail  for  more  than 
twenty  years  wilt  probably  be  the  beet 
infornml,  for  it  is  a nnsteke  to  suppewe 
that  any  man  who  haa  been  employ^  in 
one  of  (he  South  American  branchM  of 
an  Anwrican  bank  will  have  it  at  hie 
finger  ends.  He  will  know  the  modem 
history  of  one  currency  end  nothing  of 
tho  others.  And  do  not  think  that  the 
intelligent  Intin  American  from.  say. 
Rurnos  Aiies,  living  in  New  York,  knows 
It.  The  currency  of  Peru  will  be  as  much 
a dead  letter  to  Mm  as  thnt  uf  Persia 
i*  to  a Frenchman.  Moie  lo,  becauM  (he 
Bank  of  France  has  dealings  with  banks 
in  ‘Teheran,  whereas  the  Ranru  do  la 
Naclon  Argentina  has  no  dealings  with 
Lima,  and  if  an  Argentine  ritlsm  wishes 
to  pay  a sum  of  money  to  any  one  In 
Peru  he  buys  a draft  on  Ixmdon  or  New 
York  for  that  purpose 

The  writer  makes  no  claim  lo  any 
special  versatility  or  extraordinary  gen- 
eral knowledge  in  writing  on  this  sub- 
ject He  has  lived  In  ill  the  ten  repub- 
lic*. ai>d  for  some  years  was  the  financial 
cori'C:4pondrn(  at  a South  Ameiiran  cap- 
ital for  a great  loindon  dally  new»pai>er. 
His  pre«ent  position  gi\e*  Mm  nrceas  to 
the  brat  sourcee  of  Infoi'matlon  regard- 
ing present  conditions. 

Six  out  of  tho  ten  countiie*  have  a 
gold  coinage  of  their  own,  although  In 
no  case  - with  the  passible  exception  of 
Venexuela  is  this  of  any  use  as  cur- 
rency at  the  praernt  lima  This  wax  not 
the  cose  before  the  war,  when  five  re- 
publics were  actually  on  a gold  hasis, 
namely,  Uruguay,  Colombia,  Peru,  Ecua- 
dor and  Venexuela.  In  l*eru  there  wma 
no  paper  money  at  all,  peruvitn  and 
English  gold  being  the  only  circulating 
media,  in  addition  to  the  silver,  nickel 
nnd  copper  coins  which  were  used  by 
nearly  all  three  eountrias.  In  Vcncsueln 
gold  and  paper  circulated,  and  In  the 
other  eountrias  named  only  paper  was 
to  be  found  In  dally  use,  although  this 
was  convertible  Into  gold  at  par. 

In  the  other  five  republics-  Argentina. 
Poraguay,  Rraail,  Chile  and  llolivta— 
the  ordinary  paper  currency  was  not  con- 
vertible Into  gold  at  par. 

IT  Is  important  to  bear  theoe  facta  In 
mind,  because  the  conditions  existing 
before  the  war  may  be  considered  os  nor* 
mat.  nnd  prerant  conditions  os  ahnormol 
and  gradually  returning  to  pre-war 
status. 

Now,  although  only  Peru— and  to  nome 
extent  Veiicsurla— used  gold  money,  and 
although  in  some  cnontrlae  this  wax  Im- 
possible to  get  ODtxIde  a money  cheng- 
Sr's,  tho  South  Amarican  .Gorarnmontdi 
Inidst  upon  Its  theoretical  esliteneo  for 
the  purpoara  of  payment  of  a large  pro- 
portion of  tho  import  duties,  which  eon- 
stitoU  their  principal  form  of  rovenue. 
This  is  particularly  the  com  in  those 
countries  where  th*  paper  currency  is 
greatly  dcprecleled. 

In  Argentina,  Rraill  artd  Chile,  and,  of 
eoiirie,  in  the  eounlrloe  which  werv  on  a 
gold  basis  before  the  war,  some  of  the 
yaarly  budget  it  also  eiprosoed  In  gold 
currency — generally  tpeaklng,  those  pay- 
ments which  the  Government  has  to  make 
abroad,  eoeh  as  service  of  the  foreign 
debt,  army  and  navy  supplies,  consular 
and  diplomatic  salsrlss,  Ac. 

Thus  It  will  be  seen  thst,  although  the 
gold  cx>inagt  Is  nonexistent  in  many  of 
the  republics.  It  is.  ne*erUialase,  vsry 
neeeraary  to  racognlxe  Its  theoretical 
standing  in  each  one  of  them. 

The  Bceompanying  table  shows  th*  ori- 
gin and  par  value  of  each  unit  of  cur- 
rency in  the  rspobllcs  of  Bouth  Amer- 
ica. Its  practical  value  will  b*  apparent 
only  when  to  thase  figures  ore  sdded 
thora  expreating  the  broken  par  stand- 
ards and  present  quotations  of  the  paper 
cnrrsnclra  in  general  u«e.  In  th#  next 
article  of  thU  lerira  the  little  dollars 
of  South  America  will  br  psieed  in  rw 
view. 
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The  Proposed  Tariff  on  Oil 


lEWED  from  the 
standpoint  of  the 

VQ  economic,  industrial 
E and — if  unfortunatc- 
H ly  that  supremacy 
G should  ever  again  be 
disputed — the  mili- 
tary supremacy  of 
feffliMssss'ia  the  Unil^  Staten,  m 
proposal  connected 
with  pending  legislation  merits  more 
careful  analysis  and  study  than  the  pro- 
posed tariff  on  crude  petroleum  and  fuel 
oil.  Ah  originally  introduced  into  the 
House,  the  Fordney  bill  carried  a duty 
of  38  cents  a barrel  on  crude  petroleum 
and  a duty  of  28  cents  a barrel  on  fuel 
oil.  These  provisions  were  stricken  out 
of  the  committee  hill  by  vote  of  the  full 
House,  but  some  of  the  more  aggressive 
producers  in  the  midcontinent  field  arc 
still  urging  a tariff  on  petroleum  and 
petroleum  products  before  the  Finance 
Committee  of  the  Senate. 


So  important  to  every  commercial  and 
industrial  activity  that  ministers  to  the 
comfort  and  necessities  of  every  indi- 
vidual and  to  the  very  life  of  the  nation 
Itself  in  the  event  of  war  is  an  a<lequate 
and  safe  supply  of  petroleum  and  pe- 
troleum products  that  the  first  and  all- 
important  consideration  must  be  this: 
Will  a continuing  and  safe  supply  of 
these  vital  products  be  best  assured,  so 
far  as  the  United  States  is  concerned, 
by  the  imposition  of  tariff  duties  upon 
petroleum  and  petroleum  products  or  by 
permitting  the  impotration  of  these  ne- 
cesaities  free  of  duty  ? 

If  the  rlevelopment  of  the  world’s 
fields  and  the  interchange  of  such  prod- 
ucts between  nations  are  unrestricted  the 
continuance  of  the  supply  depends  ulti- 
mately upon  the  size  of  the  world's  pe- 
troleum rcHCi'ves  and,  incidentally,  of 
course,  upon  the  conservation  of  the 
world’s  reseives  and  a continued  im- 
provement in  the  efficiency  of  the 
methods  of  c.'clracting  and  utilizing  the 
oil.  The  safely  of  the  supply,  so  far  as 
the  industries  and  the  national  defense 
of  the  United  States  are  concerned,  is 
bc.st  assured  by  having  the  natural  sup- 
ply within  the  houndario.s  of  our  own 
country:  und  the  next  surest  means  of 
making  an  adequate  supply  safe  for  the 
indu.stry  and  national  defense  of  the 
United  States  is  to  have  a natural  sup- 
ply in  foreign  fieULs  controlled  or  owned 
by  American  citizens. 

It  is  estimated  that  about  one-sixth  of 
the  entire  petroleum  reserves  of  the 
world  are  located  in  the  United  States. 
With  the  energy  and  prodigality  charac- 
teristic of  American  enterprise,  the  Unit- 
ed Slates,  out  of  Its  onc-sixth  of  the  total 
world’s  rcscives,  ha.s  been  supplying  ap- 
proximately iwo-thirds  of  the  entire 
world's  needs,  The  rcsei'vc.s  in  the  Unit- 
ed States  ns  of  Jan.  1.  1921,  arc  esti- 
mated at  approximately  6,600,000,000 
barrels.  The  domestic  production  in  the 
United  State.s  in  1920  amounted  to  ap- 
pix>ximatcly  -MO, 000, 000  barrels.  Obvi- 
ously, therefore,  if  the  United  States 
were  to  continue  to  supply  a correspond- 
ing part  of  the  world’s  needs  out  of  its 
own  petroleum  reserves  our  one-sixth  of 
the  total  world’s  supply  will  be  exhaust- 
ed at  the  pro.sent  rate  of  consumption  in 
about  twelve  und  one-half  years;  and  if 
the  normal  increase  in  the  use  of  pe- 
troleum products  continues  our  reserves 
in  this  country  will  be  drawn  upon  at  a 
rate  that  will  exhaust  them  in  ten  years 

If,  on  the  ether  hand,  a freedom  of 
development  and  interchange  of  petro- 
leum products  could  bring  about  the  ideal 
condition  under  which  the  total  world's 
I'cserves  would  be  drawn  upon  to  meet 
till'  current  world's  needs  the  estimated 
oil  supply  at  the  present  rate  of  con- 
sumption would  la.st  upward  of  fifty 
years.  If,  indeed,  the  c.stimatcd  reser\'es 
of  the  United  States  and  Mexico  alone 
could  be  united  to  supply  the  nee<ls  that 
these  two  countries  are  now  supplying. 


By  Guy  Stevens 

Director  of  the  AMocinlion  of  Producers  of  Petroleum  in  Mexico 


the  combined  reserves  at  the  present  rate 
of  production  would  last  for  approxi- 
mately twenty  years;  and,  of  course,  to 
the  extent  that  the  reserves  outside  of 
the-  United  States  are  drawn  upon  to  meet 
the  current  needs  of  the  world  for  pe- 
troleum the  life  of  our  safest  and  sure.st 
supply,  which  is  located  within  the  bord- 
ers of  our  own  country  upon  which  we 
would  be  compelled  os  a last  resort  to 
draw  for  national  defense,  would  be  ex- 
tended and  the  day  of  our  absolute  de- 
pendence upon  foreign  supply  postponed. 

^ F the  approximately  600,000,000  bar- 
^ relsof  petroleum  and  petroleum  prod- 
ucts consumed  in  the  United  States  in 
1920,  a quantity  closely  approaching  200,- 
000,000  barrei.s  was  used  as  fuel  oil  oc-as 
ga.s  oil  for  the  production  of  artificial 
gas.  A large  portion  of  the  fuel  oil  was 
used  in  manufacturing  industries  in  New 
England  and  along  the  Atlantic  seaboard. 
Approximately  86,000,000  barrels  of  the 

100.000. 000  barrels  impoi-ted  from  Mexico 
last  year  went  into  fuel  oil  and  gas  oil. 
It  has  been  estimated  that  upward  of  90 
per  cent,  of  all  of  the  fuel  oil  used  along 
the  Atlantic  seaboard  is  supplied  from 
Mexican  sources.  If  even  the  fuel  and 
gas  oil  needs  of  the  United  States  could 
be  met  by  importations  from  Mexico  or 
elsewhere  our  domestic  i-eserves  of  6,- 

600.000. 000  Barrels  could  be  conserved  to 
the  extent  of  approximately  200,000,000 
barrels  a year,  so  that  instead  of  lasting 
from  ten  to  twelve  and  a half  years  they 
would  last  from  sixteen  to  eighteen  years. 
Disregarding  entirely,  therefore,  the  tre- 
mendous economic  waste  invtflved  in 
using  the  higher  grade  domestic  pe- 
troleum of  the  United  States  for  fuel  and 
gas  oil  purposes  and  the  further  economic 
waste  of  supplying  the  industries  along 
the  Atlantic  seaboard  with  fuel  oil  from 
the  distant  midcontinent  fields,  and  look- 
ing at  the  matter  merely  from  the  stand- 
point of  a conservation  of  our  safest  and 
surest  supply  in  case  of  actual  need,  it  is 
desirable  that  the  fuel  oil  requirements 
of  the  Atlantic  seaboard  and  every  other 
current  need  in  times'  qf  industrial  and 
international  peace  should  be  supplied  so 
far  as  possible  from  portions  of  the 
world's  resen'c  located  outside  of  the 
boundaries  of  the  United  States. 

The  argument  has  been  advanced  by 


the  proponents  of  a tariff  on  petroleum 
and  petroleum  products  that  for  tlie  first 
time  in  the  history  of  the  industry  the 
domestic  production  of  petroleum  in  the 
United  States  has  overtaken  domestic 
consumption.  This,  however,  is  only  rela- 
tively true  and  is  not  due  nearly  so  much 
to  an  increase  in  production  as  it  is  due 
to  the  very'grcat  decline  in  current  con- 
sumption. The  proponents  of  a tariff 
have  elsewhere,  however,  pointed  out  the 
best  method  of  meeting  any  such  situa- 
tion as  overproduction,  whether  tem- 
porary or  permanent,  in  the  Unite<i 
States. 

They  have  estimated  that  approxi- 
mately 40  per  cent,  of  current  do- 
mestic production  comes  from  wells  that 
arc  less  than  one  year  old,  and  it  is  gen- 
erally assumed  by  those  familiar  with 
the  industry  that  at  least  26  per  cent, 
and  upward  of  our  current  domestic  pro- 
duction comes  from  new  wells.  A shut- 
off of  imports  by  the  imposition  of  any 
import  tariff  would  shut  off,  let  us  say, 
approximately  160,000,000  barrels  a 
year,  although  the  importations  last  year 
amounted  to  only  about  106,000,000  bar- 
rels. But  if  driUing  in  the  United  States 
were  suspended  for  a few  months  the 
domestic  production  would  undergo  a 
normal  decrease  at  the  annual  rate  of 
from  approximately  110,000,000  to  176,- 
000,000  barrels.  It  is  asserted  by  the  pro- 
ponents of  the  tariff  that  the  cutting  off 
of  importations  would  affect  what  they 
desire,  namely,  an  increase  in  the  crude 
petroleum  prices;  and  if  it  be  true  that 
by  cutting  off  this  foreign  supply,  which 
now  competes  but  very  little  with  pe- 
troleum of  domestic  production,  the  de- 
sired increase  in  price  would  be  brought 
about,  the  same  result  would  obviously 
be  brought  about  much  more  speedily  and 
our  domestic  supply  conserved  and  saved 
to  meeting  our  future  needs  by  a limita- 
tion of  domestic  drilling. 

lyr  OREOVER.it  would  seem  that  this  is 
the  naturalwayof  meeting  the  situa- 
tion by  which  the  midcontinent  producers 
claim  to  be  confronted,  in  view  of  their 
further  as.sertion  that  the  prices  of  do- 
mestic crude  petroleum  at  the  present 
time  are  less  than  the  cost  of  production. 
By  cost  of  production  they,  of  course, 
mean  the  costs  of  drilling  wells,  includ- 
ing all  of  the  incidental  expenses  and 


risks  of  the  business  as  determined  by 
the  experiences  of  typical  companies. 
They  nowhere  assert  that  the  present 
prices  of  domestic  crude  petroleum  arc 
less  than  what  are  termed  in  the  industry 
the  " lifting  ” costs.  There  arc  thousands' 
of  old  wells  in  the  United  States  which 
are  still  yielding  small  quantities  of  oil, 
but  wiuch  have  long  since  more  than 
repaid  the  entire  cost  of  drilling  and  op- 
eration. The  present  cost  of  lifting  the 
oil  from  these  wells,  taking  them  by  and 
large,  is  considerably  less  than  the  pres- 
ent field  prices  of  the  oil,  and  so  long  as 
this  condition  prevails  these  old  wells 
will,  of  course,  continue  to  be  worked. 

O PURRED  on  by  the  high  prices  that 
^prevailed  during  the  closing  years  of 
the  war  and  the  two  years  following  the 
armistice,  drilling  in  the  United  States 
increased  year  by  year  at  unprecedented 
rates.  New  producers,  particularly  in  the 
midcontinent  field,  who  were  encouraged 
by  the  lure  of  these  high  prices  to  em- 
bark in  the  producing  business  and  as- 
sume the  risks  that  always  attend  it, 
have  in  the  last  few  years  accumulated 
fortunes  surpassing  those  of  their  fondest 
dreams.  They  are  now  met  with  the 
same  situation  that  confronts  every  other 
line  of  industry,  the  reaction  from  the 
period  of  inflated  prices  due  to  the  war 
upheaval  and  the  necessity  of  getting 
back  to  a normal  basis.  If  hardships  are 
undergone  in  the  course  of  this  change 
back  to  more  normal  conditions,  those 
suffered  by  the  petroleum  producers  will 
surely  r.ot  exceed  those  suffered  by  peo- 
ple in  many  other  lines  of  industry;  and 
with  the  substantial  decline  in  new  drill- 
ing which  has  been  in  evidence  for  the 
past  several  months,  and  considering  the 
fact  that  field  prices  at  present  exceed 
the  lifting  co.sts  from  most  of  the  wells 
already  drilled,  it  seems  probable  that 
the  midcontinent  producers,  who  are  the 
most  active  advocates  of  a tariff  on  pe- 
troleum, will  as  a group  undergo  much 
less  hardship  than  those  in  many  other 
lines  of  industry.  The  normal  processes 
which  can  best  remedy  the  present  situa- 
tion of  the  midcontinent  producers  arc 
already  operating  in  the  steady  and  sub- 
stantial decline  in  new  drilling;  and, 
viewed  from  the  standpoint  of  the  eco- 
nomic, industrial  and  military  supremacy 
of  the  United  States  and  the  general  wel- 
fare of  its  citizens,  the  imposition  of  an 
import  tariff  on  petroleum  and  petro- 
leum products  is  decidedly  not  the  method 
for  meeting  the  present  temporary  and 
probably  much  exaggerated  situation. 


World  International  Trade  in  1920 


T^ORLD  international  trade  in  1920 
• • aggregated  approximately  $100,- 
000,000,000  in  stated  value,  against  $6S,- 
000,000,000-  in  the  closing  year  of  the 
war  and  $40,000,000,000  at  its  beginning. 

The  1920  figures  of  world  trade,  says 
a statement  by  the  National  City  Bank 
of  New  York,  which  has  accumulated 
them  from  official  sources  wherever 
available,  are  based  upon  the  published 
trade  reports  of  about  twenty  principal 
countries  whose  international  commerce 
ordinarily  forms  about  two-thirds  that 
of  the  entire  world,  and  adding  to  the 
official  total  of  these  twenty  countries 
an  estimate  for  the  others  based  upon 
their  latest  official  returns,  it  seems  ap- 
parent that  the  face  valuation  of  the 
merchandise  forming  the  imports  and 
exports  of  all  countries  in  1920  will  ap- 
proximate $100,000,000,000,  against  $63,- 
000,000,000  in  1918,  $40,000,000,000  in 
1918,  $20,000,000,000  in  1900  and  $10,- 
000,000,000  in  1870,  when  the  United 
Statc.s  " took  off  its  coat  ” and  entered 
seriously  into  world  trade.  In  that  year, 
1870,  our  international  trade  was  about 
8 per  cent,  of  that  of  the  entire  world, 
in  1913  approximately  11  per  cent.,  in 
1918,  the  closing  year  of  the  war,  about 
14  per  cent.,  and  in  1920  again  about 


14  per  cent,  though,  as  above  indicated, 
the  figure  of  world  trade  in  1920  in- 
cludes certiin  minor  country  estimates. 

One  especially  interesting  feature  of 
this  comparison  of  world  trade  in  1920 
with  that  of  the  earlier  years  lies  in  the 
increasing  share  which  United  States 
manufacturers  form  of  world  trade. 
Prior  to  the  war  we  supplied  but  about 
one-sixth  of  the  manufactures  entering 
international  trade,  and  in  1920  nearly 
or  quite  one-third.  Prior  to  the  war  our 
manufactures  exported  amounted  to  lit* 
tic  more  than  $1,000,000,000  per  annum, 
and  in  1920  were  more  than  $4,000,000,- 
000,  having  thus  increased  SOO  per  cent, 
in  value  in  the  1913-20  period,  while 
world  international  trade  was  increasing 
150  per  cent,  in  nominal  value  in  that 
same  period.  The  official  valuation  of  our 
manufactures  exported  in  1920  wa.s  nine 
time  as  much  as  in  1900,  and  manufac- 
tures formed  62  per  cent,  of  the  total 
domc.stic  exports  in  J.920,  against  45  per 
cent  in  1910,  35  per  cent,  in  1900,  21 
per  cent  in  1890  and  IS  per  cent,  in  1880. 

It  is  proper  to  add  that  the  above  es- 
timate of  $100,000,000,000  as  the  nom- 
inal value  of  the  world's  international 
trade  in  1920  follows  the  custom  of  the 
statistical  organizations  of  the  leading 


countries  by  stating  the  equivalent  “ at 
the  approximate  par  of  exchange.” 

A study  of  the  details  of  the  1920  trade 
figures  indicates  that  imports  form  an 
unusually  large  share  of  the  aggregate 
international  trade  of  the  world.  As 
nearly  as  can  now  be  determined,  the 
nominal  value  of  the  merchandise  im- 
ported by  all  countries  of  the  world  in 
1920  will  aggregate  about  $55,(fOD,000,- 
000  and  the  exports  about  $46,000,000,- 
000,  making  the  share  which  imports 
formed  of  world  trade  in  1920  about  65 
per  cent,  as  against  an  average  of  about 
52  per  cent  in  the  pre-war  years,  this 
high  ratio  of  imports  to  exports  in  1920 
being  due  in  part  to  the  large  sums  which 
transportation  added  to  the  values  of 
the  exports  when  they  became  imports,^ 
and  in  part  to  the  fact  that  in  many 
countries  the  1919  advance  orders  of  im- 
porters proved  greater  than  the  export- 
ing power  in  1920,  the  year  in  which  the 
merchandise  reached  the  importers  who 
had  ordered  them  in  the  “ flush  ” times 
of  1919.  This  abnormally  high  importa- 
tion of  many  countries  in  1920  is  ap- 
parently one  of  the  causes  of  the  very 
heavy  fall  off  in  our  exports  in  1921, 
especially  as  the  excessive  imports  of 
1920  consisted  chiefly  of  manufactures. 
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The 


Food  Crisis  in 


Soviet  Russia 


ENIN’S  demand  for  a 
change  in  the  food 
supply  policy  of  the 
Soviet  r^me  was 
made  at  the  Tenth 
AIl-Rnssian  Con- 
gress of  the  Comma* 
nist  Party,  held  in 
Moscow  in  March, 
1921.  In  a speech 
which  he  delivered  at  this  Congress  he 
presented  several  very  interesting  facts 
in  connection  with  the  food  situation 
which  the  Soviets  faced  at  that  time. 

The  amount  of  food  gaihered  by  that 
time  was  a trifle  over  200,000,000  poods. 
Considering  the  prospects  for  the  re- 
mainder of  the  crop  year,  the  total 
amount  of  foodstuffs  gathered  during 
Uic  current  year  ought  to  be  about  250,- 
000,000  poods.  Taken  by  itself  this  fig- 
ure might  look  like  an  improvement  over 
the  preceding  year,  when  only  210,000,- 
000  poods  were  gathered.  But  in  reality 
the  situation  shows  a turn  for  the  worse, 
since  during  the  preceding  year  the  terri- 
tory of  Soviet  Russia  was  much  smaller, 
and  did  not  have  either  Siberia  or  North- 
ern Caucasus,  two  very  important  grain 
territories,  to  drawn  upon,  and  conse- 
quently to  provide  for  to  some  extent. 

This  situation,  partly  due  to  bad  crops 
in  Central  Russia,  partly  to  difficulties 
of  transportation,  but  mostly  to  opposi- 
tion on  the  part  of  the  peasantry,  would 
be  in  itself  sufficient  to  induce  a change 
for  the  worse  in  the  food  situation,  which 
was  already  acute.  But  the  food  crisis 
of  an  unprecedented  acuteness  which 
Lenin  predicted  for  the  current  Summer 
is  rendered  worse  than  it  might  have 
been  by  the  policy  of  food  distribution 
which  the  Soviet  Government  followed 
during  the  first  six  months  of  the  cur- 
rent crop  year.  During  this  period  156,- 
000,000  poods  of  foodstuffs  were  distrib- 
uted, leaving  for  the  remaining  six 
months  o possible  total  of  about  100,000,- 
000  poods.  This  improvidence  in  distri- 
bution Lenin  frankly  terms  a serious 
blunder,  although,  of  course,  this  frank- 
ness on  his  part  does  not  help  matters. 

Thus  the  following  fundamental  fac- 
tors entered  into  the  food  situation  in 
Russia  at  the  beginning  of  the  present 
year — the  system  of  grain  requisitions 
had  failed  utterly;  the  peasants  showed 
an  irresistible  tendency  to  re.<ttriet  their 
planting  area  to  a minimum;  an  attempt 
on  the  part  of  the  Government  to  force 
the  peasantry  to  plant  all  their  tillable 
land  resulted  in  a series  of  peasant  up- 
risings which  really  frightened  the  Gov- 
ernment; finally,  because  of  a very  near- 
sighted and  inefficient  system  of  food 
distribution  during  the  preceding  montlis 
the  country  was  facing  .a  food  crisis  of 
unprecedented  acuteness,  for  which,  of 
course,  the  Soviet  Government  would  be 
blamed  by  the  starving  population.  Tak- 
ing all  these  factors  into  account  Lenin 
advocated  at  the  Party  Congres.<(  the  sub- 
stitution of  a tax  system  for  that  of 
requisitions.  He  carried  his  point  and 
the  new  system  has  now  gone  into  effect. 

What  is  the  difference  between  the  two 
systems?  Under  the  system  of  requisi- 
tions the  peasants  are  expected  to  ^ve 
up  to  the  Government  all  of  the  stocks 
of  foodstuffs  that  they  have  left  over 
after  deducting  from  their  crops  the 
amounts  they  require  for  the  immediate 
needs  of  their  household.  The  Govern- 
ment then  is  expected  to  be  the  sole  pur- 
chaser. Under  the  tax  system  the  Gov- 
ernment requires  the  peasants  to  give 
up  to  its  agencies  only  a set  amount  of 
foodstuffs,  irrespective-  of  the  amounts 
they  raise.  The  rest  the  peasants  are 
permitted  to  sell  or  exchange  at  will 
Thus  under  the  tax  system  freedom  of 
trade  in  grain  is  restored  in  some  de- 
gree. 

This  much-heralded  freedom  of  trade, 
however,  is  so  limited  as  to  make  really 
no  difference  in  the  situation.  In  the 
first  place,  according  to  the  Petrograd 
Pravda  of  May  7,  1921,  the  tax  system 
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does  not  cover  Siberia.  Northern  Cau- 
casus, Turkestan  and  Ukraine,  i.  e.,  the 
principal  granaries  of  Ru.wia.  There 
freedom  of  trade  is  still  forbidden.  In 
the  second  place,  in  those  parts  of  Soviet 
Russia  in  which  such  freedom  of  trade  is 
permitted  it  may  be  carried  on  only  on 
a local  scale. 

A ND  when  we  come  to  the  figures  in- 
volved  in  theestablishmentof  the  sys- 
tem of  taxation  we  see  quite  clearly  what 
a farce  the  whole  thing  is,  although  it  is 
really  an  extremely  shrewd  move  on 
Lenin's  part.  The  amount  of  grain  ex- 
pected to  be  gathered  in  1929.21.  accord- 
ing to  the  Government  plan,  was  423,- 
000,000  poods.  The  amount  actually 
gathered  wa.<:  under  250,000,000  poods, 
according  to  Lenin's  figure,  and  not  over 
280,000,000  poods,  according  to  the  high- 
est estimate  advanced.  The  tax  estimate 
calls  for  a delivery  to  the  Government 
of  240,000,000  poods.  In  other  words,  the 
tax  requires  from  the  peasants  almost  as 
much  grain  os  wa.s  taken  nway  from 
them  by  requisitions  during  the  current 
year.  But  the,  Soviet  leaders  are  quite 
frank  and  outspoken  in  their  statements 
to  the  effect  that  in  obtaining  such  an 
amount  of  requisitioned  grain  a great 
deal  of  force  had  to  be  used.  And  there 
is  little  wonder  that  Lemn  pointed  out 
in  his  speech  that,  even  for  iJio  gather- 
ing of  the  tax,  compulsion  would  still 
have  to  be  employed. 

What,  then,  becomes  of  the  induce- 
ment of  free  trade?  Assuming  that  the 
Government  program  of  requisitions  in 
its  estimate  of  the  excess  stMks  of  food 
supplies  in  the  hands  of  the  peasantry 
was  correct,  then  the  Government  failed 
to  get  from  the  peasants  nearly  half  of 


the  foodstuffs  they  KsmI  raised  and  can 
spar*  for  shipment  to  other  parts  of  the 
country.  This  is  the  amount  that  would 
have  been  smuggled  into  the  cIUm  and 
sold  at  the  so-called  '*  spekulyatsia " 
markets.  By  permitting  now  free  trade 
in  the  form  of  private  exchange  of  food 
products  for  manufactuml  articles 
(which  Is  really  the  meaning  of  free 
trade  under  present  eonditlons)  the  So- 
viet Government  has  merely  Icgaliud 
and  put  a stamp  of  approval  on  a prac- 
tice which  had  existed  clandestinely  be- 
fore, and  which  was  denounced  by  the 
Soviet  leaders  and  agitators  on  every 
occasion  as  the  greatest  drag  on  the 
wheels  of  the  whole  communistic  system 
of  economic  work. 

Nor  is  this  all.  A report  was  recently 
prepared  by  Profeasor  N.  D.  Kondratiev 
on  the  possible  amounts  of  grain  that 
ought  to  be  available  for  shipment  from 
the  various  grain-producing  territories 
of  Russia  during  the  coming  year.  This 
report,  published  in  The  Kconomlc  Life 
of  .April  9,  I92K  shows  the  probable  con- 
traction of  crops  by  comparison  with 
1916.  The  following  table  gives  the  ship- 
ments of  tho  different  grains  by  rail- 
ways and  waterways  in  1016  in  millions 
of  poods: 

Prst-  tanJsil 

tBia  snta  Kaiaios.  Tulst 

Wheat  46^9  116.1  579.0 

Ryo  180.9  34.7  216.6 

Barley  and  oaU...  282.2  103.6  385.8 

Total  926.0  254.4  1, 180^4 

Tho  actual  records  of  tho  railways  and 
the  waterways  show  shipments  of  069,- 
300,000  poods,  which  in  ronniilcred  in  the 
report  os  sufficiently  in  correspondence 
with  the  cutculntlon  given  in  the  table. 


Does  International  Position  Justify  a High  Tariff  ? 


for  a period  of  time  (which  perforce 
must  be  limited)  at  a losii  in  a foreign 
country  explicitly  for  tho  purpose  of 
breaking  down  a competing  industry  in 
that  country,  and  intends  to  raise  ita 
prices  after  accomplishing  its  object, 
then  we  have  a real  case  of  dumping. 
Such  a situation  could  and  should  be  met 
by  a free-trade  nation  in  exactly  the 
same  way  it  would  counter  a discrimina- 
tory tariff,  by  taxing  the  goods  of  the 
dumping  country  to  tho  same  degree  In 
which  it  has  cut  prices  below  production. 
The  query  will  doubtlea.4  arise  as  to  how 
,the  difference  is  to  be  ascertaihed  be- 
tween apparent  and  real  dumping  as 
defined  above.  There  is  no  way  of  telling 
except  by  the  test  of  time.  It  may  be 
.laid,  however,  that  in  general  there  will 
not  be  much  likelihood  of  a domestic  in- 
dustry, if  its  existence  is  economically 
logical,  succumbing  before  the  facta  in 
the  case  can  be  learned. 

It  is  recognized  that  the  transition 
from  a basis  of  protection  to  one  of  free 
trade  would  be  attended  by  a certain 
amount  of  hardship.  The  same  holds 
true  to  a more  or  lea  degree  in  bringing 
about  nearly  all  improvements.  Take,  for 
example,  the  construction  of  a subway  in 
a crowded  city;  for  months  or  even  years 
the  streets  are  tom  up,  evil  smells  fill 
the  air,  explosions  rock  buildings  and 
break  windows  and  cave-ins  cause  loa  of 
life  or  shocks  to  the  nerves.  All  these 
hardships,  however,  are  inconsiderable 
as  compared  with  the  great  benefits  ac- 
cruing from  the  subway  when  completed. 

The  United  States  being  the  most  pow- 
erful nation  in  the  world  financially  and 
industrially,  is  in  the  best  position  to 
foster  freedom  and  equality  of  oppor- 
tunity in  world-wide  trade,  Just  as  it  is 
in  the  best  position  to  lead  in  the  move- 
ment for  a reduction  or  armaments. 
Freedom  and  equality  of  opportunity 
are  our  national  ideals;  they  arc  the 
ideals  on  which  our  whole  system  of 


law  and  social  Justice  is  founded.  With 
these  ideals  wc  have  become  thi<  most 
democratic  and  progressive  country  in 
the  world.  With  these  ideals  let  us  make 
ouraclvos  tho  lender  In  tho  trade  of  the 


Alaska’s  Mineral  Output 

'pMGURES  Just  made  public  by  the 
United  States  Geological  Survey  of 
the  Department  of  the  Interior  show  that 
the  value  of  tho  mineral  output  of  Alaska 
in  1920  was  923,307,757;  in  1910  it  was 
919,620,913.  Tho  gain  In  1020  was  due 
entirely  to  the  increase  in  tho  output  of 
copper,  which  was  47,222,771  pounds  in 
1919  and  70,435,863  pounds  In  1920. 
Eight  Alaska  copper  mines  were  operated 
In  1920;  eleven  In  1919.  The  value  of  the 
total  mined  output  of  the  Territory  dur- 
ing forty  year*  of  mining  Is  946M74.7H0. 

Value  of  Alaska  mine  production  in 
1919  and  1920; 


Gold  99,426.032 

Copper  8,783,063 

Silver  705,273 

Coal  343,647 

Tin  73,400 

Lead  72^22 

Platinum  miner- 
als   78,663 

Petroleum,  mar- 
h I e,  gypsum, 

Ac  143,113 


98,366460 

>2460.006 

1,039,364 

356,668 

16,112 

140400 

160.117 


266460 


Total  919,620413  923^03,767 

In  the  year  1920,  17  gold-lode  mince 
and  6 prospects  were  operated,  producing 
gold  amounting  to  94473,687.  In  the 
Summer  of  1920,  48H  gold  placer  mina. 
largo  and  email,  employing  1437  men, 
were  operated,  and  during  the  previous 
Winter  82  mines,  employing  318  men. 
The  value  of  the  output  of  gold  from 
placer*  was  93473400  in  1920,  and 
94470,000  in  1919.  Total  gold  produced 
by  Atsskao  placer  mines  amounts  to 
921748540O. 


The  report  give*  the  following  coeffl- 
cienta  of  decrease  of  agricultural  produc- 
tion by  19tt: 


ivw  01  10  per  cent,  for  wheat  and  rye 
and  of  22  per  cent,  for  barley  and  oala. 
A further  contiacUon  of  15  percent,  is 
existed  in  1921. 

, j^.P*******  «f  crops  due  to  dimin- 
ished intensivenees  of  cultivation  oetl- 
mated  at  10  per  cent.,  although  la 
1920,  due  to  special  crop  eonditlau,  the 
decrease  was  27  per  cent,  for  rye.  50 
per  cent  for  wheat  and  35  per  cent  for 
bariov  and  oata. 

3.  Increase  of  peasant  consumption 
by  20  per  cent 


Tho  report  contains  Mverel  other  eo- 
efficienta  such  ae  the  Increase  of  the 
rural  population,  change*  In  the  amounts 
of  live  stock,  Ac.  On  lhv<  basis  of  these 
figures  the  report  give*  380.000.000 
poods  of  grain  ae  the  amount  probably 
available  for  shipment  during  the  com- 
ing year.  Of  thb  amount  240,000,000 
poods  would  have  to  be  delivered  to  the 
Government  in  the  form  of  a tax.  leav- 
ing the  peasants  for  their  free-trade  op- 
erations only  140,000,000  poods. 

If  I'rofesaor  Kondratiev's  calculation 
Is  correct,  then  tho  lax  in  kind  which  the 
Soviet  regime  has  introduced  as  a substi- 
tute for  the  reiiuisitlon*  and  which  Is 
expected  to  induce  tho  i<easants  to  pro- 
duce more  by  giving  them  an  opportu- 
nity to  sell  their  excess  stocks  at  will 
will  constituta  6.7  per  cent,  of  the  total 
maximum  that  they  may  raise. 


rpilE  eyetom  of  levying  this  tax  Is  a 
^ very  complieaUd  ona  All  rural  econo- 
mie*  are  divided  Into  eleven  cUssm,  ac- 
cording to  the  productivity  of  their  land, 
and  again  Into  seven  groups,  according 
to  tho  amount  of  tillable  land  per  cap- 
ita. On  the  basis  of  this  claaalfieatlon 
and  of  the  general  crop  situation  In  ths 
locality  under  consideration,  the  laa  la 
calculated  for  each  desiaUna  of  land  un- 
der cultivation.  The  amount  of  tax  for 
each  peasant  eeonomy  Is  determined  by 
the  local  Soviet. 

It  la,  of  course,  inconceivsbls  that  such 
a system  should  satisfy  the  psassntry 
any  more  than  Us  predecessors  had  dona 
From  tho  point  of  view  of  actual  deliv- 
erica  to  the  Government  there  is  searee- 
ly  any  diffvreneo  between  the  system  of 
requisitions  and  that  of  taxation.  The 
only  result  that  the  new  policy  might 
have  is  to  transfer  the  burden  of  respon- 
sibility for  the  Bculenoss  of  the  food 
crisis  which  now  eilsU  in  Russia  from 
ths  Soviet  Government  to  Uie  peasantry. 
No  doubt  Lenin  had  (his  in  mind  when 
he  urged  upon  the  Party  Congress  the 
abondonment  of  the  (^mmunlit  princi- 
ple of  monopolistic  food  dlitributlon.  In 
this  he  was,  no  doubt,  very  shrewd.  But 
it  Is  dunbtful  that  he  will  suceowd  In  thus 
hoodwinking  the  city  populotlon  into  an 
Inerssssd  enmity  toward  ths  rural  popu- 
lation. His  reforms,  whaUver  iittia  they 
ara  worth  In  the  actual  remerlying  of  thi 
situation,  have  corns  loo  lal«.  There  Is 
no  reason  to  belisve  that  they  will  help 
tho  food  crisis,  and  still  ls*s  reason  to 
bsllovs  that  they  will  In  any  way  ap- 
pease the  general  opposition  to  the  So- 
viet regime  In  the  cUlts,  which  have 
been  reduced  to  utter  starvation  by  the 
three-yMir  oommunistie  experiment  In 
monopolistle  food  distribution,  now  so  Ig- 
nominiously  given  up,  or  the  growing  re- 
sentment on  the  part  of  the  peasantry 
that  has  been  subjected  during  this  lime 
to  every  kind  of  indignity  and  violence. 

The  rsforms  have  not  had  even  an  Im- 
msdlaU  effect  on  the  situation.  The  Pet- 
rogrod  Pravda  of  May  8,  for  example, 
reports  that  the  food  crisis  in  Petregiwd 
has  rsachad  the  stage  of  an  almost  eom- 
plet*  lack  of  foodstoffa  At  a msetint 
of  the  Executive  Committee  of  the  Pet- 
rograd  Soviet,  held  on  Msy  7,  It  was 
even  decided  to  abolish  temporarily  the 
food  cards,  for,  as  It  was  explain^  at 
the  meeting,  the  food  cards  cease  ta  have 
any  meaning  when  there  are  ae  food 
products  to  be  distributed. 
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Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 


1 


) space  between  the  base  line  and  the  broken  line  represents  the  cash  reserves  required,  that  between  the  broken  line  ar 
erves,  or  free  gold,  and  the  whole  space  between  the  base  line  and  the  hea  vy  line  represents  tho  total  stock  of  gold.  The  suuply  Is  c 
BO  that  the  record  can  never  be  brought  to  the  date  of  publication.  The  chart  records  the  last  figures  publishetl. 
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War  Volumes 
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Official  Documents  Choicest  Literature 

Authentic  Records 

3,500  Titles,  12,000  Pages,  960  Illustrations.  1,500  Cartoons 

Both  a history  of  facts  and  the  facts  of  history 

A complete  War  Library.  Its  contents 
consist  of  the  most  important  writings  of  the 
master  minds  of  the  world  on  every  phase  of 
the  war.  The  essential  official  documents  of 
all  nations.  The  authentic  records  of  diplo- 
matic exchanges.  Impartial  chronicles  of  his- 
toric episodes.  Thrilling  de- 
scriptions of  Great  Battles  on 
Land  and  Sea.  Official  reports 
of  commissions  and  investigators. 
Maps  of  all  campaigns.  All  il- 
lustrations in  the  soft  texture  of 
rotogravure.  Historic  cartoons  of 
all  the  nations. 

Twenty  Volumes  in  the  Set 


The  official  reports  of  the  great  campaign  written  by 
the  Commanding  Generals. 

The  salient  speeches  of  the  statesmen. 

The  historic  diplomatic  documents. 

A narrative  of  the  war,  up  to  the  date  of  the  volume, 
written  by  an  American  historian. 

Reviews  of  the  military,  economic  and  political  situa- 
tions by  international  experts. 


The  richest  literature  of  the  war  by  the  world’s  most 
eminent  authors. 

96  pages  of  war  photographs,  in  rotogravure. 

Charts,  maps,  diagrams  and  international  cartoons. 
Each  volume  contains  600  pages  of  authoritative,  in- 
teresting data  and  documents. 

The  twentieth  volume  contains  text  of  the  Peace  Treaty, 
a Cumulative  Index,  a Gazetteer  of  Names  and  Places,  etc. 

Three  bindings:  Cloth,  three-quarter  leather,  full  leather. 

Sold  on  very  easy  terms  of  payment. 


From  the  Political  Science  Review: 

"The  series  of.Wer  Volumes  published  by  The  New 
" York  Timvs  constitute  the  most  comprehensive  war 
"history  yet  published.  These  twenty  volumes  make  up  a 
“ vcritule  war  ency^opedia  arvd  cover  every  phase  of  the 


" problems  of  these  dramatic  years  also  receive  adequate 
" attention.  No  individual  author  or  group  of  authors 
“could  have  acquired  the  facilities  whi^  The  New  York 
" Times  possess^  in  the  gathering  of  this  material.  The 
" work  is  not  a mere  narrative,  but  also  includes  reprints 
" of  u great  many  important  documents  which  arc  nowhere 
" else  accessible;  diplomatic  correspondence,  for  example, 
" military  reports,  the  speeches  of  diplomats  and  ststes- 
"men,  official  communiques  and  so  forth.” 


Sign  and  forward  at  once  the  attached  coupon 
No  obligation  to  buy  is  involved 


Sold  on  Easy-Payment  Plan 

Full  particulars  and  a free  booklet  will  be  maUed  to  any  one  who  will  apply 


The  Nev  York  Timts  Co. 

War  yolimes 

Times  Square.  Neip  York  City: 

Send  free  booklet  and  particulars  of  the  War  yolumes  of  The 
Nev  Vorit  Tirries  to 
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Benjamin  Franklin,  writing  from  Paris  to  his  nephew 
in  Philadelphia,  said:  "And  as  you  will  before  that 
time  have  come  to  believe  it  is  a very  decent  warrant 
of  stability  to  serve  one  thing  faithfully  for  a quarter 
of  a century." 


The  American  Banker  is  now  in  its  eighty-fifth 
year  of  continuously  serving  faithfully  the  best 
reading  and  statistical  needs  of  American 
bankers. 

Eighty-five  years  is  not  a great  age  when  com- 
pared with  the  pyramids,  but  is,  as  Franklin 
said,  “a  very  decent  warrant  of  stability.” 
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The  Magazine  of  the  Dank  Executive 
67  Pearl  St.  New  York 
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The  Literary  Magazine 

having  the  largest  circulation 

The  New  York  Times  Book  Review  and  Magazine  has  the 
largest  circulation  of  any  literary  magazine  in  the  world. 

Combining  the  convenient  and  attractive  form  of  a maga- 
zine and  the  timeliness  of  a news  publication,  The  Book  Review 
and  Magazine  has  both  freshness  and  permanency.  Books  and 
current  questions  are  treated  from  the  standpoint  of  news  by 
men  of  letters. 


Printed  in  Rotogravure 

Printed  throughout  in  rotogravure, 
tho  text  of  the  Book  Review  and 
Magazine  is  clear  and  the  illustra- 
tions beautifully  reproduced.  Its  32 
pagc.s  include  otchinn  by  reno^vncd 
artists,  engravings,  ^olographs  and 
paintings,  faithful  in  reproduction  of 
detail. 


Book  Exchange 

_ As  a means  of  inter-communica- 
tion between  booksellers,  librarians 
and  collectors  of  rare  volumes,  the 
Book  Exchange,  published  in  each 
edition,  has  given  satisfactory  re- 
sults to  many  advertisers,  who  rely 
upon  its  efficacy  in  the  disposal  or 
purchase  of  books. 


The  circulation  of  The  New  York  Times  Book  Review  and 
Magazine,  exceeding  500,000  copies  each  week,  is  among  the 
largest  group  of  intelligent,  discriminating  readers  ever  assem- 
bled by  a newspaper. 

It  is  part  of  the  Sunday  edition  of  The  Times  and  is  also 
issued  as  an  independent  publication  at  |1.00  a year. 
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Railway  Outlook 


Encouraging  for  All  Industry 


Ig  immediate  aid  to  the  rail- 
b Toads,  through  a refund- 
H ing  plan.  President  Har- 
g ding  coined  a slogan  which 
G might  well  be  nailed  to  the 
. js  business  mast-head,  in 
^y7ilililiiii^  plain  view  of  railroad 
executives,  investors  in 
railroad  securities,  employers  of  trans- 
portation, railroad  employes  and  all 
those  charged  with  the  obligation  of 
framing  rules  and  regulations  for  the 
roads  and  deciding  their  general  prot^ 
lems  of  conduct.  It  was  this:  “Every- 
thing depends  on  transportation.'’  In  a 
four-word  phrase  the  President  has  sum- 
med up  the  situation.  For  transporta- 
tion is  the  very  life  of  the  nation. 

The  present  plight  of  the  roads  is  re- 
flected in  decreased  facilities  and  neces- 
sarily increased  charges  for  the  railroads 
themselves;  in  a smaller  dividend 
— or  no  dividend  check  at  all — for  the 
investor  who  has  put  his  dollars'  into 
. railroad  securities.  Its  inseparable 
corollary  is  a reduction  of  railroad  credit 
to  the  vanishing  point  The  investigator 
docs  not  have  to  look  far  to  answer  the 
question,  '•  What  is  the  matter  with  the 
railroads?  ” It  is  the  war-brought 
using  up  of  capital  and  the  subsequent 
drying  up  of  the  sources  from  which 
railroad  capital  usually  is  obtained. 
Coupled  with  the  pinching  off  of  sources 
of  capita]  must  be  considered,  too,  the 
drains— necessary  or  unnecessary— of 
Government  control  during  the  war,  com- 
plicated by  increased  costs  of  operation 
which  have  a^regated  from  30  to  more 
than  100  per  cent,  over  pre-war  prices, 
and  the  slump  in  . traffic  which  has  ac- 
companied deflation. 


The  President  has  asked  Congress  for 
an  extension  of  authority  for  the  War 
Finance  Corporation  to  purchase  the 
railway  funding  securities  that  have 
been  accepted  by  the  Director  General  of 
the  roads.  These  include  every  class  of 
railroad  obligation  authorized  by  the 
Interstate  Commerce  Commission,  from 
first  mortgage  bonds  down  through  the 
list  to  equipment  trusts  backed  by  rolling 
stock  and  other  equipment.  It  is  the 
plan  for  the  War  Finance  Corporation  to 
hold  such  of  these  securities,  all  of  which 
would  carry  interest  at  6 per  cent,  as  is 
possible  for  it  to  hold  under  its  present 
capitalization’  and  drcumstances.  Should 
a surplus  be  purchased  it  would  be  per- 
mitted to  pass  them  on  to  investors,  as 
occasion  arose  or  necessity  demanded,  at 
such  times  as  sales  could  be  made  ad- 
vantageously. 

Eugene  Meyer  Jr.,  Managing  Director 
of  the  War  Finance  Corporation,  has 
this  to  say  about  the  legislation  proposed 
in  Congress  to  extend  the  powers  of  the 
War  Finance  Corporation  with  respect 
to  railroad  finance : “ Legislation  which 
has  been  proposed  authorised  the  pur- 
chase by  the  War  Finance  Corporation 
of  bonds  which  the  Director  General  may 
have  occasion  to  take  from  the  railroads, 
in  connection  with  capital  expenditures 
for  improvements  and  betterments,  made 
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during  the  period  of  Federal  control 
Commerce  in  this  country  not  only  de- 
pends upon  the  railroads  for  the  vital 
element  of  efficient  transportation,  but 
normal  operation  of  the  railroads  in- 
volves the  consumption  of  lumber,  cool, 
iron  and  steel,  and  other  great  basic 
commodities.  When  the  railroads  are 
out  of  the  consuming  market,  as  they 
are  at  present,  industry  is  inevitably 
stagnant  and  unemployment  prevails  If 
they  are  in  possession  of  funds  and  func- 
tioning in  a normal  way,  they  are  direct- 
ly among  our  greatest  consumers,  and 
indirectly  through  the  large  numbers  of 
industrial  labor  affected.  The  geneial 
improvement  in  railroad  credit  would  be 
the  objective  of  the  War  Finance  Cor- 
poration, should  it  again  be  autborixed 
to  assist  the  railroads  this  time,  as  it 
did  from  January  to  July,  1919,  by 
making  advances  of  $205,000,000,  of 
which  all  but  |45, 000.000  have  been 
repaid.” 

TAURING  the  period  of  war-time  eon- 
trol  there  was  expended  by  the  United 
States  Railroad  Administration  and 
charged  to  carriers  for  capital  improve 
mento  approximately  $1,144,000,000. 
Approximately  $861,000,000  was  spent  in 
the  purchase  of  100,000  freight  can  and 
1,930  locomotives.  This  expenditure  for 
equipment  has  already  been  funded 
through  a series  of  eighty-six  equipment 
trust  agreements  between  the  various 
carriers  and  the  Director  General.  There 
remains,  therefore,  approximatdy  $763,- 
000,000  for  additions  and  betterments 
other  than  for  equipment  Of  this  about 
$60,000,000  has  been  funded  and  about 
$60,000,000  has  been  paid  in  final  set- 
tlements effected  with  some  railroada 
Various  other  roads  which  have  not  yet 
effected  Tinal  settlements  have  paid  or 
given  their  notes  for*  approximately 
$110,000,000  worth  of  capital  improve- 
ment This  leaves  approximately  $533,- 
000,000  of  capital  expenditures  which 
have  neither  been  paid  for  nor  funded. 

The  gross  claims  of  the  railroads 
against  the  Government,  before  the  scal- 
ing down  of  these  claims,  which,  of 
course,  is  inevitable,  aggregate  $1,600,- 
000,000  and  may  be  approximated,  under 
three  principal  heads,  as  follows: 

Unpaid  compensation 
accrued  during  Fed- 
eral control,  depre- 
dation, retirement 
and  destruction  of 

property  $400,000,000 

Undermaintenance  dur- 
ing Federal  control 
(estimate  based  upon 
claims  filed  for$7S8,- 
000,000  by  roadi 
operating  70  per 
cent,  of  the  total 

mileage)  1,000,000,000 

Balance  due  on  six 
months’  guarantee..  200fi00fi00 

Total  $1,000^)00,000 

It  has  already  been  tentatively  agreed 
that  the  roads  will  give  up  the  major 
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portions  of  the  claims  for  undermainten- 
ance. probably  not  less  than  $600,000,000 
of  them.  This  would  leave.  In  round 
numbers,  $1^)00,000,000  of  the  above  bal- 
ance. The  Railroad  Administration  has 
an  unexpended  balance,  according  to  a 
recent  statement  of  the  Director  General, 
from  previous  appropriations,  of  upward 
of  $200,000,000,  some  part  of  which 
must  bcTeserved  to  meet  miscellaneous 
claims  by  others  than  carriera.  It  b 
estimated  that  $150,000,000  could  be  sup- 
pli^,  immediately,  from  this  tourea, 
while  the  War  Finance  Corporation 
could  contribute  an  equal  amount  from 
available  resources,  before  resorting  to 
the  ule  of  its  sccuriUes.  Naturally,  the 
items  about  which  there  can  be  little  or 
no  question  raised  will  be  taken  up  for 
first  payment  These  ore  the  balances 
due  the  carriers  on  compensation  ac- 
count and  next  to  them  the  balancae  due 
on  the  six  months*  guarantee. 

Theoretically,  the  eompcriMtion  bal- 
ances, which  have  been  withheld  by  the 
Government  as  offsets  ngmlnst  capital 
expenditures  on  the  roads,  have  been 
released  for  payment  by  the  decision  to 
fund  the  capital  expenditures  for  a ten- 
year  period.  Actually,  however,  the 
money  must  bo  found  to  pay  them.  That 
will  be  the  task  of  the  Secretory  of  the 
Treasury  and  of  the  exocutivea  of  the 
War  Finance  Corporation. 

The  -authorised  capital  of  the  War 
Finance  Corporation— $500,000, 009— has 
been  fully  issued  and  b owned  entirely 
by  the  Government.  But  much  of  the 
capital  was  used  by  the  corporation  in 
carrying  out  its  principal  activity  sin« 
the  war,  namely  the  purchase  of  Liberty 
bonds  and  Victory  notes  in  the  open 
market.  When  the  corporation  discon- 
tinued operation  last  year  it  turned  over 
to  the  Treasury  a large  amount  of  these 
war  bonds  which  it  had  purchased  and 
for  which  it  holds  a certificate  of  cash 
credit  with  the  Treasury  of  the  United 
Btotes.  For  the  eorporsUon  to  obtain 
funds  from  the  Treasury,  therefore,  at 
the  present  time,  and  under  eibtfng  pro- 
visions of  the,  act,  the  Treasury  must 
pay  for  the  redeemed  bonds,  which  thus 
far  have  been  represented  by  a credit 
entry  against  the  capital  suWribed  by 
the  Treasury.  It  b this  credit  which 
will  be  used,  under  the  Fresident’s  pbn, 
to  refund  the  rail  obligations. 

The  financial  condition  of  the  War 
Finance  Corporation,  as  shown  In  a 
stotement  of  its  exacutivea  on  July  27, 
was  as  follows : 

Cash  credit  with  the 
Treasury  of  the 

United  States $406^27,771.29 

Outstanding  loans, 
of  which  $65AMr 
479.69  repreeent  ad- 
vances made  under 
its  pre-war  powers.  99JMJU9M 
Outstanding  leans 
under  expert  finao- 
dal  auth^ty 34/M7A69-80 


It  b not  to  be  suppoeed.  of  course, 
that  an  aaikabb  funding  of  the  actounto 
of  toe  raUreads  with  the  Ooverament. 
such  as  now  b proposed,  end  again  put- 
ting ready  cash  in  toe  Ull  of  the  rail- 
roads, wlU  immediately  settle  all  trans- 
portotion  difflculUra.  The  railroad 
millennium  b not  to  be  brought  about  by 
such  an  adjustment,  nor  is  this  expreUd. 
But  toe  present  plan  will  relieve  toe 
carriere  of  their  present  cundiUon  of 
financial  dbtreeo  and  put  then  in  poe- 
soMdon  of  moderate  working  K»Unfi^ 

rpHBRE  b another  aspect  of  thecaseto 
^ be  considered.  That  b on  toe  side  of 
Industry,  which  will  directly  or  indirectly 
be  aided  by  the  payments  proposed.  An 
operation  of  thb  character  and  magni- 
tude transcends  the  mere  clement  of  the 
relief  afforded  the  railroada  II  gom 
fkr  beyond  even  such  deeirable  llmlb, 
for  undoubtedly  It  will  result  In  a quick- 
ening  of  bualnees  throughout  the  whole 
country.  It  will  eneble  the  railreade  to 
pay  toeir  bills  and  to  releaM  a great 
block  of  credit  which  has  been  froaen 
through  insbillly  of  too  roads  to  scraps 
together  sufficient  cash  to  discharge 
toalr  obligationa  One  guius,  probably, 
b as  good  as  another  as  to  the  amount 
of  unpaid  current  vouchen  In  the  hands 
of  railroad  Treasurare  throughout  the 
country.  An  eatlmato,  recently  made  by 
a well-informed  railroad  aieeuUve, 
placed  toe  total  of  such  sums  dus  and 
owing  at  $300,000,000. 

At  any  rats,  any  measure  which  U 
succMiful  in  placing  the  railroads  of 
toe  country  on  their  feet  goes  far  to- 
ward furnishing  the  solution  of  many 
other  industrial  problem*  Like  a pebble 
tosaed  into  a pool,  purchases  by  the  rail- 
roads at  this  time  would  create  an  ever- 
widening  circle,  revitalising  Industry  of 
all  sorts  as  it  proceeds.  I’urchasee  of 
every  sort  are  to  be  mado— and  must  be 
made  soon— If  the  roods  are  to  maintain 
toe  standard  of  efficiancy  tong  ago 
established  by  them,  as  the  finest  trans- 
portation systems  In  the  world. 

One  has  to  eeareh  no  further  back 
into  toe  records  than  the  year  fottuwing 
the  panic  of  1907  to  find  a com  wherein 
railroad  buying  was  brgely  Instrumental 
in  inaugurating  a boslneoe  revival.  It 
is  easily  conceivable  that  similar  resulU 
would  ensue  In  the  case  of  the  year  1921. 
With  toe  exrepUm  of  the  period  in  late 
1914,  when  tremendous  lums  were 
thrown  into  the  American  market  for 
purchasse  of  implemenb  and  munitions 
of  war  by  the  Allies,  no  such  stopandoos 
sum  as  $600,000,000  has  ever  been  direct 
ly  guided  into  toe  chanaeb  of  our  trade 
as  toe  reeult  of  one  financial  operation 
and  in  a brief  epoco  of  Urns  The  tm- 
peUu  given  trade  and  Industry  by  the 
purchase  of  1914-1916  is  still  fresh  In 
toe  minds  of  most  bosinsee  meB. 

The  aid  through  the  measure  advo- 
cated by  toe  Praddent,  and  it  may  be 
added,  suggeetod  by  him  efler  a long 
•rrles  of  eonfareneea  with  railroad  ex- 
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•.'cutivcg  and  bankers  froin  all  parU  of 
the  country',  comes  at  an  opportune  time 
both  for  the  railroadfi  and  the  country  at 
large.  The  transportation  industry,  con- 
valescing from  its  long -illness,  dazed  by 
wartime  control  and  weakened  by  the 
slump  in  traffic  during  the  last  year 
again  shows  evidence  of  its  ability  to 
stand  on  ita  own  feet.  The  effort,  how- 
ever, reveals  the  roads  in  a devitalized 
condition.  Economies  of  operation  are 
now  coining  into  view  in  the  balance 
.sheets  us  they  are  pre.sented,  from  time 
to  time.  The  June  figures,  for  instance, 


show  that  the  Class  I.  railroads  of  the 
country  earned  a net  of  approximaUly 
150,0011,000,  considerably  in  excess  of  the 
most  optimistic  prophecy.  A heavy  oper- 
ating deficit — totaling  something  like 
$11,000,000 — wa.s  established  in  the  same 
month  of  the  previous  year.  The*well- 
nianaged  roads  show  the  effect  of  econ- 
omies on  their  net,  despite  a very 
moderate  increase  in  gross.  July  figures 
will  show  further  gains,  for  the  new 
schedule  of  pay  reductions,  ordered  by 
the  United  States  Railroad  Labor  Board, 
did  not  go  into  effect  until  the  first  day 


of  that  month.  It  is  not  to  be  forgotten, 
too,  that  the  seasonal  movement  of  crops 
and  other  commodities  is  at  hand.  .Rail- 
road management  evidently  is  doing  its 
part.  What  the  roads  lock  at  the  moment 
is  ready  money.  Their  dire  need  is  funds 
to  pay  off  old  creditors,  to  purchase  rails 
and  ties,  new  engines  and  freight  cars, 
and  generally  to  prepare  for  such  busi- 
ness a.s  surely  will  develop  with  the  grad- 
ual revival  of  industry. 

The  present  plan,  which  calls  for  no 
immediate  or  widespread  offering  of 
railroad  securities  to  the  public,  which 


calls  for  no  Congressional  appropriation 
and  which,  in  effect,  merely  puts  to  work 
in  a righteous  cause — and  at  a good  rale 
of  interest — a fund  owned  by  the  Gov- 
ernment, which,  since  the  start  of  the 
year,  has  been  largely  inoperative  and 
idle,  is  deemd  a huppy  solution  of  the 
vexing  problem  and  one  which  may  piuvc 
the  key-log  in  the  solid  jam  which  ha' 
been  blocking  the  channels  of  trade. 
With  the  key-log  dislodged  from  its  grip, 
in  the  centre  of  the  snarl,  the  jam  may 
be  expected  slowly  bub  surely  to  untangle 
itself. 
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special  Correnpondence  of  The  Annalist. 
WASHINGTON.  Aug.  6.  1921. 

The  Ways  and  Means  Committee 
dosed  Its  hearings  on  tax  revision 
and  begun  hearing  the  view.s  of  Secre- 
tary Mellon  and  Trca.sury  experts. 
Chairman  Fordnoy  indicated  that  it 
would  probably  take  several  more  weeks 
for  the  committee  to  complete  its  work 
of  framing  the  new  tax  mea-mre. 

Secretary  Mellon  pre.'icntcd  to  the  com- 
mittee his  views  on  the  tax  .situation, 
suggc-sting  the  repeal  of  the  excess  prof- 
its tax  and  advocating  three-cent  post- 
age, a ?10  automobile  tax,  a lax  of  2 
cents  on  bank  chcclcs  and  higher  tobacco 
taxes.  House  leaders  said  they  feared 
the  effect  of  tuxes  on  motors,  checks  and 
increased  po.stal  rate.s,  and  talk  was  re- 
newed of  reducing  the  budget  and  cut- 
ting the  total  luxation. 

Secretary  Mellon  on  his  second  ap- 
pearance before  the  Ways  and  Means 
Committee  declared  a cut  of  more  than 
$250,000,000  in  ordinary  Government  ex- 
penditures will  be  necessary  if  additional 
taxes  are  to  be  avoided.  He  said  the  cost 
of  the  Government  would  be  $4,650,000,- 
000  this  year,  on  pre.s^nt  estimates,  of 
which  $3300,000.000  must  come  from 
taxation.  Even  if  the  .suggested  reduc- 
tions were  made,  Secretary  Mellon 


thought  the  internal  revenue  yield  for 
the  year  could  not  safely  be  permitted  to 
fall  below  $3,570,000,000. 

The  Senate  passed  the  so-called  Ad- 
ministration Farmer’s  Export  Corpora- 
tion bill,  which  proposes  to  authorize  the 
War  Finance  Corporation  to  issue  bonds 
and  save  outstanding  notes  of  a total 
face  value  of  $2,000,000,000  and  to  make 
the  neces.cnry  advance.s  to  make  possible 
the  holding  of  products  pending  better 
export  conditions  under  certain  stipula- 
tions. The  biil  will  now  go  to  the  House 
for  consideration. 

The  House  Foreign  Affairs  Committee 
indicated  it  was  improbable  any  action 
would  be  taken  on  any  of  the  numerous 
quc.stions  relating  to  the  withdrawal  of 
American  occupation  forces  from  Ger- 
many. 

By  a vote  of  264  to  4 the  House  adopt- 
ed the  conference  report  on  the  Sweet 
bill  revising  the  War  Risk  Insurance 
regulations  and  creating  a Veterans’  Bu- 
reau in  the  Goveimnent  to  handle  all  af- 
fairs of  former  service  men..  The  meas- 
ure now  is  ready  for  President  Haixling’s 
approval,  and  its  passage  was  asked  by 
the  Chief  Executive  in  urging  that  the 
Bonus  bill  be  recommitted  to  the  Senate 
Committee  on  Finance. 

President  Harding  transmitted  to  the 


Senate  a memorandum  from  Secretary 
Hughes  in  which  it  was  held  that  the 
United  States  Govemment  is  committed 
to  a loan  of  $5,000,000  to  Liberia,  and 
urged  Congress  to  sanction  it. 

The  Senate  Finance  Committee  con- 
tinued its  hearings  on  the  Fordney  per- 
manent Tariff  bill,  paying  particular  at- 
tention to  the  proposed  substitution  of 
the  American  for  the  foreign  value  of 
the  imported  merchandise. 

The  House  adopted  the  resolution,  pre- 
viously passed  by  the  Senate,  authoriz- 
ing the  appointment  by  the  President  of 
a commission  to  confer  with  the  Cana- 
dian Government  or  the  Provincial  Gov- 
ernments of  Quebec,  Ontario  and  New 
Brunswick,  concerning  restrictive  orders 
in  Council  curtailing  exportation  of  pulp 
wood  to  the  United  States. 

The  Shipping  Board  announced  that 
the  British  steamship  lines  had  agreed  to 
release  to  the  United  States  Shipping 
Board  for  shipment  in  American  ve.ssels 
not  less  than  50  per  cent,  of  the  Egyp- 
tian cotton  traffic  moving  direct  from 
Alexandria  to  the  United  States,  but  de- 
clined to  allow  Shipping  Board  vessels 
to  participate  in  the  indirect  movement 
via  the  United  Kingdom  to  this  country. 
The  board  has  now  instructed  its  repre- 
sentative in  the  London  Conference  to 


insbt  also  on  at  least  half  of  the  indirect 
movement. 

Plans  for  the  Washington  conference 
on  Limitation  of  Armaments  and  the 
Far  East  are  taking  definite  shape  with 
the  Japanese  Government’s  acceptance 
of  President  Harding’s  invitation  to  par- 
ticipate and  the  British  Government’s 
withdrawal  of  its  suggestions  for  a pre- 
liminary conference  on  Pacific  problems. 
President  Harding  favors  Nov.  11,  Ar- 
mistice Day,  for  the  opening  of.  the  con- 
ference. This  is  satisfactory  to  the  Brit- 
ish Government,  and  will  probably  suit 
the  others. 

The  Shipping  Board,  after  opening 
bids  for  the  sale  of  its  fleet  of  287 
wooden  vessels,  decided  to  refuse  all  bids, 
and  will  undertake  to  sell  them  on  better 
terms  by  private  negotiations. 

The  White  House  issued  a summary 
of  achievements  in  which  the  new  Ad- 
ministration declared  substantial  results 
have  come  from  its  efforts  to  bring  a re- 
turn to  normalcy,  and  at  the.  same  time 
aid  industry  and  agriculture,  citing  the 
reduction  in  Federal  Reserve  rates,  the 
railroad  refunding  plan,  the  funds  sup- 
plied to  agriculture  and  cattle  raising, 
and  the  revival  of  the  War  Finance  Cor- 
poration as  milestones  along  the  way  to 
sound  reconstruction. 


Special  Correspondonec  of  The  Annalist. 

TORONTO,  Aug.  0. 

Financial  and  trade  circlc.s  in  Canada, 
have  been  much  encouraged  during  the 
lost  week  by  the  improvement  in  the  crop 
{lituiition  following  the  copious  and  wide- 
spread rains  in  nearly  all  parts  of  the 
country.  A few  weeks  ago,  owing  to  the 
heat  and  drought  obtaining,  it  looked  as 
if  the  early  promises  of  a bountiful  crop 
were  likely  to  bo  unfulfilled.  The  im- 
provement which  has  taken  place  during 
the  last  week  or  two  is  therefore  all  the 
more  gratifying. 

The  outlook  i.s  particularly  promising 
in  respect  to  the  wheat  harvest.  The 
area  under  cultivation  (18,737,000  acres) 
is  nn  increase  over  the  previous  year  of 
504,626  acres,  and  the  condition  at  102 
per  cent,  is  four  points  ahead  of  the  cor- 
responding period  a year  ago.  Com- 
pared  with  the  five-year  average  of 
1915-19  the  area  under  cultivation  show.s 
an  increase  of  2,394,000  acres.  In  con- 
dition the  crop  is  also  above  the  overage 
of  the  some  period, 

Pending  definite  harvest  results,  trade 
is  disposed  to  mark  time  rather  than  an- 
ticipate them.  In  June  and  July,  thanks 
to  the  exceptionally  warm  weather,  busi- 
ness was  better  than  in  the  correspond- 
ing month.s  of  Inst  year,  and  in  certain 
instances  the  demand  has  been  in  excess 
of  the  supply.  Taking  merchandise  ns  a 
whole,  however,  trade  has  been,  and  still 
is.  spotty — fairly  good  one  week  and  pos- 
itively dull  tho  next — a reflection  of  the 
hand-to-mouth  buying  characteristic  of 
both  wholesalers  and  retailers.  This  is 
particularly  true  in  respect  to  the  buying 
of  merchandise  by  dealers  in  the  West- 
ern Provinces,  where  there  is  relatively 
greater  dependence  than  in  Eastern  Can- 
ada on  the  outcome  of  tho  harvest. 

The  iron  and  steel  industry  is  grad- 
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ually,  though  slowly,  experiencing  a 
greater  measure  of  activity.  It  is,  how- 
ever, more  largely  due  to  orders  placed 
by  the  Government  and  the  Canadian 
Pacific  Railway  for  steel  rails,  rail  ac- 
cessories and  fastenings  than  to  a gen- 
eral improvement  in  trade.  These  orders 
wilt  keep  the  mills  fairly  well  employed 
until  at  least  the  early  Fall.  With  the 
locomotive  shops  business  is  almost  at  a 
standstill.  The  railways  of  the  Dominion 
arc  undoubtedly  in  need  of  much  equip- 
ment, but  pending  an  easier  money  mar- 
ket and  lower  prices  they  are  disposed  to 
defer  extensive  purchases. 

The  bugbear  of  the  Canadian  Stock 
Exchanges  is  tho  continued  difficulty 
that  is  being  experienced  in  re-financing 
tho  Riordon  Paper  and  Pulp  Company, 
Limited.  The  company  is  one  of  tho  old- 
e.st  of  its  kind  in  the  Dominion,  having 
been  started  in  the  early  ’70s.  But  un- 
fortunately a year  or  two  ago  it  cm- 
marked  upon  expansions  of  such  magni- 
tude that  it  today  finds  itself  in  serious 
financial  straits  for  want  of  adequate 
capital.  In  its  extremity  it  made  a call 
upon  the  shareholders  for  additional  cap- 
ital. This  has,  however,  proved  abortive. 
In  financial  circles  the  opinion  obtains 
that  the  only  hope  of  salvation  lies  in  the 
surrendering  of  control  of  the  company 
to  American  interests.  To  the  surprise 
of  every  one  " on  the  street  ” the  Bromp- 
ton  Pulp  and  Paper  Company  announces 
the  passing  of  its  regular  dividend.  This 
step,  however,  is  not  due  to  lack  of  prof- 
its, but  to  the  decision  of  the  directorate 
to  reserve  its  resources  pending  a return 
to  more  satisfactory  trade  conditions. 
The  stock  of  the  Wayagamack  Pulp  and 
Paper  Company  has  also  recently  expe- 
rienced a .sharp  decline  on  the  Ex- 
changes, the  public  becoming  obsessed 
with  the  belief  that  this  company  had 
also  undertaken  extensive  additions  to 


in  Canada 

plants  at  a time  when  high  costs  ob- 
tained. Last  year  the  company  earned 
more  than  22  per  cent,  on  its  common 
stock,  but  it  has  since  suffered  from  a 
lull  in  the  demand  for  its  product,  the 
principal  part  of  which  is  kraft  paper. 

The  recent  strike,  plus  the  lull  in  the 
demand,  curtailed  production  in  the  pulp 
and  paper  mills  of  Canada.  Since  the 
latter  was  settled  the  output  has  in- 
creased, but  the  total  for  the  six  months 
ended  June  was  69,524  tons  less  than  in 
the  corresponding  period  of  1920. 

Canada's  trade  with  the  United  States 
in  June  experienced  a marked  decline, 
both  in  imports  and  exports.  The  im- 


ports, amounting  to  $42,117,000,  declined 
62  per  cent.,  while  in  exports,  at  $22,- 
643,000,  there  was  a decrease  of  more 
than  50  per  cent.  For  the  first  time  in 
eighteen  months  the  exports  of  the  Do- 
minion to  the  United  Kingdom  were  in 
excess  of  those  to  the  United  States. 
The  excess  was  about  $900,000.  For  the 
first  time  in  several  months  there  was  a 
favorable  balance  in  Canada’s  total  for- 
eign trade,  the  exports  in  June  having  a 
value  of  $68,576,299,  compared  with  $57,- 
643,658  for  imports.  There  was,  how- 
ever, a decrease  of  57  per  cent,  in  the 
imports  and  of  45  per  cent,  in  the  ex- 
ports, compared  with  June,  1920. 
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The  Problem  of  Reducing  the  Tax  Exempt  Evil 


Thia  is  the  firat  of  (ito  nrticUa  hy 
Mr.  Roaa  on  ttuttiion  problems.  The 
aeeond  will  appear  rn  <in  rar/y  issue. 


By  N.  F.  Ross,  C.  P.  4. 


TP  that  attaches  to 
C interest  from  State 
H and  monicipal  bonda 
p and  to  salaries  of 
p State  and  munici- 
/E  pal  employes  arises 
MlillilhilifflTly^  purely  from  the  fic- 
tion of  separate 
State  sovereignty.  It  is  not  derived  from 
any  specific  prohibition  in  the  Consti- 
tution itself,  as  is  frequently  supposed. 
The  States  are  simply  ^availing  them- 
selves of  a bit  of  constitutional  interpre- 
tation that  was  developed  by  the  United 
States  Supreme  Court  to  protect  Federal 


to  make  any  new  matter  subject  to  t 
tion  by  Congress, 

That  doubt  on  this  point  was  not 
pletely  removed  can  be  inferrwl  from  tl>v 


nance  Comntittee  regarded  a-  to  \-ery 
important,  a condition  that  i»  likely  to 
overcome  the  natural  opposition  of  the 
States,  namely,  that  the  right 


conduct  of  the  Rouse  of  Representalivee  State  interest  and  State  salariea  shall 
in  preparing  the  War  Revenue  bill  of  bo  reciprocal.  Accordingly,  by  ihvi 
1918.  Its  object  was  apparently  to  test  amendment,  the  'T'ederal  Ciovernment 


>alai>r.  of  all  public  offu-iaU.  Knleial  as 
well  AH  State,  elrelwl  or  appointed  to 
office  after  the  ratification  of  this 
nrtiele”  Also,  reciprocally,  "a  State  hav- 
ing in  force  a g\-nrnl  income  t«\.  undei 
which  * • • salane-  of  public  officials 
thereof  are  • • • actually  lax(><l,‘‘  may 
ta\  the  salaries  ef  all  public  officials  of 
the  I’niteti  Sute,.  and  lU  p.^x„ 
tern  tunes.. 


out  Its  power  over  this  traditionally 
empt  income.  Accordingly,  it  specially 
mentioned,  as  subject  to  taxation,  in- 
terest from  State  and  municipal  bonds, 
issued  after  passage  of  the  act,  unless 
authorixed  prior 
refund  issues  outstanding 


offers  to  the  Stale.-  having  a general 
income  tax  the  right  to  tax  Federal  in- 
terest and  Federal  salaries. 

A reading  of  the  McFadden  amend- 
ment reminds  one  of  the  experience  with 
applied  to  thd  Sixteenth  Amendment,  under  which 
tho  present  income  tax  laws  have  been 


passage,  Tho  Senate  refused  to  enact  enacted.  A«  already  indicntwl,  the 

a similar  provision.  Besides  doubOng  therein  of  the  phrase  " income  from 

Its  constitutionality,  the  Senate  Finance  whatever  source  derived  " led  many  to 

agencies  from  molesUition  by  the  States.  Committee  felt  that  it  was  unwise  to  believe  that  interest  from  Stnte  and 

That  the  States,  in  turn,  should  seek  the  tax  these  obligations  until  the  States  municipal  bonds  niul  MilaruJ  of  Stale 

shelter  of  this  inteipretation  against  the  «»u>d  be  authorixed  to  tax  Federal  sc-  and  municipal  officials  could  hr  taxed 

Federal  tax  authorities  is  natural  enough,  curities  in  like  manner  and,  when  the  federnlly,  hut  as  far  lux  ran  be  oh-xerved 

although  it  now  takes  on  the  aspect  of  Revenue  bill  left  the  hands  of  the  Con-  only  two'  of  the  present  United  Stnlx>.* 

ference  Committee.':,  representing  both  Supreme  C 


I the  aspect  of 

poetic  justice. 

In  the  early  days  of  our  Republic  the 
antagonism  between  the  States  and  the 
Federal  Government  closely  resembled  a 
feud.  The  Supreme  Court  then  was 
dominated  by  John  Marshall — a most 
ardent  advocate  of  a strong  Federal  Gov- 
ernment. When,  for  the  second  time,  a 
Bank  of  the  United  States  was  organ- 
ized and  wa.s,  by  the  I^edcral  Govern- 
ment, nominated  as  fiscal  agent,  it 
became  the  storm  centre  of  political  agi-  Evans 
tatioD.  A.s  part  of  the  campaign  of  op- 
position the  State  of  Maryland  imposed 
a stamp  tax  on  notes  issued  by  a branch 
of  the  Bank  of  the  United  States,  located 
within  its  borders.  This  culminated  in 
the  famous  case  of  McCulloch  vs.  Mary- 
land (1819). 

Marshall,  as  the  mouthpiece  of  the 
court,  denounced  the  tax  as  an  inter- 
ference with  a duly  created  agent  of 
the  United  States  in  the  performance 
of  recognized  governmental-  functions. 

These  functions,  he  held,  were  properly 
vested  in  the  Federal  Government  under 
powers  directly  or  impliedly  granted  the  and  municipal  interests,  had 
United  States  by  the  Constitution.  To  enacted, 
admit  that  such  agencies  could 'be  reached 
by  the  taxing  power  of  the  States  would 
be  to  admit  that  the  States  had  a right 
to  de.-stroy  them  at  their  will  It  would 
enable  the  States  to  void  any  program 
that  the  Federal  Government  might 
launch  in  the  furtherance  of  otherwise 
constitutional  ends— a power  obviously 
inconsistent  with  the  concept  of  a Fed- 
eral Government  with  definite  delegated 
ab.solute  powers.  Therefore,  within  the 
field  that  the  Central  Government  was 
sovereign,  the  States'  sovereign  power  of 
ta.xation  could  find  no  legitimate  appli- 


. ^ - - --r Juaticc*  -t-rm  to  hold 

houses.  It  was- absent  ihat  view.  Hence,  the  neeoiaity  for  this 

TN  the  face  of  moro  explicit  constitu-  twentieth  omemiment. 

•^tional  restraint  however,  both  houses  The  one  les.xon  that  one  cun  draw  from 
joined  in  taxing  the  salaries  of  the  Presi-  this  experience  is  the  need  for  tho  cleu.* 
dent  and  the  United  States  Judges,  then  expression  of  the  intention  of  th" 
in  office.  Here,  they  frankly  enacted  t'"'*n'ers  of  a constitutional  ainoiidmont. 
the  pAivision  with  the  expectation  that  lesson  seems,  however,  to  have  been 

it  would  be  taken  to  the  courts.  The  ^ perusal  of  the  McFadden 

matter  reached  tho  Supreme  Court  in  aniendmont  leaves  many  Important 
short  order  and  it  held  in  the  case  of  doubt*  unresolved  a,pd,  If  enacted  in  lU 
Gore  (decided  1920),  over  the  pre-‘:rnt  form  there  can  be  no  queation 
objections  of  Justices  Holmes  and  Bran-  ^^at  there  will  be  prolonged  miiundrr- 
deis,  that  to  increase  any  tax  on  these  standing  and  litigation. 
salarie.s,  as  such,  exceeded  Congre.saional  At  tho  risk  of  a '’crtuin  amount  of 
authority.  The  grounds  were  that  the  repetition,  the  significant  soctiuna  of  tho 
constitutional  fathers  had  aimed  to  fln.endmcnt  will  be  renro«luc»l  below  and 
guard  the  incumbent  President  and  p'utinent  questions  ru".cd  In  apjiroprinte 
Judges  against  any  attempt  by  Congress  p’sees. 

to  influence  these  particular  officials,  Tho  amendment  will  give  Congress  Iho 
by  wielding  the  economic  whip,  the  power  power  to  tax  interest  “ derived  from  sc- 
over  the  purse.  Although  the  two  sUuB-  curities  cieated  by  the  Stutc.x  and  their 
tions  here  considered  may  be  differ-  subsidiary  governments,  issued  lifter  the 
entiated,  this  experience  may  be  regarded  ratification  of  thiH  article  ' * 
as  prophetic.  A similar  fate  would  Reciprocally,  any  State  having  in  force  a 
probably  have  befallen  a tax  on  State  general  income  tax,  under  which 
been 


cation. 

A long  line  of  cases  followed  McCul- 


loca  vs.  Maryland,  extending  protection  edged,  can  be  effected  only  by  a conati- 

to  .securities  issued  by  the  Federal  Gov-  tutional  amendment.  That  this  has  not 

emment  itself.  From  this  principle  there  been  more  actively  promoted  in  Congress 
naturally  flowed  the  converse  proposition 
that  the  States,  in  the  exercise  of  their 
sovereign  powers,  could  not  be  hindered 
W the  Federal  Government  If,  for 
proper  governmental  purposes,  they  bor- 
rowed money,  evidence  of  this  borrowing 
or  the  interest  thereon  could  not  be  taxed 
by  the  United  States.  Other  States,  how- 
ever, as  distinct  sovereigns,  remain  un- 
trammeled  in  that  re-spect  as  to  each 
other. 

The  Sixteenth  Amendment  to  the  Con- 
stitution (effective  1913)  gave  Congress 
the  power  to  levy  taxes  on  “incomes 
from  whatever  source  derived,  without 
apportionment  among  the  several  States. 


incomes  derived  from  securities  created 
by  it  or  iU  subsidiary 
• • • arc  taxable  and 
taxed,  shall,  after  tho  ratification  of  this 
article,  have  the  power  to  tax  “ Income 
derived  from  securities  created  by  the 
United  States  and  its  posseuions  and 
territories.  ♦ • • 

The  article  is  clear  aa  to  which  State 
private  issues  and  Federal  securities  will  be  taxable  by  Congreaa 
only  those  issued  after  the  ratification 
of  this  amendment.  The  doubts  relote  to: 
(A)  Whether,  to  enioy  the  recip- 
rocal right,  the  amendment  intends 
that  a State  having  n general  income 
tux  nee>{  only  tax  its  own  socuritios 
isHued  after  the  ratification  of  this 
article  or.  ufU-r  the  ratification  of 
this  article,  it  must  tax  all  securi- 
ties, no  matter  when  issued  by  the 
Stnte  or  its  subsidiary  governmonU, 


In  the  meantime,  the  existence  of  these 
bonds  in  ever  increasing  volume,  free  of 
taxation,  remains  a thorn  in  the  aide  of 
the  Federal  Government,  and  the  Treas- 
ury authorities  lose  no  opportunity  to 
give  expression  to  the  pain  it  causes. 
Such  bonds  have  an  obvious  market  ad- 
vantage 

securities  not  specifically  exempted  by 
contract  or  by  general  legislative  favor, 
and  unless  there  is  some  alteration  in 
their  status  their  availability  will  con- 
tinue to  be  tho  refuge  to  which  rich 
men  may  repair  to  avoid  taxes.  Such 
alteration,  successfully  to  withstand 
legal  attack,  it  is  now  generally  acknowl- 


TJFRK,  too.  the  langungt-  u«e»l  dearly 
authonir-  t'ongre-.  to  tax  only  the 
'xlane.'of  Stale  offiriaU  uklng  offiw 
after  ratification  of  the  amendment.  Ai 
at  present  wonleii.  ihi*  will  utill  leave 
exempt  for  xomc  turn-  a laig.-  bialy  of 
the  jieniiaiient  civil  i-ivice  of  the 
Slati  - And  it  also  K-nw-  m doubt 
whether  or  not  the  cxpieMlon  •‘public 
officials  •■  comprehends  nil  employes  on 
the  official  payroll  down  to  the  rank  of 
common  laliorer. 

With  certain  exceptions  already  re 
fentsi  to.  Congree^  now  has  the  power 
to  tax  Aulnries  of  all  FiHicrnI  einployea. 
It  Is  hani  to  believe  Ihiil  sponsora  of  the 
propaseil  amendment  Intend  to  limit  lU 
jurisdiction  over  Fetleral  snipInyrK  only 
to  Ihoac  •'rleclt'.t  or  appointed  to  office 
after  the  ralifirotlon  of  (his  aitide.''  Yet 
that  is  what  the  words  sny. 

Then  the  i|uestion  nriiM'-  im  to  whether 
op  not  this  ami'mliiient  aims  to  increase 
its  power.  As  nlixwly  shown,  ('ongic’-s  is 
limited  In  iU  taxing  power  with  respect 
to  the  sniurie.i  of  the  I'residrnt  and  Ked 
eral  Judges  in  office  The  ('onstitution 
ns  inteipreted  by  the  United  Slates  So 
piemo  Court  forbids  the  rwlucllon  of 
their  salaries,  even  by  indirection.  Is  It 
the  purpose  of  this  amendment  to  remove 
this  barrier, nml  is  It  plarineil  further  alto 
to  expose  this  income  to  .State  taxation  T 
if  so.  it  would  bo  um|ucstlonnlily  wise  to 
express  in  unmistakable  terms  what  is  In 
effect  a repeal  of  an  eorller  Constitu- 
tional provision, 

tjuostlons  similar  to  those  that  nrls-> 
In  cunneetion  with  Inteieat  on  .State 
bonds  arise  In  conneetlnn  with  Stale  sal- 
orlcs.  To  acquire  the  redprneal  right  to 
tax  Federal  salariM,  must  the  salaries 
rnmenU  ^f  all  State  officials  he  brought  within 
actually  the  purview  of  Ita  Inromo  tax,  or  doc< 
that  right  attach  to  the  State  merel> 
upon  the  loxullun  of  those  that  lake 
office  after  the  ratification  of  this 
article? 

Also,  whatever  tho  test,  if  (his  right  i« 
acknowlrdgwl  liy  the  Federal  Govern- 
ment, linen  It  authorise  the  State  to  tax 
all  Federal  employes  (Including  the 
I’resldent  and  United  .States  Judges)  ap 
poinU'd  or  eloete.l  prior  to  ratification, 
or  may  It  tax  only  new  officials?  Will 
there  be  no  restriction  on  the  Rtnies  ut 
all,  other  than  such  as  may  develop  be- 
cause  of  non-residence  7 

No  amendment  should  be  ennctcil  in  .i 


a proof  of  legielativc  lethargy  that 
amazing,  in  view  of  the  tremendous 
mportance  of  the  problem  and  the  agi- 
tation in  its  favor  in  the  financial  world. 

But  it  was  only  very  recently  that  the 
necessary  initial  step  was  taken.  On 
May  3,  1921,  Representative  Louis  T. 
McFadden  of  Pennsylvania  reintroduced 
into  the  House  a resolution  which  had 
died  with  the  previous  Congrens,  pro- 
posing a twentieth  amendment  to  the 
Constitution.  This  resolution  will  re- 
quire a two-thirds  vote  of  each  house, 
and  the  amendment  will  require  the  rati- 
fication of  three-fourths  of  the  States 
to  become  part  of  the  nation's  organic 
Whether  this  brou^t  interest  law.  Briefly  stated,  it  gives  Congress 
State  and  municipal  securities  within  the  power  to  tex  income  from  Stale  and 
municipal  securities  issued  after  the 
ratification  of  the  amendment.  Salaries 
of  all  public  officials,  Federal  and  State, 
elected  or  appointed  after  such  ratifica- 
tion, will  also  be  put  within  reach  of 
Federal  taxation.  At  this  point  ap- 


the  purview  of  the  Federal  taxing  power 
is  by  many  still  considered  a moot  point. 
Supreme  Court  decisions,  however,  seem 
to  lean  toward  the  view  that  the  sole 
effect  of  the  Sixteenth  Amendment  was 
to  remove  the  requirement  for  apportion- 
ment in  the  case  of  direct  taxes  and  not 


pears  the  condition  that  the  Senate  Pi-  mind. 


and 

(B)  Whether  a State,  having 
earned  this  reciprocal  right,  may  tax 
only  Federal  serurities  iMurd  after 
the  ratification  nr,  after  ratification, 
it  may  tax  all  I'Vdenil  securities. 

If  it  Is  intended  that  any  ■ecuritin 
(State  or  Feileral)  Issued  prior  to  ratifi- 
cation may  be  reached  by  the  Stntexthat 
qualify  under  this  amcmlmimt  (which  Is 
a very  likely  interpretation  of  the  article 
as  now  drafted)  it  certainly  should  be  in- 
dicated more  definitely.  Assuming  that  a 
court  will  regard  the  present  language 
sufficiently  explicit  or  that  changes  will 
make  it  more  explicit,  another  thought 
that  arises  is  that  such  court  may  hold 
that,  as  to  all  issues  oulsUinding  prior 
to  ratification,  a " vested”  protection 
against  taxation,  either  by  the  sov- 
ereignty iMuing  the  securitirn  or  by  other 
sovereignties  under  a reciprocal  arrange- 
ment. bu  set  in.  This  Utter  is  suggested 
The  amendment  also  provides  that 
Congress  shall  have  p/iwer  to  las  '*  the 
only  os  8 possiblltty  that  eccura  to  a lay 
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cm  hr  kept  In  i mntl  con- 
vcnleiil  way  the  ute  ul 
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Effects  of  Proposed  Tariff  Too  Little  Appreciated 


T 


production  is  at  a 
low  ebb  is  a matter 
serious  enough  to 
warrant  much  con- 
sideration, especially 
when  such  tax  is  to 
be  raised  from  im- 
ported raw  materials 
upon  which  the  industries  arc  inde- 
pendent. and  which,  in  many  instances, 
are  not  available  within  our  borders  in 
sufficient  quantities  to  meet  our  require- 
ments, or  where  the  products  produced 
by  us  arc  of  a superior  quality  and  per- 
mit, for  certain  purposes,  the  use  of  in- 
ferior imported  commodities,  without  in- 
terfering with  our  own  production. 

In  connection  with  the  Fordney  Tariff 
hill  there  has  been  a marked  use  of  the 
word  " scientific,”  yet  the  application  of 
this  requisite  is  somewhat  verbose.  Pos- 
sibly we  do  need  a scientific  tariff,  but 
first  we  must  have  an  organization  com- 
posed of  chemists,  engineers  and  econo- 
mists under  the  direction  of  a good  busi- 
ness man,  all  of  whose  interests  shall  be 
devoid  of  political  influences  and  worthy 
constituents,  so  that  they  may  study  ex- 
isting conditions  without  prejudices,  and 
determine  which  industries  need  protec- 
tion and  why. 

Nominally  speaking,  any  tariff  is  a 
source  of  revenue,  but  its  basic  principle 
is  to  create  and  protect  our  industries 
so  that  the  country  will  become  econom- 
ically sound,  due  to  the  production  of  all 
the  possible  commodities  which  are  es- 
sential to  our  national  welfare  and  an 
asset  in  the  event  of  a bellum  crisis. 

Protection  needlessly  given  an  indus- 
try is  serious,  because  it  tends  to  cause 
carelessness,  the  oversight  of  valuable 
by-products,  and  stagnates  the  desire  to 
conduct  research;  let  alone  enabling  pro- 
ducers to  become  a monopoly  and  enjoy 
handsome  revenues  at  the  expense  of  the 
country  at  laige,  and  thoroughly  disre- 
gard the  principle  of  economics  the  ob- 

Uajor of  Ecelneers  Cble/  of  the  Re- 
xearefa  Section.  P.  S.  D.  DlvIsJon,  General 


By  Charles  V.  Bacon 


IMPORTS  OF  OILS 
Which  Will  Bear  Additional  Tax  Under 
Fordney  Tariff 


Fou  nds 

1916 

1917 

1918 

1919 

1920 

Cod  and  Cod  Li^er 

13,118,223 

10,718,423 

16,089,142 

8,206,792 

14,676,176 

Herring  Oil 

1,630,716 

3,113,713 

8,606.158 

1,176,862 

3,814,236 

Castor  OO 

1,898,128 

2,427,773 

8,812,800 

3,616,620 

2,036,686 

Cottonseed  Oil 

17,616.391 

12,961,339 

14,378,013 

20,964.012 

24,164, 82P 

Linseed  Oil 

462,842 

831.068 

384,633 

7,181,798 

34,266.060 

Olive  Oil 

61,934,646 

67,803,206 

20,219,036 

30,538,246 

49,804.608 

Peanut  Oil 

10.995,323 

22,638,610 

62,099.463 

86,462,113 

166,192,448 

Rapcsccd  Oil 

19,010,093 

8,276,433 

20,636,063 

1,668,630 

9,201,446 

Soya  Bean  Oil 

98,171,276 

162,734,010 

336,999,646 

244,104.806 

196.108,919 

SealOU 

3,826,466 

3,789.928 

1,074,466 

4,076,663 

209,632 

• b'ish  Oib 

6,400,248 

17,100,097 

11,493,840 

9,674,306 

4,106,687 

Cocoanut  Oil 

66,674,349 

79,369,009 

269,004,748 

347,200,288 

269,226,961 

No  separate  records  available,  indudes  Sod  Oil. 


Exports  of  Some  Edible  Oil  Products 


Pounds  of 

1916 

1917 

1918 

1919 

1920 

Cottonseed  Oil 
Vegetable  Stearine 
Oleomargarine 
Lard  Compunds 
Lard 

Neutral  Lard 

266,^,960 

6.426,221 

62,343.311 

427,011,338 

34,426.690 

158,911,767 

1,321,773 

6,661,267 

56,369,393 

444,769.640 

17,676,240 

100,779,981 

:,226.I27 

6,309,896 

31,278,382 

392,506,365 

4,268,629 

178.709.033 

762,467 

18,670,400 

128.157,327 

724.771,383 

17,396,888 

169,400,618 

6.138,225 

20,962.180 

44,195,842 

687,224,649 

23,202,027 

servance  of  which  has  enabled  Europe  to 
build  her  vast  indostrial  institutions. 

The  schedules  in  the  proposed  Fordney 
Tariff  bill  having  to  do  with  fats,  oils 
and  oleaginous  materials  are  of  a serious 
character,  and  it  is  evident  that  this  par- 
ticular phase  of  the  bill  has  not  received 


Consumption  of  Imported  Oils  by  the 
Vegetable  Lard  Industry 

Pounds  of 

1912 

1914 

1916 

1917 

1918 

Cocoanut  OB 
Peanut  OQ 
Soya  Bean  OD 

Total 

2,14?oSo 

1,685,000 

17,8CT,oSo 

14,247,000 

6,646,000 

12.209.000 

34.361.000 

13.408.000 

27.912.000 

56.617.000 

L687.000 

3,729,000 

32,116,000 

62.105.000 

97,837,000 

As  Compared  With  Domestic  Vegetable  Oils 

Pounds  of 

1912 

1914 

1916 

1917 

1918 

Cottonseed  OD 
Com  OD 
Stearine 
Miscdlaneous 

Total 

866,696,000 

180,00( 

6.418,000 

1.063,142.000 

611,00( 

6,464,000 

919,447,000 

13.105.000 
4.007,000 

13.421.000 

1.069,214.000 

4,166.000 

17.140.000 

12.742.000 

1,015,051.000 

2,288,000 

14,904,000 

6,350,000 

873,294,000 

1,059,217,000 

949,990,000 

1,103,262.000 

1,038,693,000 

proper  consideration,  or,  in  framing  it, 
the  committee  was  unaware  of  the  vast 
number  of  uses  and  commodities  that 
wiU  be  affected  by  a tax  upon  these 
products,  as  well  as  the  serious  interfer- 
ence with  our  ability  to  continue  export- 
ing. 

By  referring  to  the  chart  it  will  read- 


ily be  seen  that  soap  is  one  commodity 
which  is  affected  by  a tax  on  practically 
ull  of  the  imported  vegetable  oita  Our 
.voup  industry  is  very  large.  There  arc 
about  370  factories  in  the  United  States. 
In  1917  this  industry  consumed  1,387,- 

606.000  pounds  of  fata  and  oilh,  of  which 
more  than  364,000,000  pounds  were  im- 
ported, and  in  1018  the  consumption  wa.H 

1.389.667.000  pounds, of  which  391,700,000 
pounds,  or  more  than  36  per  cent,  were 
imported  fata  and  oils.  The  cocoonut  oil 
used  by  this  industry  alone  woa  almost 
as  much  as  our  domestic  production. 

Soap,  in  addition  to  being  an  essential 
product  in  the  home,  is  also  widely  u.scd 
in  the  textile,  silk  and  many  other  indus- 
tries. Glycerine,  a by-product  in  the 
manufacture  of  soap,  is  employed  in  the 
production  of  explosives,  chocolate,  cos- 
metics, leather  goods,  copying  inks,  med- 
ical preparations,  Ac. 

Any  tax  placed  upon  the  raw  oils  used 
to  manufacture  soap  will  be'  at  the  ex- 
pense of  the  entire  population,  because, 
conservatively,  it  is  safe  to  say  that  26 
per  cent  of  our  aoap-making  materials 
are  of  foreign  origin. 

The  exports  of  soap  have  shown  a 
eon.stant  increase,  the  value  of  which  in 
1913  amounted  to  more  than  $2,600,000, 
and  in  1920  almost  $23,000,000,  a tenfold 
gain  in  seven  years,  and  during  and  since 
the  war  wc  made  our  first  quantity  ex- 
ports of  glycerine. 

An  increased  tariff  of  2 cents  a pound 
on  the  principal  raw  materials  of  the 
soap  industry  will  raise  the  cost  of  soap 
to  the  consumer  and  eliminate  our  ability 
to  export,  cause  a heavy  curtailment  in 
the  industry  and  the  loss  of  foreign  busi- 
ness.now  enjoyed  by  American  manufac- 
turers, which  has  only  been  developed 
after  much  very  hard  and  consistent  ef- 
fort. 

The  major  portion  of  the  fata  and  oils 
imported,  especially  those  of  Orientaf 
origin,  are  invariably  in  a crude  or  un- 
refined state,  and,  after  arriving  in  this 
country,  arc  refined,  bleached  or  deodor- 
ised, thereby  creating  an  industry  giving 
employment  to  our  labor,  permitting  us 
to  export  these  refined  commodities, 
blended  with  our  domestic  oils. 

Cottonseed  oil  for  some  time  after  its 


Consumption  of  Foreign  Oils  by  the 
Oleomargarine  Industry 

Pounds  of 

1912 

1914 

1916 

1917 

1918 

1919 

Cocoanut  Oil 
Peanut  Oil 
Soya  Bean  OQ 

293.000 
2,463,000 

708.000 

112,000 

3,137.000 

486,000 

663,000 

6.336.000 

2.123.000 

19.763.000 

10.498.000 
6,614,000 

61.773.000 

21.693.000 
6,921,000 

100,000,000 

30,000,000 

8,000,000 

Total 

2.464.000 

3,736,000 

8,021,000 

86,876,000 

89,287,000 

138,000,000 

As  Compared 

With 

Pounds  of 

1912 

1914 

1916 

1917 

1918 

1919 

* Other  oils  and 
fats  used 

63,632,000 

91,172,000 

147,296,000 

213,091,000 

194,713,000 

233,000,000 

* This  item  includes  all  otho-  fatty  ingredients,  such  as  milk,  animat  stearine,  Ac. 

Oils,  Uses  and  Commodities  Affected  by  Increased  Tariff  Bill 
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THE  ANNALIST 


D 

omestic  Production  of  Oils 

Pounds  of 

1916 

1917 

1918 

1919 

Cod  and 
Cod  Liver  Oil 
Herring  Oil 
Menhaden  Oil 
Whale.  Oil 
Castor  Oil 
Cottonseed  Oil 
Linseed  OU 
Olive  Oil 
Peanut  OH 
Rape  SeH  Oil 
Sojv  Bean  Oil 
Cocoanut  Oil 

367  000 

1.476.000 

20.698.000 

1.691.000 

22.766.000 
M92.430.000 

631.686.000 

1.462.000 

28.634.000 
223,000 

9.920.000 

104.727.000 

439.000 

1.637.000 

18.640.000 

1.193.000 

22.902.000 
1,343.849,000 

482.199.000 

963.000 

60.499.000 

232.000 

420.074.000 

188.488.000 

712.000 

774.000 

12.370.000 

431.000 

14.184.000 
1,283,823,000 

376A62.000 

618.000 

96.934.000 
139,000 

79.861.000 
341.23&.000 

968,339 

lA8t,230 

12,827,641 

8.712308 

24,637303 

1-380,0023^ 

462,927,798 

438,694 

87.606344 

1336.748 

216,642,167 

1,470312 

2352,840 

27,673,401 

23,061,811 

24,187,066 

1,141389.742 

486371.617 

643,116 

13,086362 

408,840 

181318.408 

Consumption  of  Foreign  Oils  bg  the  Soap  Industru 

Pounda  of 

1912 

1914 

1916 

1917 

Chineae  Vegetable  Tallow 
Cocoanut  Oil 
Olive  Oil 
Palm  Ofl 
Palm  Kernel  Oil 
Peanut  Oil 
Rapeseed  Oil 
Soya  Bean  Oil 
Total 

2.013.000 
78,816,001 

690,000 

7.546.000 
20,679,000 
- 31,000 

6.632.000 

1.182.000 
117389,000 

iiiiiiii  I 
8 

5373.000 
111,084,000 

1.184.000 

14.938.000 

5.894.000 

1.181.000 
7324,000 

57373.000 
204,061,000 

6.417.000 
168,602,000 

1.731.000 

27345.000 

4.762.000 

16.126.000 

6.972.000 

124.068.000 

354.013.000 

16,000,000 

230,000,000 

600,000 

13.000. 000 
2,000.000 

10.000. 000 
100,000 

120300.000 

391.700.000 

As  Compared  With 

1912 

1914 

1916 

1917 

All  other  oila — tallow,  grease 
&C. 

667,767,000 

743,486,000 

926,761.000 

983.492,000 

988,167.000 

m ^ the  American  Soya  Bean  Oil  Induitiy"— Prepared  by  the  U S 

Tanif  Commianon-December  20,  1920.-  ^ ' 

early  production  in  this  country  was 
used  almost  entirely  for  soap,  but  in  re> 
cent  yeai-s,  due  to  improved  methods  of 
refining,  only  a small  portion  of  the  do- 
mestic production  reaches  the  soap  ket- 
tle; it  is  practically  all  made  into  edible 
oils  or  converted  into  a compound  lard 
or  oleo,  vast  quantities  of  which  are  ez- 
purto<l  and  bring  better  prices  than  is 
used  for  soap  along  with  inedible  oils. 
P'orcign  oils  permit  this  condition  by  re- 
placing cottonseed  oil  as  a soap-making 
material. 

In  the  manufacture  of  oleomargarine, 
sometimes  called  margarine  or  nut  but- 
ter, the  principal  oils  used  are  cocoanut, 
cottonseed,  peanut  and  a limited  amount 
of  soya  bean  oil.  All  these  oils  are 
highly  refined  or  processed.  Both  cocoa- 
nut  and  peanut  oils  are  essential  to  the 
manufacture  of  margarine,  as  they  pos- 
sess certain  physical  qualities  not  pres- 
ent in  any  of  the  oils  produced  in  this 
country.  With  the  declining  production 
of  animal  fats  (butter),  margarine  has 
become  a real  necessity,  and,  to  on  ap- 
preciable extent,  maintains  the  price  of 
butter,  .«o  that  it  is  available  to  the 
masses,  while  in  the  homes  of  many  of 
the  poor  margarine  serves  o.s  a spread 
for  bread,  and  is  as  wholesome  and  di- 
gestible as  butter,  invariably  having  bet- 
ter keeping  qualities.  In  1919  the  oleo- 
margarine industry  consumed  about  371,- 
009,000  pounds  of  fata  and  oils,  138,000,- 
000  of  which,  or  more  than  one-third, 
were  of  foreign  origin. 

It  is  self-evident  that  the  oleomorga- 
-rine  industry  is  dependent  on  foreign 
oib<  to  the  extent  of  about  30  per  cent, 
of  its  raw  materials,  and  it  is  fair  to 
assume  that  if  these  foreign  oils  are  to 
carry  a tax  of  2 cents  per  pound  it  will 
seriously  affect  our  ability  to  continue 
exporting,  which  in  1920  exceeded  in 
value  86,000,000. 

As  previously  stated,  all  the  foreign 
oils  used  have  to  be  refined,  which  causes 
shrinkage  of  from  3 to  12  per  cent,  mak- 
ing the  finished  oil  for  manufacturing 
carry  a higher  tax  than  is  indicated. 


There  is  also  an  excise  tax  imposed  upon 
all  margarine  produced,  from  which  the 
Government  derives  a great  income. 

V^etable  or  compound  lard  is  com- 
posed essentially  of  cottonseed  oil,  steat^ 
inc  and  about  10  per  cent  of  imported 
vegetable  oils.  It  is  this  channel  that 
carries  cottonseed  oil,  a product  of  our 
own  soil,  into  pracUcally  every  American 
home,  and  still  permits  us  to  export 
about  19,000,000  worth  of  this  roateriaL 
It  has  replaced  lat^  very  extensively  in 


the  American  homes,  leaving  os  free  to 
export  to  foreign  countries  our  lard 
products,  which  in  1920  amounted  to 
610^26,676  pounds,  valued  at  8176,439,- 
630. 

There  is  a very  dose  relation,  econom- 
ically, between  ^ packing  and  the  cot- 
tonseed oil  industries,  the  oil  cake  ob- 
tained from  the  pressing  of  the  seed 
making  an  excellent  hog  food,  and  the 
fat  obtained  from  the  bogs,  which  is 
lard,  being  exported.  The  cettMiseed  oil. 


in  the  form  of  vegetable  lard,  replace  it 
very  saUsfactorily  in  this  country,  so 
why  disturb  such  a well-synchronixed 
condition?  High  tariff  alone  will  do  it 
by  diverting  from  the  Orient  to  Europe 
fate  and  oils  to  replace  our  lard  exporU. 

The  leather  industry  has.  sinee  the  de- 
pression in  business,  suffered  materially, 
due  to  the  very  sharp  decline  In  hides, 
and  it  is  now  proposed  to  tax  the  oils 
used  in  tanning  iZM  cents  a gallon. 
These  indode  all  flih  oils,  and  especially 
cod  oil,  which  is  used  solely  for  tanning 
purposes,  our  production  amounting  to 
about  10  per  cent  of  what  is  imported. 

Practically  all  oils  used  in  the  manu- 
facture of  paints,  varnishes,  japans,  en- 
amels, driers,  linoleums,  oildoth  and 
printing  ink  are  to  bear  an  increase  in 
tax  which  ranga  from  6 to  21  cents  a 
gallon,  and  which  will  be  reflected  in  the 
cost  of  the  artide  to  the  consumer. 

In  the  production  of  artificial  leather 
and  cdluloid  articles,  castor  oil  is  a nec- 
essary ingredient  Experience  hasahown 
that  the  imported  .castor  oil  is  not  suited 
for  this  work,  yet  it  is  proposed  to  tax 
such  castor  oil,  which  will  have  the  in- 
fluence of  raising  the  cost  of  domatic 
ruppUes. 

The  imported  or  foreign  oils  are  necea- 
sary  to  maintain  our  industries  on  a 
sound  basis,  many  of  which  depend  upon 
these  oils  or  products  derived  from  them, 
and  if  the  Fordney  Tariff  bill  is  p— pH 
the  scope  and  its  effect  will  be  widely 
manifested. 

It  is  not  likely  that  the  foreign  nations 
will  sit  quietly  and  approve  a high  tar- 
iff. Since  the  Emergency  Tariff  bill 
was  passed  Italy  retaliated  by  doubling 
the  duty  on  American  cotton  oil,  while 
cable  advices  indicate  that  Prance  has 
followed  suit  by  tripling  the  doty  on 
American  cottonseed  oil  The  Orient  is 
alive  to  the  situation,  and  is  already  of- 
fering its  products  to  Enrope.  It  is  quite 
evident  that  for  every  barrel  of  oil  which 
is  not  permitted  to  enter  this  country,  a 
like  amount  of  our  foreign  refined  oil 
trade  mil  be  lost 


The  Near  Future  of  Building  Activity 


By  Allen  E.  Seeds 


NDERLYING  all 
other  reasons  for 
the  retardation  of 
building  construc- 
tion of  almost 
every  type  save 
that  of  habitation 
erection  is  the  un- 
certainty among 
their  potential  pro- 
jectors about  the  fixity  of  demand. 
Large  commercial  building  investors 
cannot  spur  themselves  to  investing 
millions  in  providing  commercial  or  in- 
dustrial space  for  rent  or  sale  in  antici- 
pation of  demand.  In  other  days  this 
type  of  investor  required  definite  de- 
mand to  spur  him  to  action.  That  ac- 
counts for  the  present  rush  in  the  habita- 
tion building  field.  But  today  brings 
other  incentives.  The  commercial  build- 
ing projector  has  to  look  far  into  the 
future  as  well  as  toward  the  rudinnents 
of  existing  demand,  and  in  a haze  of 
perplexity  he  decides  to  do  opthing  but 
wait. 

This  waiting  process  is  likely  to  cost 
American  business  men  dearly. 

When  this  country  again  resumes  its 
relationship  to  world  trade  it  must  meet 
foreign  competition  on  a price  basis,  plus 
service.  Its  chief  hope  to  meet  this  trade 
rivalry  is  to  be  in  a position  to  sell  a 
better-made  product,  plus  guaranteed  de- 
livery, often  quicker  than  foreign  fac- 
tories can  and  yet  meet  the  selling  price 
of  other  lands. 

Quantity,  as  well  as  quality  produc- 
tion, is  therefore  going  to  be  the  prin- 
cipal basis  upon  which  American  in- 
Oustiy  and  commerce  can  re-enter  world 
trade.  Quantity  production  means  larger 
factory  capacities,  a vaster  concentration 
of  distributing  facilities  at  shipping  cen- 
tres, which  in  the  final  analysis  means 
niore  demand  for  office  space,  store 


houses,  railroad  terminals,  loft  buildings, 
hotels,  apartments  for  office  executives 
and  tenements  for  office  help. 

The  demand  is  already  being  partially 
met  for  the  housing  of  office  help,  ware- 
house workers,  and  artisans  in  general. 
An  idea  of  what  this  start  means  is  ob- 
tained by  noting  that  of  the  country’s 
33,169  building  projects  scheduled  for 
starting  in  the  period  from  Jan-  1 to 
May  1 this  year,  17,856  were  residential 
propositions  as  against  only  4,707  busi- 
ness structures  and  1,895  industrial. 

Viewing  the  foregoing  with  reference 
to  the  character  of  building  that  will 
dominate  the  immediate  future  of  the 
construction  Industry,  it  is  evident  that 
an  overbalanced  condition  is  developing 
in  the  country  as  a whole,  with  refer- 
ence to  the  character  of  structure  call- 
ing for  basic  building  materials.  It  is 
not  to  be  presumed,  tiierefore,  that  this 
trend  may  safely  continue. 

It  certainly  cannot  be  a long  time 
before,  there  is  a turn  in  this  rate  of 
construction.  In  large  communities  like 
New  York,  Chicago,  Los  Angeles  or  San 
Francisco,  Philadelphia,  Boston,  and 
even  Denver,  unemployment,  the  lower- 
ing in  the  earning  pow.er  of  the 
individual . householder,  characteristic 
of  all  parts  of  the  country,  has  al- 
ready chilled  the  enthusiasm  of  the 
speculative  home  builder  as  a type  be- 
cause he  cannot  feel  assured  that  the 
time  will  quickly  come  again  when  the 
tenant  will  be  able  to  pay  the  price  per 
room  that  present-day  Construction  coats 
require  if  the  present  profit  rate  of  the 
projector  is  also  to  be  met  Unless  he 
can  see  a profit  of  between  10  and  16 
per  cent  he  does  not  feel  so  enthusias- 


tic about  housing  the  home-cramped 
populace. 

That  seems  to  be  the  growing  atti- 
tude of  many  speculative  home  builders 
throughout  the  country.  The  outcome 
will  probably  be  that  those  who  are  now. 
specializing  in  home  construction  enter- 
prises will  turn  to  commercial  building, 
and  they  are,  it  may  be  afliH,  merely 
peeking  at  the  housing  construction  pro- 
gram, pending  the  arrival  of  the  time 
when  commercial  building  speculators 
again  come  into  the  market. 

When  that  time  comoa  the  individual 
home  builder  will  find  his  building  costs 
going  up  again.  • 

The  reason  for-  the  up-tum  will  be 
found,  in  all  liklihood,  in  a condition  of 
under-snpply  of  basic  building  materials, 
overcompetition  for  desirable  skilled 
laboi  and  scarcity  of  unsIdUed  building 
labor.  These  factors  in  construction 
cost  will  overtop  any  possible  difference 
that  possible  reduction  in  frei^t  rates 
may  bring  about. 

Thera  is  still  another  reason  why 
building  costs  to  the  small  consumer  of 
construction  commodities  will  advance. 
Recent  readjustments  in  building  con- 
struction practices,  forced  by  investiga- 
tions which  have  routed  out  rather  ef- 
fectively some  of  the  surcharges  that 
the  building  investor  has  be^  called 
upon  to  carry,  through  pools  and  com- 
binations and  collusions,  have  brought 
about  a condition  of  the  survival  of  the 
fittest  in  building  construction  organi- 
sations among  contractors  and  sup- 
ply agendas.  In  consequence  there 
has  followed  a state  of  wild  price 
cutting,  characteristic  of  all  de- 


partments from  steel  down  to  the  anfall-. 
est  item  entering  into  building  con- 
struction, and  the  result  has  been  that 
many  of  the  smaller  and  weaker  com- 
panies have  been  loading  up  on  profitleaa 
business  for  the  sake  of  keeping  totter- 
ing organizations  together,  while  the 
larger  firms  with  more  resources  for 
carrying  themsdves  have  been  content 
to  revise  to  take  orders  below  a given 
margin  of  profit  They  have  been  sit- 
ting back  comfortably  awaiting  the  time 
when  demand  will  be  sufficient  to  permit 
them  to  enter  the  market  on  a Intimate 
budneBS  basis.  These  firms  will  be 
those  who  will  be  able  to  render  service 
in  construction  when  construction  starts, 
while  the  smaller  firms  will  be  strug- 
gling  with  unprofitable  contracts  and 
will  not  have  the  shop  or  mill  eapadty 
to  take  the  new  business  as  it  is  offered. 

The  building  constraetion  tide  is  bound 
to  tom  whether  prices  are  up  or  down, 
or  whether  labor  costs  are  high  or  low. 
That  turn  will  come  with  demand.  The 
resumption  of  foreign  trads,  rebuying 
by  mercantile  stores  and  the  continua- 
tion of  railroad  purchases  will  imme- 
diately reverse  the  slackened  tendency 
of  the  construction  market. 

Price  cutting  *as  a building  construc- 
tion stimulant  has  been  disappointing  in 
results.  Labor  wage  reductions  have  not 
brou^t  any  noticable  impetus  in  build- 
ing construction  activity.  The  change, 
when  it  comes,  will  develop  from  other 
directions.  It  will  be  a posh  of  demand 
from  within  outward  of  a 

cess  of  paring  the  crust  of  building  hesi- 
tation until  the  limpid  force  from  within 
raptures  the  economic  surface  sufficient 
to  here  and  there  produce  a tepid  geyser 
or  two.  The  former  process  will  produce 
a strong,  dominant,  generally  prosperous 
building  construction  era;  the  latter  pr^ 
cess  has  produced  only  spotty  markets. 
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World  Trade  Languishing  Under  Opposing  Policies 


HERE  has  been  a no- 
table revival  in  dis- 
cussion during  the 
last  few  weeks  of 
plans  and  proposals 
for  special  interna- 
tional credit  instru- 
mentalities to  meet 
abnormal  trade  con- 
ditions resulting 
from  the  war.  ShorUy  after  the  armi- 
stice there  were  many  projects  and  con- 
ferences for  the  purpose  of  considering 
the  world-wide  credit  and  currency  prob- 
lem. particularly  in  respect  to  Americas 
foreign  trade,  but  with  the  failure  of 
many  of  the  projects  to  win  support  and 
with  the  preoccupation  of  business  with 
America’s  own  financial  crisis,  there 
seemed  to  come  an  almost  complete  ces- 
sation of  effort  to  work  out  any  special 
line  of  action.  Thi.s  has  been  particularly 
noteworthy  during  the  early  months  of 
this  year,  but  in  the  last  month  this  np' 
parent  inattention  to  international  finan- 
cial problems  has  been  succeeded  by  a 
number  of  definite  proposals. 

One  of  the  most  sweeping  suggestions 
to  be  brought  before  the  country  was 
that  briefly  described  by  Controller  of 
the  Currency  Crissinger  in  a recent  ad- 
dress, in  whicli  he  sketched  an  interna- 
tional banking  plan  modeled  somewhat 
after  a proposal  of  Dr.  Vissering,  Pres- 
ident of  the  Bank  of  the  Netherlands, 
whose  scheme  calls  for  the  setting  up  of 
a barter  institution  to  clear  trade  be- 
tween nations.  Under  this  plan  one  coun- 
trj'  would  prepare  a list  of  goods  it 
wished  to  buy,  and  another  would  state 


By  John  Oakwood 


000,000  in  gold  as  tho  first  instalment  to 
serve  as  a bn.«ic  contribution.  He  thought 
the  remainder  of  the  subscription  of  the 
United  States  to  tho  capital  could  be 
made  in  tho  form  of  bonds  of  foi-eign  na- 
tions held  by  America.  A leading  fcutm-c 
of  this  plan  seems  to  be  that  the  excess 
holdings  of  gold  now  in  the  hands  of  tlie 
United  States  could  be  made  to  serve 
os  a basis  of  international  credit  and 
currfticy.  The  proposal  provided  that 
the  issuance  of  currency,  to  be  known 
O.S  tlie  international  dollar,  would  be  reg- 
ulated by  tlio  Bank  of  the  Nations  in 
much  the  same  way  as  the  Federal  Re- 
serve Bank  controls  the  amount  of  its 
notes  in  various  districts,  expanding  and 
contracting  their  volume  in  keeping  with 
the  r«iuirements  of  business. 


ed.  The  participating  Govovmncnt  would 
then  be  authorized  to  issue  bonds  against 
the  approved  security  up  to  the  gold 
value  determined  by  the  commission,  and 
these  bonds  would  be  loaned  by  the  is- 
suing Government  to  the  importer,  who 
would  thus  be  enabled  to  pledge  collat- 
eral that  would  insure  a means  of  pay- 
ment to  the  exporter  at  the  maturity  of 
the  loan. 

The  terms  of  die  specific  commercial 
operations  themselves  conducted  under 
this  plan  would  be  independent  of  the 
ter  Mculcn  scheme.  In  other  words,  com- 
merce would  proceed  in  its  ordinary 
channels,  but  underlying  it  would  be  ter 
Meulen  security  as  an  ultimate  resource 
to  be  availed  of  in  case  of  need.  After 
the  consummation  of  any  specific  com- 
mercial transaction  the  bonds  supporting 
would  be  released  to  serve  a similar 


relation  to  the  foreign  commerce  and 
finance  situation  there  is,  on  the  other 
hand,  the  Fordney  Tariff  bill,  whose  ef- 
fect, from  the  economic  point  of  view, 
would  be  seriously  to  hamper,  if  not  to 
make  utterly  impossiblo,  any  solution  of 
tho  situation,  according  to  the  opinion  of 
a great  ninny  ccoiiomisls  and  finuncieis. 
It  is  generally  agreed  that  the  chief  way 
in  which  Europe  con  meet  her  debts  or 
continue  her  trade  in  this  country  is 
by  selling  merchandise  to  us.  Prohibi- 
tive tariff  conditions,  of  course,  would 
prevent  this,  while  even  tariff  schedules 
which  might  bo  considered  in  normal 
times  moderate  advances  would  have  an 
entirely  different  aspect  under  condi- 
tions existing  today. 

UNDER  conditions  that  existed  before 
the  war  our  tariff  policy  was  pretty 
much  our  own  concern,  to  be  determined 
from  the  point  of  view  of  commercial 
expediency  or  domestic  politics.  Under 
conditions  now  existing,  however. 


such  as  the  foregoing  involving 
suance  of  currency,  whether  fictive  or 
real,  as  being  merely  measures  serving 
to  add  to  currency  and  credit  inflation, 
re.sulting  in  the  long  run  in  weak,  under- 
productive countries  getting  goods  and 
strong  and  productive  countries  being 
left  with  a mass  of  progressively  depre- 
ciating currency  or  credits  on  their  hands 
in  exchange  for  their  goods.  They  hold 
that  the  refinements  of  the  present  proj- 
ects would  not  afford  protection  against 
such  an  outcome. 

On  the  other  hahd,  considerable  favor- 
able attention  has  recently  been  directed 
ttrgood,  it  iouU  be  able  to  supply.  On  in  this  country  to  tho  plan  pre^s^  at 

rogistraHon  of  thes.  lists  the  value  of  tte  Brusels 

the  goods  srould  be  fised  in  ternis  of  a Dr.  tor  Meulen  Th.a  plm  "'1™ 

new^eold  value  unit  of  account.  Upon  approved  by  the  International  Chanjber 

deUvery  of  the  goods  listed  they  would  of  Commerce  in  London,  and  w^,m- 

be  cleared  for  the  value  thus  determined,  rented  to  by  the  American  delegates  in 

The  aim  would  be  to  reduce  the  goods  of  preference  to  plans  of  their  own.  The 

all  countries  to  a common  world  i 


TN  eeneral,  economists  criUdsc  plans  it  would  be  released  to  serve  a snniiar  conditions  now  existing,  however,  our 

-I  such  as  the  foregoing  involving  is-  purpose  for  other  transactions.  The  cf-  tariff  policy  becomes  an  mheronl  part  of 


account  in  order  to  free  the  processes  of 
trade  from  the  present  confusion  ex- 
isting in  the  exchange  values  of  the  vari- 
ous national  currencies  in  which  mer- 
chandise is  now  sold.  Mr.  Crissinger  in 
endorsing  the  basic  idea  involved  in  this 


scheme  has  been  endorsed  in  this  coun- 
try as  representing  a different  attack 
on  the  problem  than  any  of  the  proposals 
heretofore  put  forward,  particularly  in 
that  such  measures  as  the  Edge  act  and 
other  export  credit  schemes  are  in  cs- 
merely  measures  for  shifting  ■ 


plan  stated  his  belief  that  the  creation  port  credits  within  the  cxjKirtmg  coimtry 
of  a fixed  unit  of  international  settle-  from  a short-time  credit  basis  to  a long- 
ment  would  produce  beneficial  results,  time  or  investment  basis,  but  make  no 
and  that  “ by  a united  effort  the  bank-  arrangements  for  definitely  assisting  ii 
ing  interests  in  the  stronger  countries  porters  in  ne^y  countries 


t their 


feet  of  the  bonds  would  be  merely  to 
shal  the  assets  of  impoverished  nations 
in  such  form  os  to  support  their  credit 
ill  the  world  markets  in  connection  with 
essential  trade.  The  plan  would  not  aim 
to  expand  credit,  but  rather  to  rein- 
force it. 

These  various  plans  are  the  more  im- 
portant of  the  comprehensive  .schemes 
for  solving  the  world’s  international  fi- 
nancial and  commercial  difficulties 
which  are  now  before  the  attention  of 
this  country.  Sentiment  in  favor  of  the 
ter  Meulen  plan  seems  to  be  gaining 
greater  headway  than  in  the  case  of  the 
others. 

The  opinion  prevails  among  bankers, 
however,  that  no  one  single  scheme 
can  solve  the  problem  of  international 
trade.  It  is  felt  that  a multiplicity  of 
ways  and  instrumentalities  making  it 
possible  to  treat  the  situation  flexibly 
and  detail  by  detail  is  the  only  sound 
procedure.  They  look  upon  any  idea  that 
it  can  be  solved  at  a stroke  or  reduced  to 
a single  comprehensive  formula  as  be- 
longing to  the  realm  of  fanciful  theoriz- 
ing. Thus  the  ter  Meulen  scheme  is 
looked  upon  merely  as  another  valuable 
way  to  meet  the  situation,  but  not  os  an 
all-embracing  solution  superseding  estab- 
lished trade  practices  and  institutions. 


world  welfare.  U is  argued  that  every 
point  added  to  our  tariff  schedule  re- 
duces in  equal  proportion  the  debt-pay- 
ing power  of  goods  sent  to  the  United 
States  by  debtor  countries.  Hence  goods 
entering  into  the  United  States  for  the 
payment  of  debts  will  bo  reduced  in  ef- 
fective value  in  this  country  by  the 
amount  of  the  customs  duties  they  must 
bear  under  the  tariff.  It  has  been  esti- 
mated Uiat  the  new  tariff  schedules  and 
the  new  method  of  American  valuation 
provided  in  the  law  combined  would  mean 
an  increased  impost  of  at-least  60  per 
cent  on  the  value  of  imported  products. 
It  is  argued  that  the  inevitable  result 
of  this  is  that  Europe,  in  order  to  meet 
her  existing  debts  in  this  country,  in  the 
long  run  would  have  to  send  us  60  per 
cent,  more  goods  than  she  would  under 
the  present  tariff;  in  other  words,  un- 
der conditions  prevailing  when  the  debts 
were  incurred. 

The  new  tariff  provisions  wore  devised 
ostensibly  to  prevent  dumping;  accord- 
ing to  its  opponents  they  will  sei-ve  mere- 
ly to  prevent  Europe  paying  her  debU 
in  this  country  if  the  foregoing  analysis 
is  correct. 

Thus,  although  there  are  constructive 
movements  afoot  for  solving  the  inter- 
nationtU  and  financial  commercial  tangle, 
there  arc  fdso  factors  in  the  situation 


mg  imereau,  lu  me  svivM^e.  - . - . , t.  Iisnea  iraue  urufu«a  lunumnv...,.  ...... ...  ... 

would  be  capable  of  estabUshing  such  a delto  at  matjnty.  Aside  from  specially  organized  credits  serving  to  render  the  wlu^on  impoM^ble, 


of  this  character  a great  part  of  tho 
problem  can  be  handled  by  the  ordinary 
processes  of  international  banking  and 
finance. 

Meanwhile,  as  to  actual  operations  in 

, conra™...B  ....  ...  •'I'iition  <»  <oreg”i”8  “ u"™'- 

which  the  debtors  would  ultimately  i««i  proposals,  ransiderable  uct.tuty  bos 


pool  of  gold  and  ot  superior  credit,  rep-  embody  this  I priuc.ple  have  similarly 
resenting  the  live  and  moving  processes  failed  of  sutftess  in  Europe.  In  oteer 
of  commerce,  as  would  insure  the  main-  words,  these  tanous  schemes  took  into 
tenance  of  such  a unit  of  settlement  and  considerationlpnmanly  the  immediate 
exchange.”  interests  of  the  exporters  and  the  mam- 

He  was  careful  to  point  out  that  he  tenance  of  their  foreign  markets  with- 
did  not  propose  the  further  inflation  out  concerning  themselves  with  the  way 
of  the  world’s  money  by  adding  inter-  in  which  the  debtors  would  ultimately 
national  currency  to  it,  but  that  the  plan  discharge  their  obligations.  The  lack  of 
involved  merely  a fictive  unit  of  settle-  such  a forward-looking  element  m these 
ment;  in  other  words,  a bookkeeping  plans  has  been  in  the  last  analysis  one 
yardstick  for  setting  off  the  value  of  of  the  fundamental  reasons  militating 
goods  flowing  one  way  against  the  value  against  the  practicability  of  movements 
of  goods  flowing  the  other.  It  would  not  to  finance  foreign  trade  by  selling  for- 
be  a circulating  medium,  but  would  be  eign  long-time  debts  in  the  investment 
transferred  by  entries  on  the  books  of  market  of  the  United  States  except 
the  bank  of  settlement.  Mr.  Crissinger  through  Government  mediums, 
believes  that  such  a plan  would  obviate  An  essential  feature  of  the  ter  Meulen 
the  necessity  for  a physical  transfer  of  scheme,  however,  is  that  it  not  only  fa- 
gold,  which  would  be  left  free  to  restore  cilitates  the  financing  of  trade,  but  also 
the  domestic  currency  systems  of  the  provides  means  for  the  liquidation  or 
nations  to  the  metallic  standard.  guaranteeing  the  liquidation  of  result- 

Another  plan  which  attracted  consid-  ing  obligations,  and  it  further  insures  ” ’ ann  finn  onn  hnlea  of 

arable  attention  waa  that  ot  Senator  that  eredila  provided  shall  be  uaed  tor 
Hitehcock,  who  proposed  that  the  United  essential  purposes.  Moreover,  it  avoids 


least  progressively  r 


Peru’s  Foreign  Trade 


The  total  foreign  trade  of  Peru  for 
the  year  1919  amounted  to  39,103.262 
been  manilestea  ny  me  war  .......  „oe„rdinB  to  an  ottieial 

Lnouneement  ot  the  Cnstoms  Service. 


*5,000,000  to  the  Staple  Cotton  Co-op- 
erative Association  to  finance  100,000 
bales  of  cotton  to  be  held  in  warehouses 
for  export  This  was  a distinct  widen- 
ing of  the  scope  of  the  operations  of 
the  corporation,  which  heretofore  made 
advances  to  exporters  only  in  connection 
with  cotton  actually  exported.  It  was 
provided  in  this  *5,000,000  credit  that  United  States 
sufficient  cotton  should  be  exported  with-  United  Kingdom 
in  a year  to  pay  the  full  amount  of  the 
loan  out  of  the  proceeds  of  export  sale-s. 

Other  advances  are  expected  to  finance 


This  is  approximately  equal  to  $190,041,- 
863  in  United  States  currency.  The  im- 
ports amounted  to  $69,310,662  and  the 
exports  to  *130,731,191,  as  compared  to 
imports  of  *47.166,849  and  exports  of 
*97,066312  during  the  preceding  year. 

The  imports  by  countries  were: 


7,999302 

3.317,687 

2,602.779 

1,733,718 

1,640,173 

1,361,766 


the 


States  establish  “ the  Bank  of  the  Na- 
tions,” with  capital  of  *2,400,000,000,  as 
an  international  instrumentality  to  sup- 
ply credit  to  commerce  and  stabilize  ex- 
change. According  to  the  plan  as  brief- 
ly outlined,  the  institution  would  be  fi- 
nanced by  the  United  States  Govern-  commission  as  to  the  specific  assets  they 
ment  and  such  nations  as  should  become  were  prepared  to  assign  as  security  for 
stockholders  through  treaties;  it  would  commercial  credits  to  be  granted  by  tlie 


Chile 

British  India.. 

Hongkong  . . . 

Japan  

Spain  

Among  the  principal  articles  of  import 
were  machines  and  tools,  comestibles  and 
condiments,  metals  and  manufactures. 


s to  be  pledged  by  needy  countries 
the  basis  for  obtaining  credits.  Countries 
desiring  credit  would  notify  the  central 


have  full  banking  powers,  including  the 
issuance  of  international  currency;  con- 
trol would  remain  in  the  United  States, 
Which,  Senator  Hitchcock  was  quoted  as 
saying,  could  spare  *300,000,000  to  *400,- 


e iBc<uance  of  international  currency.  , , • j 

Under  this  scheme  responsible  bodies  cotton  year  and  arc  not  desired  

upon  tbe  vnluo  ot  a«-  to«t«v  Bpeouint.ve  holdine.  W.th.n  tte  40, 

month  also  the  War  Finance  Corporation  exports  by  countries 

announced  that  it  had  advanced  *146,000 
to  a banking  concern  to  finance  the  ex- 
portation of  500  tons  of  copper  to  Italy, 
and  that  it  had  made  a loan  of  *1,000,- 
000  to  a Western  bank  to  finance  the  ex- 
portation of  provisions  to  European 
countries,  this  sum  being  equal  to  a sim- 
ilar sum  provided  a short  time  before. 

Meanwhile,  while  there  are  these  con- 
structive movements  going  forward  in 


citizens  of  exporting  countries, 
commission  would  be  authorized,  after  an 
examination  of  the  assets  offered,  to  de- 
termine their  gold  value,  which  would 
form  the  basis  of  the  credits  to  be  grant- 


Unifed  State.s 

United  Kingdom 

Chile  

Argentina  

Bolivia  

Canada  

France  

Sugar,  cotton  and  mineral  prod- 
ucts constituted  the  most  important  ex- 
ports. 


2,957,120 

2,314,891 

2,011,617 

1,868.665 
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Argentinan  and  Paraguayan  Currencies 


This  w f/u)  ntetmd  of  u aen>9  of 
nrticloB  on  South  Aineriean  curreneian. 
The  third  mil  apj>ear  tn  an  earlv  inme. 


12  sereral  gold  currencies  of 
i the  ten  South  American 
z republics,  showing  how 
2 these  hod  become  practic- 
r ally  obsolete — some  before 

z and  some  after  the  war — 

except  for  certain  stated 
usages  of  the  different 
Go7emments.  This  article  treats  with 
the  inconvertible  paper  currencies  which 
are  now  in  general  use  for  all  purposes 
of  domestic  commerce  and  daily  life  of 
the  people 


The  values  of  South  American  paper 
currencies  have  always  been  expressed 
in  fractions  of  English  pence,  except  in 
Argentina,  where  the  premium  on  gold 
formed  the  basis  forexchange  and  specu- 
lation. As  English  money  is  not  any 
longer  a stable  basis  for  exchange  there 
has  been  a movement  to  substitute  terms 
of  the  American  dollar  to  express  the 
fluctuations,  espedally  when,  just  after 
the  war,  it  semed  that  the  import  trade 
of  all  the  Sooth  American  nations  was 
being  monopolized  by  the  United  States. 
In  Colombia  this  modification  in  the 
usual  practice  seems  to  have  become  per- 
manent, but  elsewhere  conditions  have 
changed  very  materially  during  the  past 
twelve  months.  The  European  nations 
have  been  rapidly  regaining  their  hold 
on  trade  with  South  America,  and  in  this 
they  have  been  greatly  assisted  by  their 
depreciated  currency,  in  which  they  pay 
their  labor. 


So  it  has  come  to  pass  that  the  Eng- 
lish pound — no  longer  sterling,  but  very 
much  respected  for  all  that — is  gradually 
coming  back  as  the  standard  of  value. 
As  the  rates  vary  everywhere  in  South 
America  many  times  during  the  day,  it 
is  not  very  difficult  to  adjust  them  to 
the  lesser  fluctuations  in  London — that 
is  to  say  the  discount  on  English  paper 
as  compared  with  English  gold. 

In  this  there  is  also  a psychological 
factor.  The  value  of  the  Argentine  peso 
or  the  Brazilian  inilreis  or  the  Peruvian 
sol  looks  better  expressed  in  pence  than 
in  cents.  In  Pern  they  are  extremely 
proud  of  their  good  money.  Expressed 
in  terms  of  pence  it  is  nearly  at  par; 
in  cents  it  is  shown  to  be  at  a big  dis- 
count. This  may  appear  childish,  but 
it  is  naturaL  The  Brazilian  hates  to  see 
his  milreis  quoted  at  13  cents,  but  at 
ninepence  or  tenpenee  it  is  not  so  bad, 
and  in  francs  it  seems  something  to  be 
proud  of. 

Pour  republics  have  adopted  the  dol-. 
lar  as  their  standard  of  currency,  but, 
curiously  enough^  none  of  these  dollars, 
called  pesos,  are  identical  with  the 
United  States  dollar,  though  very  near 
it  in  value.  Argentina  and  Paraguay 
have  taken  the  French  five-franc  piece 
as  their  standard=U.  S.  30.9647&; 
Colombia  chose  the  English.double  florin, 
or  four  shillings=U.  S.  10.9733,  and 
Uruguay  hit  upon  an  arbitrary  value  of 
4.70  pesos  to  the  English  pound  sterling 
=U.  S.  11.0342. 

The  gold  dollar,  or  peso,  of  Argentina, 
has  been  made  c^ivalent  to  five  francs 
=40.96475  U.  S.,  and  is  represented  by 
ArgenUne  gold  pieces  of  five  pesos  each. 
On  the  last  day  of  1920  the  Government 
held  480,599,921  gold  pesos  in  deposit  as 
guarantee  for  the  paper  currency — a 
proportion  of  80.16  per  cent.  A great 
part  of  this  gold  reserve  is  in  foreign 
gold  coin,  principally  English.  For  the 
ordinary  purposes  of  commerce  this  gold 
does  not  circulate,  but,  until  the  war  it 
was  obtainable  from  the  Conversion 
Office  at  Buenos  Aires  at  a fixed  rate 
for  paper  money  iA  any  quantity. 

The  paper  peso  of  Argentina  follows  a 
broken  standard  of  44  per  cent,  of  the 
gold  peso— 42.449  cents  U.  S. — and. 


By  Charles  Evers 


Ihanks  to  the  ample  guarantee  behind  it, 
has  not  been  susceptible  to  fluctuations 
of  any  importance  since  1899,  the  year  of 
its  institution,  until  1914,  when  suspen- 
sion of  gold  payments  was  decreed.  The 
amount  of  paper  currency  in  circulation 
at  the  end  of  last  year  was  1,362,663,607 
pesos,  which  at  the  par  rate  of  exchange 
sbould'be  worth  3678,394,583  U.  S.  As, 
however,  the  gold  reserve  is  no  longer 
available  for  the  maintenance  of  the  par 
rate,  and  in  consequence  of  adverse  trade 
conditions,  the  value  of  an  Argentine 
peso  has  /alien  to  the  amazingly  low 
level  of  31  cents  U.  S.,  so  that  this  mass 
of  currency  is  worth  today  only  3422,- 
394,687,  in  spite  of  the  huge  guarantee 
of  3430,000,000  behind  it 

Not  only  is  the  United  States  dollar 
at  a tremendous  premium  compared 
with  the  Argentine  paper  peso,  but  even 
the  gold  peso  of  Argentina  is  at  a dis- 
count of  between  30  and  40  per  cent  in 
the  United  States,  simply  because  it  is 
prohibited  to  take  it  out  of  the  country. 
Small  sums  in  gold  are  undoubtedly 
being  brought  away  by  travelers,  who 
buy  them  from  the  moneychangers  in 
Buenos  Aires  and  sell  them  in  New  York 
at  a very  handsome  profit. 

The  situation  is  abnormal  in  the  high- 
est degree,  and  the  acres  of  paper  which 
have  been  covered  with  explanations  of 
it  do  not,  I think,  suffidently  appreciate 
that  the  one  fact  of  suspensions  of  gold 
payments,  due  to  timidity — perhaps  well 
founded — is  responsiSle  for  it  almost  ex- 
clusively. 

Neither  a gold  currency  nor  a paper 
currency  protected  by  80  per  cent,  of 
gold  reserve  can  possibly  suffer  depre- 
dation beyond  a few  cents  in  the  dollar 
80  long  as  there  is  no  restriction  to  the 
flow  of  gold  in  and  out  of  the  country. 
In  the  event  of  a staggering  adverse  bal- 
ance of  trade,  gold  would  certainly  leave 
the  country  to  make  up  the  difference 
between  the  values  of  few  exports  and 
many  imports,  but  in  that  case  paper 
would  be  taken  out  of  circulation  for 
every  gold  piece  exported.  The  purchas- 
ing power  of  the  people  would  thereby  be 
cnrUuled,  which  means  less  imports,  and 
therefore  less  gold  disbursements. 

The  Argentine  currency  system,  with 
its  big  dollar  of  over  96  cents,  its  inter- 
mediate dollar  of  42.45  cents,  and  its 
little  dollar  of  30  cents,  is  some^rimt 
cumbrous;  but  the  machine  is  well  and 
truly  made,  and  there  is  no  reason  to 
doubt  that  it  would  work  perfectly  under 
even  the  present  lamentable  dream- 
stances  if  the  iron  bar  that  has  been 
placed  between  the  cogs  were  taken  away. 
For  fifteen  years  Argentina  traded  con- 
tentedly vnth  two  currendes,  each  of 
them  perfectly  steady  with  a ratio  of 
100  to  44  between  them.  Of  course,  the 
little  dollar  did  nearly  all  the  work,  and 
it  is  difficult  to  see  why  the  big  one 
was  retained  at  all,  but  the  Argentinians 
liked  to  have  it  that  way,  and,  at  least 
it  must  be  admitted  that  they  had  good 
money  and  they  have  kept  intact  the 
machinery  to  provide  good  money  in  the 
future. 

The  history  of  Argentine  currency  is 
interesting.  So  far  back  as  1820  the 
issue  of  paper  money  without  a gold  re- 
serve was  authorized  by  the  Government 
Forty  thousand  pesos  a month  were  cir- 
culated, and  very  soon  they  began  to  be 
quoted  at  a 'discount  In  1826  the  gold 
peso  was  worth  nearly  tiro  paper  pesos, 
and  in  the  following  year  three  and  a 
half.  In  1861  about  twenty-five  paper 
pesos  were  needed  to  buy  one  gold  peso, 
and  in  1879  the  ratio  had  risen  to  32. 
In  1881  there  were  882,000,000  incon- 
vertible pesos  in  circulation,  and  a new 
law  was  promulgated  establishing  a con- 
version rate  of  26  to  1.  The  Government, 


however,  was  nnable  to  maintain  this 
rate,  and  in  1885  the  paper  began  to 
depreciate  again,  the  situation  enlmlnat- 
ing  in  a tremendous  panic  in  1890,  when 
all  the  banks,  except  the  London  and 
River  Plate  Bank,  stopped  payment.  In 
April  the  premium  on  gold  increased  to 
216  per  cent.,  rising  with  the  revolution 
to  225  per  cent.  In  1891  another  large 
issue  of  paper  money  was  made,  and  in 
October  of  that  year  gold  stood  at  a 
premium  of  364  per  emit 

After  this  there  was  a period  of  bet- 
terment, and  in  1899  Jose  Uaria  Rosa,  a 
former  Finan^  Minister,  proposed  in 
Congress  to  create  a metallle  reserve,  to 
be  housed  in  a conversion  office,  called 
Caja  de  Conversion,  to  serve  as  a guaran- 
tee for  all  the  paper  money,  at  a fixed 
rate  of  44  cents  to  the  gold  peso. 

The  gold  peso  of  Paraguay  is  nomin- 
ally the  same  os  that  of  Argentina,  but 
no  gold  has  ever  eireulated  in  the  repub- 
lic since  one  of  its  Presidents  dreamed 
of  making  himself  Emperor  of  South- 
America.  He  built  s mausoleum  for  the 
dynasty,  and  persuaded  his  countrymen 
to  fight  Argentina,  Braxil  and  Uruguay 
by  the  simple  expedient  of  summarily 
executing  all  consdentious  objectors.  In 
the  end  he  was  obliged  to  run,  and  was 
then  promptly  put  out  of  the  way  by  the 
handful  of  soldiers  which  stQl  existed  in 
the  country. 

The  Paraguayans  had  fought  well 
against  fearful  odds,  but  the  war  had 
made  them  very  tired — in  fact  they  are 
still  tired,  although  the  Paraguayan  war 
was  contemporary  tnth  the  Civil  War  in 
the  United  States.  For  this  reason  the 
women  do  not  work  harder  than  they 
are  obliged;  and  as  for  the  men — 
well,  seeing  that  they  formed  rather  less 
than  3 per  cent  of  the  population  in 
1866,  that  generation  and  the  next  were 
not  expected  to  woik,  and  the  present 
generation  sees  no  good  reason  for  the 
introduction  of  any  new-fangled  labor 
theories. 

So  it  comes  to  pass  that  the  little 
dollar  of  Paraguay  is  very  small  indeed. 
It  ranges  nowadays  between  the  equiva- 
lents of  three  and  five  cents.  Nearly  all 
the  trade  is  with  A^entina,  and  it  calls 
on  Buenos  Aires  for  the  solution  of  any 
financial  problems  more  serious  than 

The  curious  part  of  it  is  that  the 
natives  look  upon  their  pitifully  »mnll 
dollar  as  real  money,  and  you  can  buy 
all  kinds  of  national  produce  for  ab- 
surdly low  prices.  Milk,  oranges, 
manioc,  yerba  mate  and  rum  can  be  pur- 
chased for  fractions  of  a peso.  Perhaps 
it  is  because  the  Paraguayans  think  so 
little  of  their  dollars  that  Paraguay  is 
such  a nice  place  to  live  in. 

Paraguay  once  had  a silver  subsidiary 
currency.  It  did  not  last  long — about 
two  weeks  as  a matter  of  fact^ut  the 
story  of  it  is  worth  telling. 

One  day  long  after  the  memory  of  the 
gold  peso  had  faded  away  to  the  aiehs- 
iam  of  the  dodo  or  the  megatherium, 
the  Paraguayan  Government  hit  upon  a 
happy  idea  for  the  rehabilitation  of  the 
circulating  medium.  It  was  decided  to 
coin  large,  beautiful  silver  pesos,  and  to 
sell  them  to  the  banks  for  their  value 
in  bullion,  making  it  at  the  same  time 
obligatory  for  the  banks  to  ddiver  them 
on  demand  in  exchange  for  the  depreci- 
ated paper  currency.  How  the  banks  were 
compelled  to  buy  the  silver  is  forgotten, 
but,  as  a matter  of  fdet,  they  did^  and 
so  far  no  harm  was  done  for  they  got 
value  for  their  money.  Needless  to  say 
that  the  managers  of  all  the  banks  got 
together  and  took  counsel  among  them- 
selves as  to  what  they  were  going  to  do 
then,  and  great  wu  the  curiosity  of  th.e 
“ intelligentxia  " to  Idiow  their  decision. 

Nothing  transpired  until  the  morning 


of  the  day  when,  by  Covemroent  decree, 
the  exchange  of  paper  for  silver  was  to 
come  into  force,  when  long  lines  of  peo- 
ple were  found  standnig  at  the  doora  of 
the  banks  with  their  pockeU  full  of  evil 
smelling  bank  notes  and  a pleasant  smile 
of  expectancy  on  their  faces. 

At  the  otoal  hour  the  doors  of  the 
banks  were  opened,  and  the  line  ad- 
vanced to  the  paying  teller’s  window. 
The  first  comer  placed  his  wad  on  the 
counter  and  demanded  silver.  The  teller 
politely  explained  that  as  the  first  con- 
signment of  silver  was  not  large  and  the 
number  of  people  deriring  to  become  pos- 
sessors of  silver  dollars  very  large  in- 
deed, it  would  be  manifestly  unfair  to 
give  more  than  one  peso  to  each  mem- 
ber of  the  public  at  first,  as  otherwise 
there  mi^t  not  be  enough  to  go  around. 
- Dazed  with  this  amazing  **  prononda- 
mento  ” the  dtizen  polled  one  peso  out 
of  his  wad,  and  presoited  it  for  pay- 
ment. The  teller  CTsn>»n*«<  it  carefully 
first  on  one  side  and  then  on  the  otiier, 
and  then  took  it  to  the  accountant,  who 
also  examined  it  with  the  closest  atten- 
tion. This  did  not  take  more  tiian  ten 
minutes,  because  they  were  not  inter- 
rupted by  other  bank  business  more  than 
five  or  six  times  daring  the  process. 
However,  they  seemed  at  last  satisfied 
that  their  scrutiny  of  tbe  note  had  been 
suffidently  thorough — for  subordinates 
— and  the  accountant  tiien  solemnly  car- 
ried the  bill  into  the  manager’s  room, 
where,  b^iind  dosed  doors,-  it  may— or 
may  not — have  been  subjected  to  further 
minute  examinatiozL 

T theendof  agoodtwentyminuteathe 
manager's  beQ  was  beard,  a junior 
went  in  and  triumphantly  fetomed  bear- 
ing the  pe#o  note  with  the  manager’s 
0.  E.  It  was  gravely  banded  to  the 
teller,  who  extracted  one  silver  peso 
from  a small  sack  at  his  feet  under  the 
counter  and  gave  it  to  the  dient. 

The  same  process  was  gone  throu^ 
with  each  of  the  next  three 'persons  wait- 
ing, after  wbidi  the  hour  of  the  siesta 
struck — the  sacred  hour  daring  which 
no  man  worked  in  those  days  in  Argen- 
tina or  Paraguay.  The  siesta  hour  lasted 
from  12  to  3. 

When  the  bank  reopened  for  the  after- 
noon business  a placard  was  affixied  to 
the  door  post,  in  which  it  was  stated 
that,  owing  to  pressure  of  the  ordinary 
busness  of  the  bank,  the  issue  of  silver 
could  be  made  only,  during  tho  morning 

During  the  following  days  the  pro- 
cedure was  the  same,  but  as  the  ordi- 
nary clients  of  the  bank  had  by  this  time 
discovered  that  they  need  have  no  fear 
of  being  kept  waiting  by  the  mad  rush 
for  silver,  they  came  and  went  as  usual, 
and  the  one  paying  teller  at  each  bank 
did  not  find  much  time  to  attend  to  the 
silver  hunters. 

After  two  weeks’  performance  of  this 
farce  the  Government  withdrew  the 
famous  decree  amid  Homeric  laughter, 
and  not  one  silver  dollar  ever  found  its 
way  into  circulation.  Doubtless  such  of 
them  as  escaped  the  melting  pot  are  to- 
day proudly  exhibited  among  the  family 
jewels  of  their  owners. 

This  was  in  1890,  and  from  that  day 
to  this  the  paper-  currency  of  Paraguay 
has  seen  no  improvement,  from  which 
it'  nafuraily  follows  that  Paraguay  has 
to  get  along  with  very  few  imported 
goods— about  36.000,000  worth  yearly, 
paid  for  principally  in  Argentine  gold 
peaos  received  in  exchange  for  quebracho 
crtrmct,tobaceo,  yerba  mate  and  oranges. 
Latest  reports  pve  twenty-seven  Para- 
guayan paper  pesos  as  the  equivalent  for 
one  Argentine  gold  peso. 

Tbe  next  article^  which  will  appear  In 
an  early  issue,  will  treat  of  the  two 
other  coantries  that  have  adopted  a unit 
of  currency  approaching  in  value  the 
United  States  dollar,  Colorabia  and 
Uruguay. 
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Open  Securitu  Market 


BANKS  AND  TRUST  COMPANIES 


TOBACCO  SECURITIES 


The  Problem  of  Reducing  the  Tax  Exempt  Evil 


Continued  from  PARe  12A. 


form  that  leaves  all  theae  questions  un- 
answered Though  not  so  definitively,  the 
question  of  vested  right  in  the  freedom 
from  Federal  taxes,  and  vice  versa,  may 
conceivably  arise  in  connection  with 
salaries.  When  sovereigns  introduce  o.* 
increase  a tax  on  the  salaries  of  their 
employe.*:,  it  is  equivalent  to  a reduction 
in  compensation  (according  to  the  logic 
of  Evans  vs.  Gore).  This  may  be  a 
breach  of  contract  or  alteration  of  con- 
tract, in  which  employes  may  acquiesce. 
But  to  remove  the  protection  that  has 
hedged  incomes  from  States  against  tax- 
ation by  the  United  States  and  Federal 
incomes  against  taxation  by  States  may 
possibly  be  regarded  as  beyond  the  power 
of  the  various  Governments,  with  respect 
to  officials  holding  office  prior  to  rati- 
fication. 

Adopting  for  the  present  the  view  as 
to  the  meaning  of  the  amendment  that 
we  regard  as  most  likely,  it  can  be  sum- 
marized as  having  the  effect  of  giving 


States  that  have  a general  income  tax 
reaching  their  own  securities  (the  exact 
extent  not  being  clear)  the  right  to  tax 
interest  from  all  Federal  securities,  no 
matter  when  issued,  in  exchange  for  per- 
mitting alt  State  and  municipal  issues 
after  ratification  to  be  reached  by  Fed- 
eral taxation. 

This  may  not  appear  to  be  a perfect 
reciprocal  arrangement.  Yet'  one  can 
readily  see  that  to  restrict  States  only 
to  new  Federal  issues  might  be  granting 
it  practically  no  new  tax  areas.  The 
present  oustanding  national  debt  is  not 
likely  to  be  increased.  With  time,  it 
will  gradually  be  diminished,  if  not  com- 
pletely extinguished.  The  only  new 
bonds,  if  any,  are  likely  to  be  refunding 
issues.  If  a scheme  of  refunding  and 
consolidating  the  present  national  debt 
is  put  through,  that  might  transform  the 
entire  present  debt  into  a technically 
new  issue.  But  it  would  appear  that 
only  some  fraction  of  the  debt  is  likely 
to  be  refunded  in  such  a manner  as  to 


create  debt  that  will  be  considered 
" new  ” for  State  tax  purposes. 

To  offer  the  State  the  right  to  tax 
the  income  from  about  twenty  billions 
of  national  debt  seems  rather  a dispro- 
portionate consideration  for  the  privilege 
of  taxing  only  annual  accretions  to  State 
debt.  The  most  familiar  estimate  of  the 
outstanding  debt  of  all  States  and  mu- 
nicipalities equals  about  sixteen  billions. 
And  it  will  take  many  years  before  new 
State  debt  and  refundings  of  old  issues 
(the  amendment  does  not  except  this 
class  as  did  the  House  bill  of  1918)  total 
an  amount  equal  to  the  national  securi- 
ties. But  then  it  must  be  recognized 
that  the  national  bonds  will  ultimately 
be  extinguished  or  radically  reduced,  and 
fhat  only  a few  States  have  such  a 
general  income  tax  as  will  permit  them 
to  tax  Federal  bonds.  And  the  States 
with  general  income  taxes  impose  rates 
that,  are  petty  compared  with  Federal 
rates.  This  means  that  only  a small 
fraction  of  the  total  Federal  debt  will 


be  visited  by  the  State's  taxing  auchorl- 
ties.  At  lca.^t,  this  will  be  so  until  after 
ratification,  when,  because  of  this  pro- 
vision, States  may  be  stimulated  into 
enacting  general  income  taxes.  But  even 
then,  the  probable  differences  of  rates 
may  tend  roughly  to  equalize  the  n'-tpcc- 
tive  amounts  that  will  be  levied. 

On  June  23,  Mr.  McFaddcn  rose  in 
Congress  to  remind  his  confreres  of  the 
amendment  which  he  is  fathering,  and 
spoke  eloquently  on  its  merits.  His 
speech  followed  general  lines,  however, 
and  the  exact  meaning  and  scope  of  the 
amendment  was  not  dlacusaecl.  The 
writer  called  Mr.  McFadden's  attention 
to  the  uncertain  phiaseology  of  the 
article  as  now  drafted,  and  it  is  possible 
that  in  iLs  final  form  the  questions  and 
doubts  raised  herein  will  be  cleared  away. 

The  amendment  is  now  in  the  hands 
of  the  Ways  and  Means  Committee. 
That  it  will  be  reported  out  with  the 
pending  revenue  bill  is  purely  a matter 
for  conjecture. 
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ADVEBT1SE.MENT. 


I The  Evening  Post  and  the  Railroads 


EfERY  Tuesday  the.  New  York  Evening  Post  pT'mt&  a special  article  by 
William  J.  Cunningham,  an  authority  of  national  reputation,  on  the  railroad 
situation. 

Railroads  are  the  arteries  of  the  nation.  Whenever  something  happens  to 
them  it  finds  a place  on  the  first  page  of  the  newspapers. 

The  New  York  Evening  Post,  with  a reputation  for  reliable  news  dating 
back  twenty-nine  years  before  the  first  steam  railroad  train  in  America,  prints 
everything  of  importance  that  happens  to  the  railroads  as  part  of  the  day’s 
news. 

But  a good  newspaper  prints  more  than  the  news  that  is  current  on  the 
day  of  issue.  In  the  case  of  the  railroads,  a complex  post-war  situation  exists 
which  must  be  understood  if  the  day’s  news  is  to  have  significance. 

The  railroad  situation  is  of  vital  interest  to  holders  of  railroad  stocks  and 
bonds.  It  is  of  vital  interest  .to  business  men.  Moreover,  a clear  interpretation 
of  the  existing  condition  of  the  railroads  is  part  of  the  equipment  of  every  in- 
telligent man  or  woman. 

You  cannot  afford  to  miss  these  articles,  for  they  are  bringing,  in  organized 
form,  a mass  of  intimate  knowledge  and  practical  experience  that  is  available 
nowhere  else. 

Professor  Cunningham  has  been  a railroad  man,  During  the  war  he  was 
called  to  fill  a position  of  great  responsibility  with  the  Railroad  Administra- 
tion and  now  he  is  James  J.  Hill,  Professor  of  Transportation  at  Harvard  Uni- 
versity. No  man  so  well  combines  practical  experience  and  the  detached 
viewpoint  of  the  student. 

Evening  Post  secures  the  work  of  men  who  are  able  to  give  authorita- 
tive interpretation  of  the  day’s  news  because  its  readers  form  an  outstanding 
group  of  men  and  women  to  whom  the  ablest  writers  are  glad  to  furnish  their 
best  work. 

NEW  YORK  EVENING  POST 


Read  the  Evening  Post  every  day 
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Prosperity  Seen  in  Enlightened  Banking  Policies 


By  John  Oakwood 


velopments  in  that 


poriod  in  bankiDg  as  a whole  which  in 
general  seem  to  indicate  that  the  banks 
have,  to  a large  extent,  taken  the  final 
steps  in  cleaning  up  unsatisfactory  fac- 
tors in  their  affairs  resulting  from  the 
deflationary  crisis. 

Between  the  dates  given,  significant 
changes  are  visible  in  the  items  of  loans 
and  discounts,  net  deposits,  undivided 
profits  and  accommodation  at  the  Fed- 
eral Reserve  Bank.  In  some  cases  an 
interesting  situation  is  also  revealed  in 
the  item  of  non-governmental  securities 
held. 

The  marked  reduction  that  took  place 
in  loans  and  discounts  of  course  reflects 
the  liquidation  of  a large  volume  of  bank 
borrowings  by  commercial  and  industrial 
interests;  in  respect  to  banking  it  un- 
doubtedly means  a great  improvement  in 
the  position  of  the  banks  themselves,  but 
it  docs  not  necessarily  indicate  an  equiva- 
lent improvement  in  the  general  business 
situation,  since  a large  part  of  this  liqui- 
dation of  bank  indebtedness  was  brought 
about  by  funding  frozen  loans  into  long 
time  bond  issues,  the  proceeds  of  which 
were  used  to  pay  off  current  Uabilities 
at  the  banks.  A large  part  of  the  debt, 
although  in  different  form,  therefore 
still  overhangs  business. 

Also  some  banks  have  failed  to  dear 
themselves  entirely  of  this  burden,  as  re- 
flected in  the  fact  that  between  the  two 
Controller’s  ealla  there  was  an  increase 
in  the  item  of  non-govemmental  securi- 
ties held,  in  many  cases  due  to  the  fact 
that  the  secondary  distribution  of  se- 
curity issues  undertaken  for  corporations 
by  banking  syndicates  to  relieve  them  of 
current  liabilities  was  sluggish,  leaving 
large  portions  of  the  issues  on  the  hands 
of  the  banks.  Several  New  York  banks 
revealed  very  marked  increases  between 
April  28  and  June  30  in  the  volume  of 
non-govemmental  securities  held,  one 
bank  showing  an  expansion  in  this  item 
of  $7,000,000,  another  of  $14,000,000  and 
others  of  substantial  amounts.  This, 
perhaps,  is  one  of  the  most  important 
conditions  yet  to  be  cleared  up. 

In  general,  along  with  the  reduction  of 
loans  and  discounts  there  was  also  a re- 
duction in  the  item  of  net  deposits,  al- 
though at  a much  slower  rate.  However, 
an  examination  of  individual  bank  state- 
ments shows  there  was  no  uniformity  in 
the  change  in  the  net  deposit  items  as 
among  the  New  York  banks,  some  show- 
ing a marked  falling  off  in  this  amount, 
while  others  showed  very  large  increases. 
There  has  been,  of  course,  as  a part  of 
the  present  readjustment,  a vigorous  ef- 
fort on  the  part  of  the  banks,  while  re- 
ducing their  loans  and  discounts,  to  im- 
prove their  cash  position  by  increasing 
as  far  as  possible  deposits  arising  from 


the  accumulation  of  funds  rather  than 
from  the  extension  of  credit,  and  the  ir- 
regularity in  the  change  in  this  item  re- 
flects varying  degrees  of  success  in  car- 
rying out  this  policy.  One  bank  whose 
loons  and  discounts  in  this  period  fell  by 
more  than  $30,000,000  increased  its  item 
of  net  deposits  by  $20,000,000;  another 
increased  the  item  of  net  deposits  almost 
$100,000,000,  its  loans  and  discounts  de- 
crea.sing  about  $2,000,000.  Others  showed 
largo  shrinkages  in  net  deposits  parallel- 
ing decreases  in  loans  and  discounts. 

■pERHAPS  from  some  points  of  view 
one  of  the  significant  changes  that 
took  place  in  the  banking  position  be- 
tween the  two  last  Controller’s  calls  was 
the  marked  reduction  in  accommodation 
which  the  banks  found  it  advisable  or 
necessary  to  obtain  from  the  Federal  Re- 
serve Banks.  In  this  period,  in  the 
country  as  a whole,  rediscounts  at  the 
twelve  Federal  Reserve  Banks  dropped 
from  $2,063,000,000  to  $1,772,000,000,  or 
a decrease  of  14  per  cent,  in  this  item. 
In  New  York  City  alone  the  ac<»mmoda- 
tion  of  the  banks  at  the  New  York  Fed- 
eral Reserve  Bank  decreas^  in  this 
period  from  $597,000,000  to  $376,000,000, 
a drop  of  $221,000,000,  or  37  per  cent. 

It  has  been  pointed  oqt  by  the  Federal 
Reserve  Bank  that  the  tremendous  im- 
ports of  gold,  which  have  come  chiefly 
to  the  New  York  banks,  have  made  pos- 
sible a reduction  in  indebtedness  at  the 
Federal  Reserve  Bank;  but  this  reduc- 
tion has  also  been  made  possible  by  the 
liquidation  of  loans  at  the  banks  on  the 
part  of  their  customers.  This  statement 
should  be  qualified  by  a further  state- 
ment that  this  reduction  in  the  accom- 
modation of  banlung  at  the  Federal  Re- 
serve Banks  has  taken  place  chiefly  in 
the  leading  cities,  since  a very  small  part 
of  frozen  agricultural  loans  had  been 
thawed  out  through  the  end  of  June,  so 
that  the  country  banks  were  still  leaning 
heavily  upon  the  Federal  Reserve  Sys- 
tem for  assistance. 

Looking  at  banks  individually  in  New 
York  City,  one  bank  was  able  to  reduce 
its  accommodation  at  the  Federal  Re- 
serve Bank  from  $70,000,000  to  $34,000,- 
000;  another  wiped  out  entirely  an  item 
of  $42,000,000;  white  a third  similarly 
wiped  out  an  item  of  $64,000,000  b«^ 
tween  the  two  calls. 

In  general,  from  the  foregoing,  al- 
though there  has  been  considerable  ir- 
regularity in  the  improvement  that  has 
taken  place  in  banking,  nevertheless  the 
general  movement  has  b^n  toward  a 
condition  of  contraction  of  loans,  im- 
provement of  cash  position  and  the  abil- 
ity of  the  banks  to  rest  more  fully  upon 
their  own  resources. 

There  is  one  other  matter  of  particu- 
lar interest,  and  that  is  a comparison  of 
the  item  of  undivided  profits  os  shown 
in  the  response  to  the  Controller’s  call 
of  April  28  and  that  of  June  30.  A 
number  of  large  New  York  banka  showed 


a marked  reduction  in  this  item,  probably 
reflecting  the  writing  off  of  losses  inci- 
dent to  readjustment.  The  fact  that  the 
banks  had  accumulated  ample  funds  out 
of  which  to  meet  such  losses  made  it  pos- 
sible for  them  to  come  through  the  crisis 
in  a stanch  condition.  It  argues  well 
for  the  future  that  this  somewhat  pain- 
ful process  of  writing  off  losses  has  been 
accomplished,  still  leaving  the  banks  in 
a good  position  to  go  forward  with  the 
next  stage  of  business.  It  is  noteworthy 
that  none  of  the  great  New  York  banks 
seriously  impaired  its  capital  funds  in 
adjusting  its  position;  while  many 
others,  on  the  other  hand,  in  the  face  of 
the  crisis,  were  even  able  to  increase 
materially  their  capital  funds. 

The  condition  of  banking  which  has 
developed  between  these  two  last  Con- 
troller’s calls  has  an  important  bearing 
on  the  future. 

It  is  generally  agreed  that  the  present 
period  is  the  usual  era  of  depression  such 
as  has  normally  followed  great  business 
reactions  in  all  previous  business  cycles. 
It  is  fdt  that  the  period  of  violent  reac- 
tion has  reached  its  end  and  that  during 
this  depression  are  being  laid  the  real 
foundations  on  which  the  next  era  of  re- 
vival and  prosperity  will  rise.  Conver- 
sations with  bankers  and  financiers  de- 
velop a clear-cut  consensus  of  opinion 
that  the  soundness  \rith  which  this 
foundation  is  laid  largely  depends  upon 
the  way  in  which  banking  and  business 
direct  the  employment  of  the  nation’s 
industrial  and  business  potentialities 
daring  this  depression  toward  develop- 
ments in  the  future.  Following  is  a 
composite  picture  of  the  situation  as 
these  men  see  it: 

Because  of  its  contact  with  all 
phases  of  business  and  because  of 
the  public  nature  of  the  credit  re- 
source it  controls,  banking,  in  ex- 
tending accommodations  to  business, 
must  be  ^ded  not  only  by  indivi- 
dual self-interest  but  also  by  broad 
public  consideration  to  which  co- 
operation during  the  war  period 
fully  awakened  it 

It  is  inconceivable,  they  feel,  that 
banking  should  revert  to  the  attitude  of 
former  eras  when  the  banks  took  a nar- 
row view  of  their  position  and  function, 
considering  self-interest  in  their  loan- 
ing policies  without  sufficient  regard  to 
the  ultimate  effects  of  their  credit  ex- 
tensions upon  the  general  situation.  It 
is  pointed  out  that  a more  public-spirited 
attitude  has  been  made  practicable  by 
the  operations  of  the  Federal  Reserve 
System,  which,  with  its  methods  for 
gathering  and  making  banking  data  pub- 
lic, renders  it  possible  to  visualize  the 
country’s  banking  position  as  a whole 
and  to  co-ordinate  private  interests  with 
public  welfare.  This  impersonal  leader- 
ship of  clearly  revealed  banking  prin- 
riples,  indicating  the  broad  requirements 
of  banking  prudence,  has  fortunately 
superseded  the  undemocratic  leadership 
of  over-concentrated  money  power  of 


former  times,  when  the  autocratic  direc- 
tion of  the  nation's  banking  powers  lay 
in  the  hands  of  a few  men.  Conditions 
existing  today  make  possible  the  utab- 
lishing  of  banking  policies  on  enlight- 
ened lines  of  public  interest  to  meet  con- 
ditions that  lie  ahead. 

It  is  generally  felt  that  ^at  lies 
ahead  in  business  is  an  era*  of  keener 
competition  and  narrower  margins  of 
profits.  It  is  felt  that  the  future  de- 
mands a higher  order  of  business  ability 
successfully  to  conduct  enterprise,  which 
must  be  carried  out  on  more  effident 
tines  than  sufticed  in  the  war  and  post- 
war boom  periods.  It  is  recognized  that 
the  necessity  of  carrying,  for  some  time 
to  come,  the  spedal  burdens  resulting 
from  the  period  of  inflation  and  the  sub- 
sequent reaction  imposes  particular  dif- 
ficulties upon  the  conduct  of  business, 
such  as  high  priced  inventories  not  yet 
fully  liquidated,  high  cost  plant  ^ip- 
ment,  frozen  credits,  funded  debts  and 
high  labor  costs  that  still  remain  in  force 
in  many  directions.  It  is  felt  that  these 
burdens  most  be  reduced  gradually  by 
economy  and  efficiency;  that  there  must 
be  no  expectation  that  they  can  be  wiped 
ont  by  the  help  of  large  profits  and  an 
immediate  revival  of  business  activity. 
It  is  also  pointed  out  that  business  as  a 
whole  must  enter  this  period  with  a 
material  reduction  in  reserves  and  a 
considerable  impairment  in  many  direc- 
tions of  capital,  due  to  losses  absorbed  in 
the  process  of  deflation. 

plURTHERMORE  it  is  felt  business 
must  continue  to  face  a smaller  vol- 
ume of  buying  and  a greater  degree  of 
discriminatiDn  by  the  public;  and  in  such 
a buyers’  market  enterprise  must  com- 
pete vigorously  for  Its  success,  and  in 
many  cases  even  for  survivaL  It  is 
thoroughly  realized  that  the  day  for  arti- 
ficial and  inflated  marketa  has  passed 
and  that  business  arrangements  must  be 
predicated  only  upon  markets  that  are 
real  and  fundamental.  To  meet  the 
situation  business  men  must  co-ordinate 
costs  closely  with  practical,  and  harder, 
selling  conditions.  One  banker  pointed 
out  that  only  business  which  realized  the 
foregoing  conditions,  and  observed  the 
necessary  measures  to  meet  them,  could 
expect  to  command  the  confident  co- 
operation of  banking.  In  other  words, 
banking  credit  can  be  extended  to  busi- 
ness only  to  finance  sound,  self-liquidat- 
ing current  transactions  based  on  con- 
ditions of  real  demand  and  on  produc- 
tion costs  and  prices  low  enough  to 
stimulate  that  demand. 

The  question  of  the  present  abnormal 
gold  reserves  is  receiving  serious  atten- 
tion on  the  part  of  bankers.  They  realize 
that  the  increase  since  the  first  of  the 
year  of  almost  half  a billion  dollars  in 
the  Federal  Reserve  System’s  gold  stocks 
accounts  for  a large  part  of  the  improved 
Federal  Reserve  ratios,  and  that  these 
ratios  are  misleading  if  they  are  taken 
to  indicate  the  possibility  of  cheap 
money  and  re-expansion  of  credit 
Bankers  feel  that  the  only  sound  basis 
for  credit  expansion  is  fundamental 
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business  needs  and  not  this  excess  of  gold. 

It  is  felt  that  the  foundatioiis  for  a 
sound  revival  of  bu.sincss  can  bo  laid 
during  this  period  of  depression  oniy  if 
there  is  a careful  avoidance  of  banking 
credit  expansion  which  would  serve  to 
prevent  liquidation  from  being  thorough 
in  respect  to  prices,  inventories,  &c.,  or 
which  would  foster  a premature  re^x- 
pansion  of  business  activity.  It  i.s  felt 
that  searching  discrimination  is  neces- 
sary in  extending  credits,  both  in  respect 
to  the  men  involved  and  to  the  lines  of 
business,  and  that  the  maintenance  of 
relatively  high  interest  rates  is  justified, 


since  only  that  business  which  can  af- 
ford to  meet  firm  credit  conditions  should 
be  granted  accommodation;  that  easy  in- 
terest rates  would  foster  business  of  the 
hot-houso  variety.  In  other  words  it  is 
feared  that  cheap  credit  would  stimulate 
un.sound  business  ventures.  The  past 
year’s  rccoi'd  of  failures  shows  that  the 
business  reaction  eliminated  many  weak 
hands  who  had  been  able  to  thrive  under 
the  extraordinarily  favorable  conditions 
of  the  boom  periods  but  whose  existence 
as  economic  factors  under  more  normal 
conditions  was  not  justified  and  should 
not  be  revived. 


Another  point  that  bankers  make  is 
that  during  this  period  of  slockcncd 
business  and  the  accumulation  of  bank- 
ing funds  banking  credit  should  not  be 
employed  by  corporations  to  build  up  im- 
paired capital;  damage  to  capital  must 
be  made  good  by  earnings  and  savings 
or  by  recourse  to  the  invc.stment  market, 
but  banking  funds  must  be  kept  liquid 
so  O.S  to  finance  current  operations. 

In  general  bankers  feel  that,  if  the 
present  depression  is  to  be  ipado  good 
use  of  and  is  to  be  followed  by  a period 
of  substantial  and  enduring  prosperity, 
the  foundation  of  business  must  be  laid 


on  sound,  fundamental  and  conservative 
lines,  and  the  banking  structure  must  be 
brought  back  to  a state  of  normal 
liquidity  so  as  to  function  with  maximum 
efficiency. 

Thus  business  men  realize  that  the 
nation's  prosperity  is  hot  wholly  de- 
pendent upon  getting  the  Government 
out  of  business;  not  wholly  upon  en-* 
lightened  taxation  and  tariff  legislation 
or  upon  groat  foreign  financing  mcas-- 
ures,  but  also,  and  chiefly,  upon  cn- 
lightoiiod  private  business  and  banking 
policies  right  in  our  own  domestic,  com- 
mercial and  financial  fabric. 


The  Legislative  Week  in  Washington 


Washington,  Aug.  IS. 

A FORMAL  invitation  to  attend  the 
disarmament  conference  here  on 
Nov.  11  was  sent  out  by  Secretary  of 
State  Hughes  on  behalf  of  President 
Harding  to  Great  Britain,  France,  Italy 
and  Japan.  Announcement  was  made 
that  Pacific  and  Far  Eastern  questions 
will  also  be  discu.<^ed,  and  an  invitation 
was  sent  to  the  Republic  of  China  to 
participate  in  such  discussions. 

Senate  and  House  plan  to  take  recess 
not  later  than  Aug.  25,  and  by  Aug.  20 
if  possible.  The  conference  report  on 
the  anti-beer  bill  is  expected  before  re- 
cess. Prompt  readjustment  of  taxes  in 
dispute-  in  revenue  legislation  is  ex- 
pected and  the  bill,  it  is  thought,  will 
be  passed  by  the  House  and  sent  to  the 
Senate  Finance  Committee. 

After  conference  with  Secretary  of 
Commerce  Hoover.  Attorney  General 
Daugherty  said  that  no  warfare  on  busi- 
ness was  intended,  and  expressed  the  be- 
lief that  the  va.st  majority  of  trade  as- 
sociations were  observing  the  law. 
Many,  he  said,  had  sent  representatives 
to  him  and  put  an  end  to  practices  to 
which  objection  was  found.  He  issued 
a warning,  however,  that  violators  of 
the  law  would  be  prosecuted.  Formal 


announcement  of  the  Government  policy 
is  expected  within  ten  days. 

The  qutsstion  of  adoption  of  legislation 
for  the  relief  of  tlte  railroads  before  re- 
cess is  taken  by  Congress  was  the  sub- 
ject of  conferences  at  the  White  House, 
attended  by  the  President,  Senators  Wat- 
son and  Kellogg;  Director  General  of 
Railroads  Davis  and  Eugenb  Meyer, 
Managing  Director  of  the  War  Finance 
Corporation.  Senator  La  Follette  threat- 
ens a filibuster  if  an  attempt  is  made 
to  rush  the  proposed  bill  through  the 
Senate  and  the  chance  of  legislation 
passing  before  October  was  not  consid- 
ered bright  by  its  advocates. 

Secretary  Mellon  submitted  to  the 
Ways  and  Means  Committee  revised  es- 
timates as  to  the  Government’s  revenue 
needs,  proposing  to  reduce  ordinary  ex- 
penditures by  at  least  $350,000,000  be- 
low the  revised  estimates  presented  by 
the  Treasury  on  Aug.  4.  To  achieve  this 
the  Administration,  with  aid  of  the  Di- 
rector of  the  Budget  Bureau,  must  make 
utmost  efforts  to  insure  economy  in 
every  Government  activity.  There  will 
also  be  a reduction  of  $170,000,000  in 
public  debt  expenditures,  making  total 
reduction  of  $620,000,000  in  expenditure 
for  the  fiscal  year. 

Secretary  Mellon’s  plans  for  revision 


of  taxation  propose  that  the  internal  tux 
laws  be  revised  to  produce  $3,000,000,000 
of  internal  revenue  for  calendar  year 
1922,  including  $470,000,000  normal  in- 
come tax,  $380,000,000  income  surtaxes, 
$445,000,000  from  10  per  cent,  corpora- 
tion income  tax,  $111,250,000  from  ad- 
ditional 2'A  per  cent,  corporation  income 
tax  as  a partial  substitute  for  the  ex- 
cess profits  tax,  $300,000,000  from  back 
collections  of  income  and  profits  taxes 
and  $1,293,750,000  from  miscellaneous 
internal  revenue. 

The  latest  revenue  revision  and  taxa- 
tion plans  of  the  Administration  cull  for 
the  lepcul  of  the  excess  profits  tux  on 
Jan.  1,  1922,  the  repeal  of  the  higher 
surtax  brackets  to  a maximum  of  32 
per  cent,  on  that  date,  and  to  a maxi- 
mum of  25  per  cent  on  Jan.  1,  1923,  re- 
duction of  the  transportation  tax  one 
half  on  Jan.  1,  1922,  and  its  repeal,  Jan. 
1.  1923. 

To  carry  out  the  Federal  fiscal  pro- 
gram and  provide  further  for  financing 
the  short-dnted  debt,  Secretary  Mellon 
asked  Congress  for  enlarged  authority  to 
issue  and  retire  notes  under  the  Second 
Liberty  Bond  Act,  with  provision  for  a 
total  of  $7,500,000,000  at  any  one  time 
outstanding.  Existing  authority  is  for 
$7,000,000,000. 


Senator  Lodge  reported  favorably  a 
bill  to  relieve  the  Chinese  Govemmait 
from  further  Boxer  indemnity  payments. 

Western  Senators  organized  a tariff 
“ bloc  ” to  fight  for  “ fair  treatment  for 
the  West  ” in  pending  tariff  legislation. 

The  Senate  passed  the  Capper-Tinchcr 
bill  to  prevent  gambling  on  grain  ex- 
changes. 

Governor  Strong  of  the  New  York 
Federal  Reserve  Bank  told  the  Congres- 
sional Inquiry  Commission  that  opera- 
tion of  the  Federal  Reserve  System  in 
general  had  tended  to  deerea^  money 
and  credit  available  for  credit  purposes 
and  increase  the  amount  and  flexibility 
of  credit  for  industrial,  trade  and  agri- 
cultural u.«e. 

The  House  adopted  the  conference  re- 
port on  the  bill  for  regulation  of  the 
meat  packing  industry  through  broad 
powers  of  supervision  and  control  by  the 
Secretary  of  Agriculture.  This  com- 
pleted legislative  action  on  the  bill  that 
ha.4  been  long  before  Congress  and  made 
it  ready  for  the  President’s  signature. 

The  House  Appropriations  Committee 
decided  to  allow  the  new  Shipping  Board 
a deficiency  appropriation  of  $48,600,000 
instead  of  $100,000,000,  requested  by 
Chairman  Lasker. 


The  Week  in  Canada 


Special  Correspondenee  of  The  AmutUst. 

TORONTO,  Aug.  13. 

The  brightest  spot  in  the  industrial 
situation  in  Canada  is  the  activity 
that  is  being  experienced  by  the  gold  and 
silver  mines  in  Northern  Ontario. 

Gold  produced  during  the  second  three 
months  of  the  year  was  the  largest  since 
production  began  in  1911,  the  aggregate 
value  being  $3,734,000.  It  is  estimated 
that  the  output  for  the  third  quarter 
will  have  a value  of  $4,350,000.  Approx- 
imately 90  per  cent,  of  this  total  is  the 
product  of  three  properties  in  the  Porcu- 
pine district.  The  balance  is  from  the 
Kirkland  Lake  gold  mining  area. 

That  the  gold  mining  industry  of 
Northern  Ontario  is  on  the  eve  of  fur- 
ther material  expansion  there  appears  to 
be  no  doubt,  for  in  addition  to  the  in- 
creased activity  at  certain  of  the  smaller 
properties  it  is  announced  that  both  the 
Hollinger  and  the  McIntyre  companies 
have  decided  to  increase  the  capacity  of 
their  respective  mills  by  500  tons  daily. 
It  is  estimated  that  with  the  completion 
of  these  two  enterprises,  together  with 
that  of  the  smaller  companies,  the  daily 
mill  capacity  of  the  Ontario  mines  will 
be  increased  by  about  1,200  tons. 

Although  there  has  so  far  been  no  ma- 
terial reduction  in  the  rate  of  wages  ob- 
taining at  the  gold  mines  of  the  North, 
labor,  because  of  its  increased  efficiency, 
is  costing  less,  while  in  supplies  of  va- 
rious kinds  there  has  been  a decided  re- 
duction in  price.  A still  further  favor- 
able influence  on  the  profits  is  the  ad- 
vantage obtained  from  the  premium  on 
New  Y<rrk  funds,  which,  it  is  estimated, 
will  yield  the  mines  approximately 
$1,500,000  over  and  above  the  amount 
that  would  otherwise  be  received  from 
the  year’s  output.  Dividend  payments 
by  the  three  active  mines  in  the  Porcu- 


pine district  for  the  first  half  of  the 
year  aggr^ated  $2,175,361,  making  the 
total  since  production  began  ten  years 
ago  $20,282,017.  With  the  additional 
$246,000  which  the  Bollinger  is  to  dis- 
burse on  Aug.  12,  the  total  dividend  pay- 
ments of  that  company  alone  will 
amount  to  $15,328,000. 

Thanks  to  a material  reduction  in  both 
wages  and  materials,  together  with  the 
firmer  market  obtaining  for  silver,  a 
marked  improvement  is  also  to  be  noted 
in  the  condition  of  the  silver  mining  in- 
dustry of  the  Cobalt  district.  Dividend 
payments  by  the  mines  in  this  district 
during  ttie  half  year  ended  June  last 
amounted  to  $1,030,000,  making  the  total 
since  production  began  sixteen  years  ago 
$83,531,866. 

It  will  be  seen  that  dividend  payments 
during  the  half  year  by  the  gold  and 
silver  mines  of  Northern  Ontario 
amounted  to  over  $3,200,000. 

" The  Street  ” is  much  interested  in 
the  financing  which  the  Provincial  Gov- 
ernment of  Ontario  will  have  to  under- 
take within  the  next  few  months.  Owing 
to  the  necessity  of  securing  funds  for 
the  development  of  hydro-electric  enter- 
prises, the  construction  of  good  roads 
and  the  meeting  of  other  incidental  ex- 
penditures, the  Government  has  for  sev- 
eral months  been  issuing  Treasury  notes 
of  six  to  twelve  months’  maturity.  This 
began  in  the  Spring,  and  only  a few 
weeks  ago  $10,000,000  worth  were  issued 
in  this  way.  Bond  dealers  estimate  that 
the  total  amount  now  outstanding  in  se- 
curities of  this  description  amount  to 
over  $40,000,000.  Originally  it  was  the 
intention  of  the  Government  to  nego- 
tiate a substantial  loan  on  the  New  York 
market,  but,  concludiog  that  an  easier 
market  might  obtain  in  the  Fall,  finally 
resorted  to  the  issuing  of  Treasury  notes 


in  order  to  relieve  their  immediate  ne- 
cessities, leaving  till  later  the  flotation 
of  an  ordinary  loan.  In  the  meantime 
the  Treasury  notes  arc  costing  them 
about  6%  per  cent.  Substantial  amounts 
of  these  Treasury  note.s  are  understood 
to  have  been  absorbed  by  American 
funds,  which,  pending  a modification  of 
the  premium  on  New  York  funds,  are 
being  held  on  deposit  in  Canadian  banks. 
The  total  amount  of  the  American  funds 
thus  held  on  deposit  here  is  estimated  to 
run  from  $100,000,000  to  $125,000,000. 
In  addition  to  the  Treasury  notes,  matur- 
ing a few  months  hence,  there  are  cer- 


tain loans  which  the  Government  will 
have  to  refund. 

Although  no  definite  arrangement  has 
yet  been  made  for  adjusting  the  diffi- 
culty with  certain  municipalities  in  the 
Province  of  Saskatchewan  that  have  de- 
faulted payment  of  interest  and  princi- 
pal on  bonded  indebtedness,  it  is  learned 
from  an  authoritative  source  that  a dis- 
position is  now  being  manifested  for  i 
" get  together  " on  the  part  of  the  Pro- 
vincial Government,  investors  and  bond 
dealers,  in  order  to  discuss  ways  and 
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THE  ANNALIST 


The  Need  for  an  International  Budget 


W = get  syatem,  ad- 
i justment  of  the 
I exchanges  would 
= appear  to  be  im- 
r poasiblc.  With 

, = ample  businesa 

fe/riHriiiiiiti|iiiii|ijiii^  justification  we 


much  I 

cised  over  the  problem  of  disarma- 
ment of  the  great  nations.  It  is  equally 
important  that  some  agreement  should 
be  reached  with  regard  to  the  affairs  of 
the  States  of  Balkanizcd  Europe.  Busi- 
ness and  Government  are  pulling  in  op- 
posite directions.  Outside  this  country, 
Governments  are  guided  almo.st  entirely 
by  political  considerations.  Expenses 
are  incurred  and  currency  issued  in  the 
effort  to  meet  such  expenses  with  the 
most  meagre  regard  to  business  inter- 
ests. How  could  a corporation  proceed 
if  one  of  its  Directors  for  purposes  out- 
side its  busines.s  were  authorized  to  is- 
sue in  ^its  name  unlimited  accommoda- 
tion bills?  Yet  that  is  precisely  what 
is  occurring  in  Europe.  Budgets  are 
mode  in  an  effort  to  cover  costs  already 
incurred.  The  total  yield  of  every  pos- 
sible avenue  of  taxation  and  borrowing 
is  found  to  be  insufficient  Then  the 
printing  press  is  set  to  work  to  flood  the 
country — and  the  world,  so  far  as  it  can 
be  fooled — with  fresh  issues  of  irre- 
deemable paper,  Government  accommo- 
dation bills,  which  are  a first  charge  on 
the  industry  of  the  country.  What  won- 
der that  busine-ss  is  throttled.  If  ex- 
penditure on  armaments  needs  checking, 
iiurcly  the  same  arguments  will  apply 
to  the  unrestrained  issue  of  paper  cur- 

Tho  currency  of  a country  issued  by 
its  Government  bears  a small  propor- 
tion to  the  whole  moss  of  instruments  of 
exchange  that  result  from  banking.  But 
there  is  this  difference,  the  instruments 
i.s.sued  by  banks  represent  realized  ex- 
changeable wealth,  while  the  Govern- 
ment issues  are  pure  adulteration  of  the 
mass  of  genuine  instruments.  They  are 
a floating  charge  on  the  whole  of  the 
as.scts,  and  mostly  a floating  charge  is- 
sued not  for  fresh  capital  expenditure, 
as  in  the  case  of  a corporation,  but  to 
cover  losses  already  incurred. 

Any  one  familiar  with  stock  exchanges 
knows  that  a purchase  or  sale  of  6 per 
cent,  of  the  whole  of  any  issue  will  very 
frequently  have  the  effect  of  raising  or 
depressing  the  price  considerably  more 
than  6 per  cent.  Thus  results  arc  by  no 
means  pro  rata.  It  is  the  same  with 
international  exchange.  Of  necessity 
there  is  speculation  in  exchange,  but  the 
rates  do  not  rise  and  fall  in  proportion 
to  the  whole  bulk  of  trade,  but  in  pro- 
portion to  the  margin  of  exchange  dealt 
with  on  the  speculative  market.  Un- 
doubtedly such  information  as  is  obtain- 
able regarding  the  whole  bulk  of  trade  is 
used  as  a bull  or  bear  point  in  such 
speculation,  but  the  actual  results  are 
rarely  representative  of  the  conditions  of 
trade.  There  are  economists  who  al- 
lege that,  according  to  the  quantity 
theory,  if  the  supply  of  money  is  doubled 
prices  will  increase  100  per  cent.  Theo- 
retically this  may  bold,  but  in  practice, 
prices  easily  can  be  raised  100  per  cent, 
if  the  supply  of  money  is  increased  even 
as  little  as  5 per  cent.  When  we  realize 
this  we  comprehend  the  mischief  that  is 
being  worked  by  the  unchecked  issue  of 
paper  currency  by  the  new  mushroom 
States. 

But  a few  years  have  elapsed  since 
the  great  powers  of  Europe  were  able 
to  insist  on  the  presence  of  a “Pinan- 
cio]  Adviser  ” in  certain  State  capitals. 
His  consent  was  necessary  to  all  finan- 
cial transactions.  The  affairs  of  Tur- 
key, of  Greece  and  of  Egypt  were  su- 
perintended in  this  way.  And  there  were 
others.  Therefore  there  is  no  lack  of 
precedents  for  interference.  The  first 
steps  were  taken  by  causing  a realiza- 
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tion  of  the  advantages  of  a gold  coin- 
age. Gold  was  advanced  for  this  pur- 
pose on  conditions  that  admitted  of  out- 
side regulation  of  tne  cuiTency  of  the 
debtor.  If  this  condition  should  recur, 
the  United  States  of  America,  by  rea- 
son of  its  immense  holdings  of  that 
metal,  would  be  in  a position  to  fix  the 
terms.  Unfortunately  there  is  at  pres- 
ent insufficient  recognition  of  the  im- 
mense gap  that  has  been  created  'be- 
tween present  conditions  and  the  re- 
sumption of  a gold  basis  by  the  Euro- 
pean States.  It  is  doubtful  if  ever  be- 
fore in  all  history  there  existed  such  a 
gap.  The  width  is  too  great  to  bridge 
by  any  of  the  methods  that  have  suf- 
ficed in  earlier  times.  Barring  unfore- 
seen contingencies,  matters  will  right 
themselves  in  the  course  of  time.  But 
that  time  will  be  quite  long  enough  to 
afford  opportunities  for  the  arising  of 
many  unforeseen  contingencies.  Mean- 
while the  matter  is  urgent.  Every  little 
movement  in  the  direction  of  the  status 
quo  ante  bellum  is  hopefully  interpreted 
as  the  beginning  of  a movement  that 
will  mark  an  uninterrupted  process  of 
return  to  “ normalcy."  There  are  a 
great  many  who  are  in  a position  to 
profit  by  a shoit  turn  in  the  market  and 
are  therefore  interested  in  propagating 
this  idea,  but  the  wiser  and  more  pa- 
triotic, knowing  that  the  end  is  not  yet, 
keep  their  own  counsel. 

T has  been  suggested  that  Germqn  paper 
•*-  currency,  the  limit  of  which  is  un- 
known, is  being  sold  in  this  country  to 
raise  the  periodical  sums  necessary  for 
the  payment  of  indemnities.  Such  is- 
sues are  nothing  else  than  accommoda- 
tion bills  of  exchange  and  have  pre- 
cisely the  effect  on  business  that  such 
a value  in  accommodation  bills  would 
have,  by  whomsoever  issued.  In  taking 
American  money  out  of  the  country  the 
process  is  as  effective  as,  and  at  the 
same  time  more  convenient  and  expedi- 
tious than,  the  floating  of  loans.  In 
such  a connection  when  one  speaks  of 
taking  American  money  out  of  the.coun- 
try,  the  implication  does  not  relate  to 
American  gold  or  Government  currency. 
The  method  of  transmission  would  be 
by  commercial  bills  bought  with  the  pro- 
ceeds. The  chances  of  the  redemption 
of  such-  notes  are  just  as  good  as  the 
chances  of  the  redemption  of  a regularly 
floated  loan,  when  the  transaction  is  the 
work  of  a competent  body  of  rulers. 
The  chances  of  their  redemption  at  a 
premium  is  somewhat  greater.  The  spec- 
ulation is  wider  in  range  and  marks  can 
be  dealt  with  in  smaller  amounts  than 
bond  issues.  Unfavorable  comment  is 
also  avoided.  Of  coarse,  there  are  possi- 
bilities of  a crisis  in  which  such  notes 
might  rank  with  Confederate  notes  of 
the  sixties.  There  might  also  be  a re- 
call of  all  notes  of  certain  issues  withid 
a period  during  which  it  might  be  dif- 
ficult to  market  them  with  sufficient 
speed.  After  the  stated  date  they  would 
cease  to  be  legal  tender.  Such  a condi- 
tion of  affairs  has  a fair  number  of 
precedents.  German  States  in  the  past 
have  been  known  to  strictly  construe 
such  regulations.  Some  of  us  can  recall 
technical  failures  in  the  exploitation  of 
franchises  of  public  utilities  in  Germany 
that  have  resulted  in  the  complete  loss 
of  the  shareholders’  money.  But  much 
depends  on  the  circumstances  of  the 
time.  Under  present  conditions  Ger- 
many is  recovering  her  commercial  posi- 
tion so  rapidly  that  it  is  well  within  the 
bounds  of  probability  that  all  dealings 
in  German  business  will  become  profit- 
able unexpectedly  early.  Under  such 
circumstances  the  number  of  highly  in- 
telligent men  in  that ' country  would 
easily  recognize  the  wise  course. 

The  case  is  different  with  the  crowd 


of  mushroom  States  set  up  by  the  Treaty 
of  Versailles.  They  are  governed  by 
men  with  little  experience  of  affairs, 
men  with  grandiose  political  conceptions 
and  practically  no  business  perception. 
They  imagine  there  Iq  no  limit  to  the  is- 
sue of  paper  currency  and  carry  on  their 
so-called  Governments  regardless  of  eco- 
nomic restrictions.  While  this  country 
is  fiercely  debating  the  economic  wisdom 
of  maintaining  an  army  larger  than 
150,000,  petty  European  States  have 
each  of  them  under  arms  five  times  that 
number  of  soldiers.  It'does  not  occur  to 
their  rulers  that  there  is  about  as  much 
chance  of  financial  stability  under  such 
circumstances  as  if  a single  one  of  our 
poorer  Southern  States  undertook  to 
maintain  the  military  outfit  now  sup- 
ported by  the  entire  United  States. 

Some  people  might  imagine  that  the 
issue  of  paper  currency  in  other  coun- 
tries is  not  our  affair,  that  it  toids  to 
adjust  itself.  It  does  tend  to  adjust  it- 
self, but  not  until  after  the  mischief  is 
done.  Any  banker  knows  the  effect  of 
accommodation  bills  getting  into  circu- 
lation. The  restraint  of  their  issue  is 
every  one’s  affair.  It  is  unfair  trading 
and  an  injury  to  every  one  .who  trades 
fairly.  The  limitation  of  unsecured 
paper  currency  in  other  countries  is  not 
one  whit  less  important  to  us  than  the 
limitation  of  armaments.  In  limiting  ar- 
maments we  strive  to  provide  against 
violent  attack,  but  in  limiting  unsecured 
paper  currency  we  strive  to  provide 
against  a more  insidious  form  of  at- 
tack. We  claim  to  prevent  burglary, 
but  overlook  embezzlement  Our  safe 
may  be  emptied  by  privileged  customers 
even  more  effectually  than  by  a forcible 
hold-up. 

Prior  to  the  war  there  existed  the 
Latin  Union,  composed  of  the  five  Gov- 
ernments of  France,  Italy,  Belgium, 
Switzerland  and  Greece.  These  five 
countries  agreed  to  make  their  silver 
coinage  interchangeable.  That  is  to  say 
any  silver  coin  of  any  of  the  five  was 
good  for  its  face  value  in  the  other  four 
countries.  This  was  an  immense  con- 
venience to  travelers  and  business  men. 
At  that  time  the  intrinsic  value  of  silver 
coins  was  about  SO  per  cent,  of  their  cur- 
rency value,  so  that  the  fabrication  of 
genuine  silver  coins  was  extremely  prof- 
itable. By  fixing  the  proportions  of  sil- 
ver coinage  to  be  minted  in  each  country 
the  bargain  was  made  approximately 
equitable.  An  exact  mathematical  pro- 
portion could  never  be  obtained,  whether 
calculated  in  reference  to  population, 
turnover  or  on  any  other  basis,  but  the 
international  agreement  was  easily  based 
on  some  facts  that  afforded  a basis  so 
nearly  equitable  as  to  make  the  conven- 
ience far  outweigh  any  other  considera- 
tion. A periodical  revision  was  also 
available  to  meet  changing  circum- 
stances. Silver  money  or  any  token 
money  only  differs  from  Government 
paper  currency  to  the  extent  that  the 
profit  on  its  issue  is  not  so  great  as  on 
paper  currency.  Otherwise  both  issues 
operate  in  the  same  way.  They  are  both 
tokens.  They  are  not  commodities  like  a 
currency  whose  face  value  coincides  with 
its  intrinsic  value. 

What  was  possible  in  regard  to  a sil- 
ver token  currency  is  equally  possible  in 
regard  to  any  other  token  currency.  Let 
all  existing  Governments  lay  their  cards 
on  the  table,  explaining  their  estimated 
expenditure  and  showing  how  it  is  pro- 
posed to  he  met  If  by  taxation,  there 
is  an  end  to  the  matter.  If  by  loans, 
the  loans  should  approve  themselves  to 
the  Council  charged  with  the  investiga- 
tion. Countries*  willing  under  those  cir- 
cumstances to  lend  the  needful  funds 
will  do  so  with  full  knowledge,  the  dis- 
approval having  been  given  the  widest 
publicity.  If,  however,  it  is  proposed  to 


issue  unsecured  paper  currency,  ways 
and  means  should  be  devised  to  compel 
the  country  to  adopt  one  of  the  other  two 
methods,  or  to  declare  itself  insolvent. 
In  the  last  case  its  affairs  should  become 
an  international  business.  Its  doors 
should  be  as  effectually  closed  as  if  it 
were  an  insolvent  bank.  The  business 
world  at  large  has  as  much  ri^t  to 
protection  in  that  respect  as  any  smaller 
community.  A State  whose  affairs  are 
hopeless  should  6c  abolished  as  an  inde- 
pendent unit  and  annexed  or  federated 
to  some  neighboring  State,  precisely  as 
a small  insolvent  business  is  absorbed  by 
a larger  sound  undertaking,  to  the  ad- 
vantage of  both.  The  civilized  world 
cannot  tolerate  longer  petty  States  that 
are  nothing  less  than  subsidized  bonds 
of  brigands  secretly  pledged  to  do  the 
bidding  of  some  greater  power.  Such  a 
condition  is  a ^revival  of  mercenary 
armies  under  the  disguise  of  so-called 
self-determination.  To  be  allowed  to 
exist  as  a separate  undertaking  a State 
must  demonstrate  its  capability  to  run 
on  a business  basis.  Every  State  com- 
petent to  demonstrate  this  capacity  has 
a right  to  demand  that  others  should  do 
the  same.  Those  who  set  up  this  crowd 
of.petty  States  in  Eastern  Europe  must 
take  the  responsibility  of  bringing  them 
into  line  commercially.  We  have  a right 
to  insist  on  this.  It  is  about  all  we  have 
a right  to  insist  on.  But  after  that  few 
difficulties  would  remain.  It  is  a case  of 
business  before  polities. 

This  is  a matter  for  men  of  very  large 
affairs,  representative  of  every  compe- 
tent State,  men  whose  integrity  is  be- 
yond question,  men  who  could  be  relied 
upon  to  forego  any  transient  advantage 
to  themselves  or  their  private  under- 
takings for  the  sake  of  the  far  more 
important  business  of  the  world  at  large, 
knowing  full  well  that  in  the  long  run, 
and  not  a very  long  run  at  that,  it  is 
better  for  the  majority  that  business 
should  be  conducted  openly  and  hon- 
estly. Hen  engaged  in  military  or  dip- 
lomatic undertakings  should  find  em- 
ployment elsewhere. 


TT  is  worse  than  useless  to  flatter  our- 
'selves  that  things  are  getting  better. 
One  can  make  statistical  curves  showing 
that  the  falling  off  in  exports  or  in 
some  other  form  of  bosinees  is  decreas- 
ing. Of  course  it  is.  Nothing  can  fall 
indefinitely.  When  a market  breaks  the 
drops  must  inevitably  tend  to  riiTniniah 
relatively,  otherwise  the  stock  would  be 
annihilated.  These  peoples  whose  af- 
fairs can  be  shown  to  be  not  going  to  the 
dogs  at  the  same  rate  as  last  year  or 
lOst  month  must  live  somehow,  and  for 
that  reason  the  rate  of  fall  must  show 
a diminution,  but  that  is  not  evidehM 
that  they  will  rise  again  under  *nrii>tinp 
conditions.  We  are  wasting  time  in  fev- 


I Interesting 
Comparisons 

IT  frequently  happens  that 
much  that  is  Interesdog  and 
valuable  can  be  obtained 
by  requesting  your  invest- 
ment bankers  to  prepare 
statements  comparing  the 
security,  earaings,  equity, 
etc.,  of  the  bonds  and  notes 
you  hold  with  others  of 
recognized  merit. 


A.  B.  Leach  Sl  Co.,  Inc. 

Imalmtnl  Steariliit 

62  Cedar  Street,  New  York 
105  S.  La  Sella  St.,  Chicago 
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iu-e  against  us.  A few  have  wares  to 
erish  efforts  to  boost  when  the  facts 
peddle  that  can  be  profitably  disposed 
of  during  a temporary  revival  brought 


about  by  such  efforts,  but  these  are  not 
true  patriots.  The  best  men  know  that 
for  permanent  good  to  accrue  nothing 
short  of  international  effort  is  of  any 


use.  The  civilixeti  world  has  become  a 
single  trading  community  and  must  be 
so  regarded.  A few  countries,  notably 
our  own,  might  contrive  to  exist  pretty 


comfortably  in  isolation,  but,  oven  here, 
fow  of  US  desire  that  alternative  so  long 
as  there  is  a possibility  of  an  interna- 
tional life. 


The  Problem  of  Reducing  the 


Tax  Exempt  Evil 


By  N.  F.  Ross,  C.  P.  A. 


This  is  tht  second  and  conc/udinp 
article  by  Mr.  Ross  on  fa^otton 
problems,  especially  these  occasioned 
by  siempt  senm'tiVs.  In  his  pre\>ious 
article  he  called  attention  to  the  bill 
of  Representative  touts  T.  ,WeFod- 
den  proposing  a fwcjiticfA  aniend- 
tnent  to  the  Constitution  providing 
recipiveal  tcuring  power  for  the  Fed- 
eral and  State  Governments.  The 
bill  is  nou'  in  comim'ffcc. 

NSTITUTIONAL 
amendments  are  not 
railroaded  through 
two  houses  of  Con- 
gress and  tlie  bi- 
cameral legislature.^ 
of  thirty-six  States 
overnight.  It  may 
take  five  years  be- 
fore the  last  neces- 
sary vote  is  gained.  Then  for  five  years, 
the  present  evils  caused  by  the  existence 
of  prinleged  tax-exempt  securitie.s  will 
remain  uncured,  and  may  possibly  be 
aggravated.  Can  nothing  be  done  pend- 
ing final  enactment  of  the  amendment 
to  mitigate  the  situation?  Cannot,  at 
least,  the  advantage  enjoyed  by  State  se- 
curities be  reduced  in  .«ome  slight 
measure? 

Official  reports  or  other  exprc.<sion 
from  the  present  Administration  make 
no  mention  of  any  schemes  aimed  in  that 
dirretion.  But  prerious  secretaries  of 
the  Treasury  were  more  resourceful  and 
persistent  on  that  score.  Several  devices 
were  urged  by  them  upon  Congress  in 
their  time.  To  all  the  proposals  Con- 
gress, however,  remained  indifferent.  No 
public  discussion  in  opposition  to  or 
criticism  of  these  schemes  appears  in  of- 
ficial records.  So  we  have  no  inkling  as 
to  the  cause  of  their  inaction  or  the 
nature  of  their  opposition,  other  than 
general  inertia. 

Before  the  pending  revenue  bill  is 
whipped  into  final  shape,  it  is  not  pos- 
sible that  these  schemes  may  be  revived 
and  forced  again  upon  the  attention  of 
Congress.  And  in  the  present  great  need 
for  funds,  the  feasibilityof  these  methods 
and  the  present  popular  desire  to  dis- 
lodge this  special  class  of  income  from 
its  .shelter,  one  of  these  schemes  may 
finally  commend  itself  to  our  legisla- 
tors. 

The  most  extreme  proposal  was  made 
by  Secretary  Gleiss  in  his  report  for 
1919.  Under  a schedule  of  progressive 
taxation,  exempt  Income  is  automatically 
excluded  at  the  highest  rates.  It  oper- 
ates as  though  the  total  income  of  a 
given  taxpayer  were  arranged  into  ap- 
propriate surtax  classes  and  then  an 
amount  equal  to  the  exempt  income 
crossed  out  at  the  highest  rates.  Mr. 
Glass  proposed  that  instead  of  striking 
out  these  amounts  at  the  highest  rates, 
they  be  stricken  out  at  the  lowest  rates. 
Thus,  assume  that  a taxpayer  derives 
an  income  of  $200,000  from  two  sources, 
industrial  bonds  and  municipal  bonds, 
This  would  be  listed  as  follows  for  tax 
purposes  (normal  taxes  being  ignored) : 
Industrial  (at  rates  Income.  Surtax, 
graduallyrising  from 
1 to  48  per  cent). .$100,000  $23,510 
Municipal  (rates  52 
and. 56  per  cent.) .. . 100,000  54,000 

Total  $200,000  $77,510 

It  will  be'  observed  that  fully  taxable 
income  of  $200,000  would  pay  $77,610  in 
surtaxes.  But  under  the  present  law,  if 
$100,000  is  exempt  income,  $54,000  is  de- 
ducted. And  the  recipient  of  this  income 
is  burdened  with  a tax  of  only  $23,510. 
Under  ex-Secretary  Glass’s  proposal  the 
proces.«  would  be  reversed.  The  first  line, 
calling  for  $23,510,  would  be  eliminated, 
and  the  tax  levied  would  be  $54,000. 


This  would,  of  cour.se,  still  leave  some  of 
the  pre.sent  advantage  to  the  taxpayer, 
but  it  would  reduce  it  considerably,  and 
afford  the  Unite<l  States  some  revenue. 

Ex-Secretary  Glass’.s  view  was  that  the 
present  method  of  excluding  " exempts  " 
from  the  calculation  violated  the  basic 
notions  of  progressive  taxation.  His  be- 
lief was  that  it  was  not  necessary  to  ig- 
nore entirely  the  existence  of  a tax- 
payer’s non-taxablc  income.  The  fact 
that  there  was  other  income  non-taxable, 
.should  be  con.«idcrcd  in  the  arrangement 
of  the  total  income  and  the  classification 
of  that  part  which  was  taxable.  Any 
other  approach  simply  blinked  the  facts 
and  abetted  a species  of  tax  evasion  on 
truly  taxable  income. 

“ It  is  intolerable,"  he  said,  “ that  tax- 
payers should  be  allowed,  by  purehase  of 
exempt  securities,  not  only  exemption 
with  respect  to  the  income  derived  there- 
from, but  to  reduce  the  supertaxes  upon 
their  other  income,  and  to  have  the  su- 
pertaxes on  that  other  income  deter- 
mined upon  the  assumption,  contrary  to 
fact,  that  they  are  not  in  possession  of 
income  derived  from  State  and  municipal 

A NTICIPATING  criticism  on  grounds 
of  the  possible  unconstitutionality  of 
this  proposal,  Mr.  Glass  continued,  “The 
proposal  is  not  to  tax  the  income  derived 
from  State  and  municipal  securities,  but 
to  prevent  evasion  of  the  tax  in  respect 
to  other  income.  The  principles  involved 
are  abundantly  established  in  the  de- 
cisions of  the  Supreme  Court  sustaining 
taxes  upon  corporations,  bank  stock,  £c., 
computed  after  taking  into  account  in- 
come derived  from  Government,  State 
and  municipal  bonds." 

In  defense  of  the  Glass  proposal  on  the 
legal  side,  other  parallels  have  been 
offered.  Thus,  although  it  is  admitted 
that  Congress  may  not  tax  income  from 
State  and  municipal  bonds,  it  is  sug- 
gested that  it  may  nevertheless  take  cog- 
nizance of  its  existence  in  the  follovring 
manner.  For  instance,  it  offers  exemp- 
tions to  taxpayers  up  to  $2,000  of  income, 
plus  certain  minor  sums  for  dependents. 
May  it  not  provide  that  non-taxable 
income,  if  any,  be  deemed  income  that 
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means  for  relieving  a situation  which 
has,  during  the  la.st  year  or  two,  been  a 
source  of  worry  to  all  concerned.  The 
defaulting  municipalities  are  from  eight 
to  ten  in  number.  But  while  this  is 
small,  when  the  fact  is  taken  into  con- 
sideration that  there  are  over  400  in  the 
province,  yet,  on  the  other  hand,  their 
indebtedness  .is  in  proportion  greater 
than  their  number  as  compared  with  the 
total  number  of  municipalities.  In  the 
meantime  their  defaulting  naturally 
tends  to  weaken  the  credit  of  the  other 
municipalities  in  Saskatchewan. 

In  response  to  representations  by 
business  men  in  all  parts  of  the  Domin- 
ion, the  Hon.  F.  B.  Carvell,  Chairman 
of  the  Board  of  Railway  Commissioners, 
has  issued  a statement  in  which  he  an- 
nounces that  " now  thaf  wages  are  being 
reduced  it  was  inevitable  that  freight 
rates  should  also  come  down."  It  is  the 
general  opinion  that  the  excessive  freight 
rates  obtaining  are  serving  as  a brake 
upon  business.  In  the  meantime  earn- 
ings of  the  railways  are  declining,  the 
total  of  the  three  main  systems  for  July, 
amounting  to  $23,069,878,  being  less  than 


may  be  considered  in  determining  the 
amount  to  be  taxed?  To  illustrate,  a 
citizen  has  income  as  follows: 


Non-taxnblc  $2,000.00 

Taxable  3,000.00 

Total  $6,000,00 

Under  present  rules  he  would  be  taxed 

as  follows: 

Taxable  $3,000.00 

Less  exemption 2,000.00 

Taxed  $1,000.00 

It  is  suggested  that  he  could  consti- 


tutionally be  taxed  on  $3,000,  the  spe- 
cific exemption  of  $2,000  being  applied 
against  the  legally  exempt  income. 

Similarly,  where  taxation  follows  a 
progressive  scale,  it  is  argued  that  the 
existence  of  lower  rate-s  has  the  effect 
of  giving  a partial  exemption  from 
higher  rates,  in  recognition  of  a limited 
total  income.  That  part  of  income  is 
legally  of  a non-taxable  nature  docs  not 
alter  the  fact  that  rates  are  progressive 
only  in  view  of  increasing  ability  to  pay 
as  income  increases— rates  mounting  as 
the  total  mounts.  Income  from  any  one 
of  the  sources  is  equally  and  interchange- 
ably available  for  all  the  purpose.s  of 
life.  Congress  has  no  constitutional  duty 
to  give  exempt  income  any  favored  place 
in  the  schedule.  By  placing  it  in  less 
favorable  positions,  it  is  not  thereby 
taxing  it  It  would  be  simply  providing 
that  the  place  of  taxable  income  shall  be 
dependent  upon  the  amount  of  a tax- 
payer's non-taxable  income.  The  greater 
the  amount  of  non-taxable  income,  the 
higher  the  rate  on  his  taxable  income. 
That  would  obey  the  constitutional  re- 
quirement for  treating  all  taxpayers  in 
the  same  position  equally  and  would  not 
result  in  a classification  that  could  fairly 
be  called  arbitrary  or  capricious. 

His  successor.  Secretary  Houston,  did 
not  adopt  Mr.  Glass's  scheme  whole  and 
in  his  report  to  Congress  there  appeared 
only  a somewhat  moderated  edition  of  it 
It  was  an  average — a midway  scheme, 
placing  "tax-exempts"  at  neither  the 
lowest  nor  the  highest  bracket  It  placed 
a portion  of  it  in  all  the  brackets.  The 
tax  was  to  be  calculated  first  as  though 
all  income  were  taxable,  and  the  tax  pro- 


in  Canada 

during  the  corresponding  month  of  1920 
by  $3,336,000. 


rpHE  Guaranty  Trust  Company  of 
New  York  has  been  appointed  Trans- 
fer Agent  of  stock  of  the  Belgian-Amer- 
ican  Coke  Ovens  Corporation,  consisting 
of  100,000  shares  of  preferred  stack,  par 
value  $100,  and  200,000  shares  of  com- 
mon stock,  without  nominal  or  par 

The  United  States  High  Speed  Steel 
and  Tool  Corporation  have  increased 
their  capital  from  150,000  shares  capital 
stock  to  200,000  shares  common  stock, 
no  par  value,  and  32,000  shares  pre- 
ferred stock,  par  valu<$50.  The  Guaranty 
Trust  Company  of  New  York  has  been 
appointed  Transfer  Agent  for  the  in- 
crease. 

The  New  York  Trust  Company  has 
been  appointed  Trustee  under  In- 
denture of  the  Cincinnati  Gas  and  Elec- 
tric Company,  dated  Aug.  1,  1921,  given 
to  secure  an  issue  of  $6,000,000  par  value 
convertible  8 per  cent,  secured  gold  note.s 
due  Dec.  1,  1922. 


duced  by  this  calculation  was  to  be  cut 
in  proportion  that  exempt  income  bore  to 
all  income.  The  Houston  scheme  would 
operate  as  follows,  using  the  same  tax- 
payer and  the  same  income,  that  was  as- 
sumed above. 

Of  which 
Total  Exempt 
Income.  Surtax.  B07r. 
Taxable  Int. ..  .$100,000  $23,610  $11,756 
Non-toxable  Int.  100,000  64,000  27;000 

Total  $200,000  $77,610  $38,766 

The  total  tax  calculated,  assuming  full 
taxability  under  present  rates  would  be 
$77,610.  This  will  be  reduced  by  60  per 
cent  to  $38,756. 

It  will  be  noted  that  these  suggestions 
make  no  distinction  between  outstanding 
issuc.s  and  new  issues  of  bonds.  The 
relative  effect  can  clearly  be  judged 
from  tho  following  table.  On  income  of 
$200,000,  of  which  onc-half  is  exempt,  we 
get  these  results: 


(1)  Fully  taxable $77,510 

(2)  Exempt — top  brackets  (pres- 
ent scheme)  23,510 

(3)  Exempt — lowest  brackets 

(Glass’s  plan)  54,000 

(4)  Exempt— distributed  all 

brackets  (Houston’s  plan) 38,765 


rpHE  above  illustration  does  not  really 
■k  show  the  maximum  amount  of  change 
that  can  be  effected  by  the  various  pro- 
posals considered— especially  the  Glass 
plan.  Thus,  a taxpayer  with  an  income 
of  $1,000,000  by  acquiring  municipal 
bonds  yielding  an  income  of  $100,000 
escapes  surtaxes  at  the  rate  of  66  per 
cent,  or  $65,000.  If  this  amount  could 
be  transferred  to  the  lowest  bracket, 
it  would  avoid  taxes  only  to  the  extent 
of  $23,510,  thus  adding  $41,490  to  the 
tax  bill  by  this  substitution.  For  by 
transferring  the  municipal  income  to  the 
lowest  bracket,  an  equivalent  amount  of 
taxable  income  is  displaced  and  forced 
into  the  highest  level — in  this  case,  as- 
sumed 66  per  cent 

The  above  methods  of  jockeying  ex- 
empt income  into  less  favorable  corners 
in  the  tax  schedule,  would  naturally  op- 
erate to  minimize  the  market  advantage 
from  exempt  issues.  But  it  can  hardly 
be  expected  that  this  advantage  can  ever 
be  reduced  to  such  a degree  by  any  of 
these  devices  so  as  to  make  the  choice 
between  toxables  and  non-taxables  im- 
material to  the  investor.  As  to  present 
holdings  of  municipals,  it  is  hardly  pos- 
sible to  have  any  adjustment  that  will 
make  to  an  investor’s  advantage  to  sell 
exempts  in  order  to  buy  taxablcs,  unless 
taxable  income  offered  is  very  high. 
But  it  will  achieve  something.  It  will  re- 
duce the  margin  of  market  advantage 
and  give  the  Government  revenue. 

There  is  another  proposal  aimed  to 
diminish  the  desirability  of  exempt  se- 
curities that  we  can  now  give  only  pass- 
ing mention.  It  forms  but  one  depart- 
ment of  a general  scheme  and  its  ap- 
plicability is  contingent  upon  the  com- 
plete adoption  of  this  scheme.  It  was 
sponsored  by  the  Tax  Committee  of  the 
National  Industrial  Conference  Board 
and  was  approved  also  by  Ex-Secretary 
of  the  Treasury  Houston. 

Under  its  terms,  annual  income  was  to 
be  classified  into  "saved"  and  “spent" 
Saved  income  was  to  be  taxed  under  one 
schedule  of  rates  and  spent  income  under 
another,  much  higher.  To  discourage 
the  purchase  of  “ exempts,”  income 
saved  but  reinvested  in  that  class  of  se- 
curities was  to  be  considered  "spent” 
and  taxed  accordingly. 

This  plan  presupposes  a radical  shift 
in  the  income  tax  thinking  underlying 
present  legislation  and  cannot  be  grafted 
on  the  present  structure  as  readily  as 
can  the  other  proposals  discussed  herein. 
Its  merits,  from  a social  standpoint, 
however,  are  many. 
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Past  Experience  Gives  Shipping  a Gloomy  Outlook 


By  S.  G.  Riggs 


■3,600,000  gross 
tons  of  idle  Shipping 
Board  tonnage  ere 
costing  the  taxpayer 
$650,000  a month, 
and  the  losses  from 
the  operation  of  the 
active  ships  are  esti> 
mated  to  be  $16,000^ 
000.  While  some  of 
these  losses  arc  due  to  inefficiency,  the 
underlying  cause  is  more  fundamental. 
Only  one*fourth  of  the  Government’s 
ships  arc  in  operation.  Vorious  esti- 
mates place  the  tonnage  tied  up  in  the 
world  ut  from  16  to  33  per  cent,  of  the 
total.  In  other  words,  we  are  in  the 
midst  of  the  worst  shipping  depression 
the  world  has  ever  known.  In  such  a 
situation  the  pertinent  question  is: 
“When  can  a decided  turn  for  the  better 
be  logically  expected?” 

Some  light  can  be  thrown  on  the  ques- 
tion by  considering  previous  periods  of 
reactionary  rates.  Since  1869,  the  earli- 
est date  for  which  good  quotations  exist, 
there  have  been  four  severe  shipping  de- 
pressions in  addition  to  the  present  one, 
as  will  be  seen  from  the  accompanying 
chart,  which  stops  at  1913,  because  later 
fluctuations  were  so  violent  as  to  ob- 
scure the  earlier  movements  on  a smaller 
chart:  (1)  After  the  panic  of  1873;  {2) 
in  the  mid-’80s;  (3)  after  the  crisis  of 
1890  and  the  European  depression  of 
1891-94,  and  (4)  after  the  Spanish- 
Ameriean  and  Boer  wars.  The  chart  is 
based  on  an  index  number  of  eight  rep- 
resentative trip  charter  rates:  (1)  Grain 
from  New  York  to  the  United  Kingdom; 
(2)  timber  from  United  States  Gulf 
ports  to  the  United  Kingdom  or  Conti- 
nent; (3)  cotton  from  United  States  Gulf 
or  South  Atlantic  ports  to  Liverpool;  (4) 
sugar  from  Java  to  the  United  Kingdom; 
(5)  rice  from  Burmah  to  Europe;  (6) 
jute  from  Calcutta  to  the  United  King- 
dom; (7)  coal  from  Cardiff  to  Singa- 
pore; and  (8)  coal  from  Cardiff  to  Ge- 
noa. The  average  of  the  high  and  low 
quotations — figures  at  which  business 
was  actually  done — for  1890-99  is  taken 
as  100.  This  base  corresponds  almost 
exactly  to  the  average  for  1911-13.  Since 
something  more  than  half  ^the  total 
weight  of  ocean  shipments  moves  at  trip 
charter  rates,  these  rates  can  be  taken 
as  characteristic  of  the  varying  fortunes 
of  shipping  in  general. 

The  most  striking  thing  about  the 
chart  is  that  prior  to  the  great  war  the 
trend  of  rates  was  decidedly  downward. 
While  prices  declined  until  the  mid-nine- 
tics  and  then  moved  slowly  upward, 
charter  rates  continued  to  touch  lower 
levels  until  in  1909,  when  the  low  point 
of  the  half  century  was  reached.  The 
decline  in  the  seventies  and  early  eighties 
was  due  to  falling  prices  and  the  in- 
creased use  of  steam  propulsion,  and  in 
the  late  eighties  and  early  nineties  to 
the  cheaper  iron  and  steel  hulls.  After 
the  wars  at  the  end  of  the  century  the 
pronounced  drop  is  partly  explained  by 
more  economic^  types  of  steamers  and 
the  improved  technique  and  equipment 
for  handling  vessels  in  port. 

The  short  period  of  prosperity  prior 
to  the  panic  of  1873  was  reflected  in 
charter  rates.  Sugar  from'  Java,  which 
had  moved  to  Europe  for  66s.  a ton. in 
1870,  touched  95s.  in  1871  and  115s.  in 
1873.  The  rate  on  rice  from  Burmah 
jumped  from  52s.  6d.  in  1870  to  102s.  6d. 
in  1873.  Other  rates  acted  likewise.  But 
in  1874  the  reaction  set  in  and  rates 
moved  almost  steadily  downward  until 
1879,  the  above  rates  touching  66s.  and 
30s.  respectively.  Throughout  the  five 
years  complaints  were  made  that  “ the 
excess  of  tonnage  weighs  heavily  on  the 
market,  and  this  state  of  things  promises 
to  continue  for  some  time”;  that  “the 
tonnage  afloat  exceeds  the  requirements 
of  the  carrying  trade  of  the  world,”  and 
that  " until  stuff  accumulates  at  the  ship- 
ping ports  there  is  no  chance  of  improved 
rates.” 


During  the  decade  ended  1880  the 
world’s  tonnage  increased  3.2  million 
gross  tons  to  20.0  million  tons,  a percent- 
age increase  of  only  19  as  compared  with 
26  in  the  .sixties.  However,  steam  tonnage 
reached  5.6  million  tons  in  1880,  or,  27 
per  cent,  of  the  total. 

After  several  years  of  slack  business 
in  all  the  principal  countries  of  the  world 
a short  revival  began  in  1678  and  1879. 
Charter  rates  ro.se  slightly,  but  soon 
began  a precipitate  and  continuous  drop 
lasting  for  seven  years,  at  the  end  of 
which  the  rate  on  sugar  from  Java,  which 
had  been  at  115s.,  touched  30s.,  and  that 
on  rice  from  Burmah,  which  once  was 
102s.  6d.,  was  only  27s.  6d.  These  rates 
are  chosen  for  citation  from  the  eight; 
the  others  acted  sympathetically. 

In  1883  it  was  stated  that  “ the  pres- 
ent position  is  a serious  one,  having  re- 
gard to  the  enormous  fleet  of  steamers 
afloat  and  building,  for  the  amount  of 
tonnage  in  competition  for  employment 
makes  it  pretty  certain  that  the  present 
otnte  of  things  must  last  for  a consider- 
able time  until  the  enormous  rate  of 
building  is  checked  and  owners  are  forced 
to  lay  up  boats  instead  of  running  them 

The  reference  to  “ the  enormous  rate 
of  building  ” is  borne  out  by  Lloyd’s 
figure  of  925,000  gross  tons  under  con- 
struction in  the  United  Kingdom  in  1882, 
the  earliest  year  for  which  such  data 
are  available.  But  with  the  slump  in 
rates  construcHon  was  checked,  and  on 
Sept  30,  1886,  totaled  only  360,000  tons. 

In  the  ’80s  the  world’s  tonnage  in- 
creased to  22.3  million  gross  tons,  or  11 
per  cent.,  as  compared  with  19  per  cent, 
m tlie  previous  decade.  The  American 
tonnage  registered  for  foreign  trade  had 
declined  by  1890  to  only  4 per  cent  of 
the  total  afloat. 

WHILE  business  in  America  recovered 
rapidly  after  the  brief  crisis  of  1884 
and  was  considered  good  in  1886,  the  long 
depression  in  England  did  not  end  untd 
1387.  Germany  and  France  also  experi- 
enced a moderate  business  revival  in  the 
late  '80s.  Shipping  responded  quick- 
ly. but  the  rise  in  rates  lasted  less  than 
four  years,  and  another  decline  set  in, 
to  be  stopped  only  by  the  Spanish-Amer- 
ican  and  Boer  wars.  ’ While  the  volume 
of  business  in  the  United  States  and 
Great  Britain  was  large  in  1890,  a finan- 
cial panic  following  the  failure  of  Baring 


Brothers  in  November  was  narrowly 
averted  by  vigorous  action  of  the  Bank 
of  England.  In  1891  a depression  in 
Europe  set  in  and,  intensified  by  poor 
harvests,  was  not  relieved  until  after  the 
middle  of  the  decade. 

As  usual,  rising  rates  stimulated  build- 
ing. Tonnage  under  construction  in  1886 
totaled  only  350,000  gross  tons,  the  low 
point  of  the  thi)^-nine  years,  1882-1921, 
but  by  the  third  quarter  of  1889  the 
figure  had  risen  to  930,000  tons. 

A T the  end  of  1892  it  was  .stated  that 
the  close  of  the  1891  season  gave  un- 
mistakable warning  that  a severe  depres- 
sion in  all  freights  had  commenced,  and 
the  broad  facts  of  an  unparalleled  over- 
production of  tonnage  indicated  most 
unmistakably  a long  continuance  of  bad 
trade  for  ships.  The  depression  which 
lasted  from  1884  to  18^  was  caused 
mainly  by  an  overproduction  of  tonnage 
during  1860  to  .>1883,  which  was,  how- 
ever, feeble  compared  with  the  reckless 
rate  of  overbuilding  during  1889  to  1892, 
both  years  included,  and  this,  with  the 
Baring  smash  to  intensify  the  inevitable 
evil  results,  points  to  a longer  conse- 
quent depression  than  that  which  lasted 
from  1884  to  1888.  The  rapidity  of  the 
collapse  during  the  last  year  has  far  ex- 
ceeded the  most  pessimistic  forecast. 
Directly  the  demand  for  tonnage  pro- 
duced by  the  unusually  large  grain  and 
cotton  crops  in  America  (which  alone 
saved  the  freight  market  during  the  Au- 
tumn of  1891 ) commenced,  to  subside, 
rates  dropped  ' pell-mell  ’ all  round,  both 
outward  and  homeward,  to  figures  which 
had  never  before  been  reached,  so  that  at 
the  present  time  it  is  impossible  to  find 
a round  voyage  in  any  direction  to  show 
a profit,  even  with  the  cheapest  and  most 
economical  boats  afloat.”  Though  writ- 
ten nearly  twenty  years  ago,  this  quota- 
tion fits  surprisingly  well  into  the  pres- 
ent situation. 

In  1894  a view  even  more  pessimistic 
was  taken:  " The  shipping  trade  of  1894 
opened  with  a faint  spurt  and  a feeble 
attempt  to  force  up  freights  and 
prices  of  steamers  on  the  strength  of  an 
anticipated  extensive  naval  program 
and  the  exaggerated  effect  of  the 
amount  of  work  to  be  ^ven  out  to  build- 
ers. The  movement  was  short-lived  and 
the  effect  on  prices  was  small,  and 
scarce  was  the  month  of  January  out 
when  the  recoil  set  in,  and  from  that 


time  the  year  dragged  on  in  a monot- 
onous similarity  with  iU  four  prede- 
cessors, vi*.:  a jiteady  course  of 
low,  unprofitable  freights  and  de- 
clining values  of  property  engaged. 
The  evil  effects,  however,  of  the  written- 
up  spurt  in  the  first  months  are  impor- 
tant as  shown  in  the  enormous  output  of 
new  tonnage,  interfering  strikes  notwith- 
standing. Over  1,000,00  tons  (gross)  of 
new  shipping  have  been  turned  out  dur- 
ing the  year,  in  face  of  the  fact  that  the 
carrying  work  to  be  done  waa  more  than 
fully  supplied  by  previously  existing  ton- 
nage without  a single  new  bottom.  Fur- 
ther, all  the  conditions  of  the  general 
trade  of  the  country  pointed  unmistak- 
ably to  a continued  want  of  life  and  ex- 
pansion, without  sign  of  having  touched 
the  end  of  the  declining  side  of  the  cycle. 

* • • The  philanthropy  of  this  great 
body  of  traders,  the  shipowners,  is  evi- 
dently inexhaustible,  for  after  five  years’ 
unprofitable  woik  their  energy  is  as  un- 
fagging as  ever,  and  the  amount  of  new 
tonnage  under  construction  and  on  order 
guarantees  a long  continuance  of  present 
low  freights  and  an  effectual  check 
against  increased  costa  of  overseas  car- 

rpHE  latter  prophecy  would  undonbted- 
ly  have  been  realized  but  for  the 
Spanish-American  and  Boer  Wars.  Our 
Govenunent  had  to  charter  foreign  ves- 
sels, after  having  requisitioned  all  suit- 
able American-flag  tonnage.  The  price 
of  cargo  vessels  was  forced  up  from 
£5  15s.  a deadweight  ton  to  £8  lOs.  and 
even  £9  within  the  year.  There  was  a 
rush  of  orders  for  new  tonnage.  While 
only  730,000  gross  tons  were  building  in 
the  United  Kingdom  at  the  close  of  1895, 
by  1898  this  amount  had  practically 
doubled  (1,400,000  tons). 

After  a slight  reces.rion  of  rates  in  the 
early  part  of  1899  the  Boer  War  broke 
out  in  October,  and  the  British  Govern- 
ment was  forced  eventually  to  charter 
2,000,000  gross  tons,  the  nearest  ap- 
proach to  the  wholesale  requisitioning 
during  the  Great  War. 

But  the  reaction  was  swift.  In  1901 
complaint  was  once  more  made  that  rates 
were  low,  “the  infallible  result  of  ovei- 
building  of  tonnage  during  the  perioil  of 
revival  in  trade  from  1897  to  1900  and 
accentuated  by  the  general  contraction  in 
volume  of  the  world’s  commerce.  A num- 
ber of  fine  craft  are  being  laid  up  and 
many  more  will  have  to  follow,  for  at  the 
figure.s  at  present  ruling  many  voyages 
do  not  pay  actual  outgoing  expenses, 
leaving  nothing  for  interest  and  depre- 
ciation ” — the  prototype  of  many  edi- 
torials today.  While  authentic  estimates 
of  the  surplus  of  tonnage  over  the  im- 
mediate trade  requirements  of  the  time 
are  lacking,  the  idle  tonnage  undoubtedly 
was  a greater  percentage  of  the  total 
than  in  previous  depressions.  As  a result 
rates  were  reactionary  for  eleven  years 
and  reached  the  lowest  point  since  steam 
came  into  general  use.  The  rate  on 
sugar  from  Java  to  Europe,  which  had 
been  as  high  as  115s.  in  the  seventies, 
touched  19s.  6d.,  and  that  of  rice  from 
Burmah,  which  had  been  as  high  as  102s. 
6d.,  16.S.  And  yet  in  the  decade  1900-16 
the  world’s  tonnage  increased  from  29.0 
million  to  41.9  million  gross  tons,  or  45 
per  cent,  the  largest  percentage  gain 
registered  during  any  ten-year  period. 
By  1910  steam  tonnage  bad  increased  to 
37.3  million  tons,  or  89  per  cent,  of  the 
total,  which  partially  explains  falling 
rates  in  a period  of  rising  prices. 

Rates  improved  slightly  in  1911,  and 
in  1912-13  touched  the  highest  level 
reached  since  1891.  In  1914  there  was  a 
small  recession,  and  then  they  sky- 
rocketed, as  is  shown  in  the  accompany- 
ing table. 

From  this  brief  account  of  the  vicissi- 
tudes of  shipping  between  1869  and 
1920  it  is  seen  that  previous  depressions 
(periods  of  declining  rates,  periods  in 
which  much  tonnage  was  idle)  have  last- 


Index  Number  of  Eight  Representative  Ship 
Charter  Rates,  1869-1920,  and  Tonnage 
Under  Construction  in  the  United 
Kingdom  at  End  of  Year. 


Year  Number 

1869  206 

1870  194 

1871  257 

1872  252 

1873  295 

1874  257 

1875  268 

1876  242 

1877  228 

1878  481 

1879  193 


1890 

1891 

1892 


1899 

1900 

1901 

1902 


Thousands  of 
Index  Gross  Tons 
Number  Building  Year 
121  ...  1903 

111  695  1904 

138  800  1905 

147  860  1906 

114  720  1907 

125  795  1908 

96  560  1909 

95  645’  1910 

95  660  1911 

87  730  1912 

87  780  1913 

91  996  ' 1914 

111  1,400  1916 

102  1,300  1916 

112  1,200  1917 

86  1,260  1918 

73  1,026  1919 


Thousands  of 
Index  Gross  Tons 
Number  Building 
76  900 

79  1,060 

76  1,350 

76  1,150 


76 


960 


65  766 

67  900 

69  1,130 

82  *1,446 

111 

100  *1,987 

106  *1,722 

323  *1,607 

634  *1,640 

1641 
2,492 

661  *2,536 

330  tS,578 


•Sept.  30.  fJune  30. 
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cd  from  five  to  eleven  years,  the  short- 
est one  occurring  when  steam  was  just 
come  generally  into  use  and  prices  wore 
falling  and  the  longest  one  in  a period  of 
rising  prices  when  steam  propulsion  was 
dominant  Shipping  men  have  never 
been  able  to  persuade  themselves  in 
periods  of  prosperity  that  good  times 
would  not  last  always.  Overbuilding  of 
tonnage  has  continually  occurred,  and,  as 
a result,  in  the  forty-five  years  before 
the  war  only  fifteen  were  so-called  good 
ones:  t%vo  poor  years  to  one  prosperous. 

What  of  the  present  situation?  The 
broad  facts  are  as  follows:  On  June  30, 
1914,  there  were  45.4  million  gross  tons 
of  steamers  in  the  world;  today  there 
ai'c  close  to  54. S million  tons,  a 20  per 
cent,  increase.  On  the  other  hand,  the 
quantity  of  cargo  moving  is  one-fourth 
less  than  in  1013,  as  has  been  proved  by 
a compilation  of  the  imports  and  exports 
of  twenty  leading  countries. 

Other  factors,  of  course,  have  to  be 
taken  into  consideration.  Part  of  the 
excess  of  tonnage  is  due  to  old  vessels 
being  carried  on  the  register.  Many  of 
these  ships  will  now  be  scrapped,  be- 
cause the  cost  of  sur\'ey  exceeds  the  value 
of  the  ship.  The  wooden  tonnage  of  the 
Shipping  Board,  totaling  more  than  760,- 


000  tons,  is  useless  for  all  practical  pur- 
pose.*;. Some  commodities,  as  coal,  move 
a greater  distance  overseas  titan  in  1913. 
A large  part  of  Europe’s  wheat  and 
grain,  which  formerly  came  overland  or 
by  short  sea  routes  from  Russia,  is  now 
carried  from  Australia,  Argentina  or 
North  America.  Furthermore,  tlie  opom- 
tion  of  ships  is  not  yet  so  efficient  as  in 
1913,  a longer  turnaround  requiring  mire 
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bottoms  to  do  the  same  amount  of  work. 
But  when  these  factors  have  had  suffi- 
cient weight,  it  is  still  evident  that  tlioro 
are  already  too  many  ships  for  tho  pres- 
ent diminished  trade  of  the  world,  and  in 
addition  on  June  30,  6.2  million  gross 
tons  were  under  construction  in  the 
world. 

There  is  small  likelihood  of  rates  tak- 
ing a pronounced  upward  swing,  because 
(1)  the  surplus  of  tonnage  is  so  largo  as 
to  preclude  such  a movement  for  many 
years;  (2)  operating  expenses  havo  and 
must  be  still  further  reduced,  and  (3)  the 
motor  ship  is  likely  to  drive  steam  off 
the  seas. 

From  what  has  already  been  said  the 
first  point  is  obvious  and  the  second  is 
easily  understood.  But  few  people,  how- 
ever, are  aware  of  the  third.  That  the 
Diesel-engined  carrier  is  the  most  eco- 
nomical type  of  vessel  afloat  is  proved 
by  the  fact  that,  whereas  thousands  of 
large  steamers  are  tied  up,  not  a large 
steel  motor  ship  is  idle. 

The  first  large  motor  vassel  was  built 
in  1912.  By  1920,  in  spite  of  the  war 
and  the  concentration  of  efforts  upon 
standard  types  of  ships,  there  were  109 
full-powered  motor  ships  over  2,000 
gross  tons  each,  aggregating  477,000 


gross  tons.  Early  in  1921  over  600,000 
gross  tons  were  actually  under  construc- 
tion, and  work  had  not  started  on  many 
vessels  ordered.  This  rapid  develop- 
ment is  due  to  tho  unquestioned  econo- 
mics of  the  Diesel-engined  carrier:  (1) 
Smaller  fuel  consumption  by  one-third; 
(2)  less  bunkers  necessary,  consequently 
more  deadweight  tonnage  for  cargo;  (3) 
more  cargo  space  due  to  smaller  engine 
room;  and  (4  ) smaller  engine  room  force 
necessary.  There  are  many  corollary 
advantages,  such  as  cooler  and  cleaner 
engine  room,  more  satisfied  crew,  larger 
cruising  radius,  which  enables  the  ship 
to  bunker  in  tho  cheapest  port,  &c.  These 
advantages  enable  the  motor  ship  to  op- 
erate at  from  10  to  30  per  cent,  less  than 
a similar-sized  steamship,  depending,  of 
course,  on  tho  routes  served. 

In  conclusion  it  may  be  said  that  ship- 
ping is  facing  a long,  severe  depression, 
with  little  chance  of  an  upward  move- 
ment of  rates  for  some  years.  In  the 
settlement  of  our  pressing  shipping 
problem  these  facts  and  projections  into 
the  future  have  a significant  bearing. 
While  the  United  States  possesses  many 
ships,  its  problem  is  whether  it  can  keep 
them,  particularly  through  tho  long  de- 
pression that  lies  ahead. 


Agricultural  Exports 


On  the  Upward  Trend 
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plaint  that  our 
export  trade  is 
still  declining, 
ther^  has  been 
a rather  decided 
_ turn  for  the 

^/ri|i|iin'iiitl|i|iii|ii^  better  since 
April  for  the 
staple  food  products  and  cotton. 

Taking  the  three  great  agricultural 
products,  breadstuffs,  meats  and  cotton, 
which  together  constitute  78  per  cent, 
of  our  agricultural  exports,  we  find  that 
in  normal  pre-war  times  there  was  al- 
ways a steady  decline  in  value  of  these 
exports  from  January  to  July,  then  a 
rapid  rise  to  October.  This  is  shown  in 
Chart  I.  The  same  downward  trend  is 


Total  Export  Value  of  Breadstuffs, 
Cotton  and  Meats,  by  Months 

.Average  1810-1914  Oonipared  With  1920-1021 


1921 


Jan.  90,162,907  289.689,846 
Feb.  70,778,312  227,866,318 
Mch.  62,837.767  298,890,077 
Apr.  50,208,507  205,743,483 
May  46,469,375  219.473.483 
June  35,521,629  172,447,300 
July  32,027,999  194,465447 
Aug.  43,159,468  163,550.529 
Sept.  80,359,585  183,919,664 
Oct.  108,431,862  258,346,875 
Nov.  110,545,547  226,667576 
Dec  116,190,769  237,713575 


181,588,941 

138594,581 

111,928546 

99,746532 

113595,795 

119588.650 


By  E.  E.  Montgomery 


Exports  of  Principal  Agricultural 
Products  Expressed  in  Value'  for 
Five-  Year  Pre-  War  Period,  for  1920, 
and  to  July  1,  1921 


shown  from  January,  1921,  but  the  up- 
turn in  value  came  this  year  in  May, 
three  months  before  the  upturn  in  pre- 

Chart  II.  shows  the  relative  exports  in 
recent  months  compared  with  the  same 


Relative  Exports  for  Each  Month 
Compared  With  the  Pre-War  Nor- 
mal for  Each  Month  on  a Percen- 


CHART  iL 


month  in  pre-war  years.  For  example, 
the  average  exports  of  wheat  for  July 
in  1910-14  is  taken  as  100,  while  the  ex- 
ports for  July,  1920,  is  416  on  the  same 
basis,  and  so  on  for  each  month.  This 
shows  that  the  exports  of  wheat  for  the 
crop  year  1920-21  have  averaged  about 
three  times  the  pre-war  average  for  each 
month  up  to  April.  Since  April  there 
has  been  a steady  relative  rise,  the  ex- 
ports for  June  being  almost  five  times 


pre-war  normal.  Pork,  the  principal 
meat  export,  after  a relative  decline  from 
December  to  February,  has  since  then 
shown  a steady  increase.  Cotton  has 
been  below  normal  since  last  August, 
but  there  has  been  a rapid  upward  trend 
for  May  and  June,  exceeding  for  both 
months  the  pre-war  average  for  these 
months. 

This  turn  in  exports  of  food  products 
and  cotton,  with  a,  steady  decline  in 
manufactured  goods,  may  indicate  the 
trend  of  future  European  demand.  Food 
and  raw  products  they  must  have,  and 
with  the  Russian  supply  cut  off  they 
will  come  to  the  United  States. 


Export  of  Cotton,  Wheat,  Pork  and 
Lard  from  the  United  States, 

r«rcenta«o,  lMO-1921  o(  Pre-War  Average 


COTTON  WHEAT  (1)POHK  (2)  LARD 
P.  C.  of  P.  C.  of  P.  C.  of  P.  C.  of 
Pre-war.  Pre-war.  Pre-war.  Pre-war. 


July  169.6 
Aug.  66.6 
Sept  27.4 
Oct  42.1 
Nov.  50.6 
Dec.  64.0 
Jan.  62.6 
Feb.  68.0 
Mch.  62.4 
Apr.  72.1 
May  ,132.1 
June  214.0 


415.2  116.0 

266.9  88.4 

274.0  146.4 

336.0  216.3 

297.4  234.2 

300.0  276.8 

331.0  213.1 

379.1  163.3 

836.4  179.6 

371.8  200.9 

4235  188.4 

630.0  188.6 


132.6 
83.5 

118.6 
163.9 

156.6 

193.6 

159.5 

181.7 

162.6 

138.8 

110.8 
171.7 


(1)  Includes  bacon,  hams  and  shoul- 
ders; pork,  canned,  fresh  and  pickled. 

(2)  Includes  neutral  lard. 


Trade  With  Germany  Resuming  Along  Pre-War  Lines 


GERMANY'S  requirements  as  to 
United  States  products  are  apparent- 
ly unchanged.  Details  of  the  1921  trade 
of  the  United  States  with  Germany,  just 
received,  show,  says  a statement  by  the 
National  City  Bank  of  New  York,  that 
her  habits  of  reliance  upon  the  United 
States  for  manufacturing  materials  anil 
certain  staple  articles  of  food  continue 
as  before  the  war.  Total  exports  from 
the  United  States  to  Germany  in  the 
Tiscal  year  jnst  ended — the  year  ended 
June  30,  1921 — exceed  in  value  those  of 
the  pre-war  high  record  year,  1914,  the 
total  for  the  fiscal  year  1921  standing 
at  $381,772,000  against  $344,794,000  ir. 
the  fiscal  year  1914. 

The  principal  articles  forming  this  big 
total  of  our  1921  exports  to  Germany, 
adds  the  bank’s  statement,  are  practi- 
cally the  same  as  those  prior  to  the  war. 
’They  consist  chiefly  of  raw  cotton,  cop- 
per, wheat,  meats  and  mineral  oils  in 
the  varioliB  forms,  though  the  list  of 
foodstuffs  now  includes  condensed-  milk, 


not  formerly  sent  to  Germany,  while 
naval  stores,  cottonseed  meal  and  tobacen 
which  were  sent  her  formerly  are  not 
enumerated  by  the  Department  of  Com- 
merce among  the  articles  sent  to  that 
country  in  1921. 

Raw  cotton  is  the  biggest  single  article, 
measured  by  values,  of  the  1921  exports 
to  Germany,  totaling  $104,000,000  out  of 
a grand  total  of  $381,772,000  of  all 
articles  exported  to  that  country.  In 
fact,  the  quantity  of  cotton  sent  to  Ger- 
many in  the  fiscal  year  just  ended  is 
greater  than  to  any  other  country  in 
the  world  except  the  United  Kingdom, 
and  totals  576,000,000  pounds  again.st 
210,000,000  in  1920,  but  is  far  less  than 
in  the  year  immediately  preceding  the 
war  when  it  totaled  1,442,000,000  pounds 
with  a valuation  in  that  year  of  $182,- 
000,000  against  the  $104,000,000 'in  the 
year  just  ended.  Wheat  is  the  next 
largest  item  in  the  exports  to  Germany 
amounting  to  $72,000,000  in  value  in  tl:e 
year  just  ended  (including  flour  in  terms 


of  wheat),  os  against  $4,000,000  last 
year  and  less  than  $11,000,000  in  1914. 
Lard  comes  next  in  vhe  value  of  the  1921 
exports  to  that  country,  $41565,000 
against  $16530,000  one  year  ago  and 
$16,673,000  in  1914.  The  quantity  of 
copper  exported  to  Germany  in  1921  was 
greater  than  to  any  other  country  of  tho 
world,  136,000,000  pounds,  valued  at 
$205^,000,  against  112,000,000  pounds 
to  France  and  91,000,000  pounds  to  the 
United  Kingdom.  Her  food  demands  upon 
us  are  greater  than  in  1914,  the  1921  fig- 
ures showing  bacon  $16,000,000  against 
nothing  in  the  year  prior  to  the  war; 
and  condensed  milk  $6,367,000  as  against 
nothing  in  the  pre-war  year.  Other 
articles  include  canned  meats,  oleo  oil, 
cottonseed  oil  and  paraffin. 

One  especially  interesting  point  in  this 
quick  return  of  Germany  to  her  former 
trade  habits  with  us  is  that  the  growth 
in  our  exports  to  that  country  has  con- 
tinued up  to  the  very  last  monthi  while 
to  practically  all  other  countries  exports 


show  a big  decline  in  the  closing  months 
of  the  year  under  consideration.  The 
total  exports  to  Germany  in  June,  1921, 
were  in  round  terms  $81,000,000  against 
$20,000,000  in  June  of  last  year,  an  in- 
crease of  over  50  per  cent,  while  to. 
Europe  as  a whole  the  June  exports  are 
40  per  cent  below  those  of  the  same 
month  of  last  year. 

In  our  imports  from  Germany  the 
tendency  to  return  to  pre-war  conditions 
has  been  less  strongly  marked,  the  total 
imports  from  Germany  in  the  fiscal  year 
just  ended  having  been  but  $91,000,000 
as  against  $190,000,000  in  1914,  while  for 
the  very  latest  month,  June,  the  total, 
$7,000,000,  is  slightly  less  than  in  June 
of  last  year  when  it  stood  at  $8,500,000. 
The  1921  imports  from  Germany  follow 
along  lines  similar  to  those  prior  to  the 
war,  including  gloves,  decorated  china, 
laces  and  embroideries,  fertilizers,  chem- 
Icals,  toys,  and  limited  quantities  of 
colors  and  dyes,  though  much  less  in 
'quantity  and*value  than  prior  to  the  war. 


New  York,  Monday,  Auyust  ir>,  J93J 
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Jugoslavia,  Balkan* s Reconstruction  Balance  Wheel 


By  Julius  Moritzen 


■ CNiiiii  lilt  liii  lilt 

composition  of  what 
[ is  now  known  as 
[Jugoslavia,  officially 
' the  Kingdom  of  the 
! Serbs,  Croats  and 
[ Slovenes,  and  recall- 
ing that  Serbia  liter- 
ally started  the 

World  War  with 
that  fatal  shot  which  set  aflame  the 
Balkans,  it  is  rather  to  be  wondered  that 
these  14,000,000  people,  gathered  under 
the  rule  of  King  Peter,  have  been  able 
to  establish  a government  that,  in  a fair 
measure,  is  carrying  out  the  provisions 
decreed  by  the  Versoilles  Peace  Confer- 
ence. Occupying  a territory  of  some  86,- 
000  square  miles,  approximately  compar- 
ing in  size  with  the  State  of  Minnesota, 
Jugoslavia  is  formed  by  the  old  Serbian 
Kingdom — the  former  provinces  of  Aus- 
tria, Dalmatia,  Camiola  and  parts  of 
Styria — the  former  province  of  Hungary, 
Croatia,  Slavonia,  as  well  as  some  parts 
of  Hungary  proper  on  the  left  bank  of 
the  Danube,  and  of  Bosnia,  Herzegovina 
and  Montenegro. 

To  mold  these  different  nationalities 
into  a united  whole  was  no  slight  task, 
and  Jugoslavia  will  require  wise  guid- 
ance in  its  economic  upbuilding.  Sur- 
rounded by  neighbors  with  whom  the 
country  must  be  on  good  terms  in  order 
to  make  the  most  of  its  new-found  oppor- 
tunities, political  ambitions  cannot  be  al- 
lowed full  sway.  With  peace  maintained 
within  and  without  the  Jugoslavs  in 
reality  can  be  considered  important  parts 
of  the  European  machinery  that  has  been 
set  in  motion  as  a result  of  Germany's 
final  awakening  to  the  fact  that  she  lost 
the  war  and  is  willing  to  carry  out  the 
clauses  of  the  reparations  treaty. 

That  Jugoslavia  is  little  better  off 
than  its  neighbors,  from  the  financial 
standpoint,  can  cau.se  no  surprise.  The 
money  system,  in  fact,  offers  peculiar 
difficulties.  The  dual  currency  of  the 
country  now  makes  each  bank  note  carry 
on  its  face  the  value  in  crowns  and 
dinars.  A dinar  is  equal  to  four  crowns. 
With  the  disruption  of  the  Austro-Hun- 
garian Empire  the  parts  that  were  sev- 
ered from  it  would  have  been  left  with- 
out circulating  medium  of  exchange 
had  it  not  been  for  the  currency  that 
formed  part  of  their  inheritance,  depre- 
ciated though  it  was.  The  Government 
tried  to  overcome  these  conditions  by 
various  methods.  It  was  first  considered 
necessary  to  limit  the  number  of  bank 
notes  to  the  monetary  units  circulating 
within  its  borders  and  to  prevent  an  in- 
flux of  more  depreciated  Austro-Hun- 
garian crowns.  In  order  to  effect  this 
the  frontiers  were  closed  for  several 
days  and  its  people  were  ordered,  by 
proclamation,  to  present  all  bank  notes 
at  the  various  banking  houses  and  fiscal 
agencies  to  be  supplied  with  a rubber 
stamp  denoting  that  they  were  actually 
circulating  in  Jugoslavia  on  that  date. 
No  bank  notes  without  such  stamps  were 
afterward  accepted  in  payment. 

But  after  a while  it  was  found  that 
this  was  not  a sufficient  protection 
against  the  importation  of  Austro-Hun- 
garian crowns,  supplied  with  a fraudu- 
lent imitation  of  the  above  rubber  stamp, 
and  after  the  frontiers  had  been  closed 
again  an  adhesive  stamp  was  placed  on 
all  the  bank  notes  in  the  country,  which 
adhesive  stamp  had  to  be  canceled  by  a 
rubber  stamp  of  the  bank  or  fiscal  agen- 
cy. This  latter  procedure  revealed  that 
thero  were  only  4,610,000,000  cro%vns  in 
bank  notes  in  circulation. 

Finally,  the  Government  decided  to  is- 
sue a new  note,  and  last  year  all  of  the 
old  crown  notes  had  disappeared  from 
circulation.  In  their  stead  a new  note 
was  made  legal  tender  for  all  payments. 
This  new  note  bears  on  one  side  the  de- 
nomination in  crowns  and  on  the  other 
side  the  denomination  in  Serbian  dinars, 
at  the  ratio  of  four  to  one.  By  this  means 
the  Government  hopes  to  redeem  the  out- 


' standing  crown  notes  and  to  reduce  the 
monetary  inflation  to  a basis  nearer  nor- 
mal conditions.  The  new  note  is  called 
the  State  dinar,  a debt  of  the  State  se- 
cured by  State  a.isets  such  as  national 
forests  and  other  domains.  But  this  is- 
sue is  not  to  be  confused  with  the  bank 
dinar,  a currency  issued  against  a gold 
reserve  of  250,000,000  dinars,  being  the 
legal  one-third  cover  for  the  760,000,000 
dinars  in  outstanding  notes. 

Dealing  thus  largely  with  the  Jugo- 
slav money  problem  an  insight  is  afford- 
ed into  the  complex  question  at  the  bot- 
tom of  the  foreign  exchange  trouble 
throughout  the  world.  Only,  in  the  case 
of  some  such  country  os  Jugoslavia  the 
situation  becomes  aggravated  because  of 
conditions  that  were  scarcely  to  be 
avoided. 

Coming  somewhat  closer  to  the  finan- 
cial status  of  Jugoslavia,  in  an  article 
published  in  the  Trgovinski  Glasnick  of 
Belgrade,  the  situation  is  set  forth  with 
relation  to  the  budget  for  1919-20  os 
showing  that  while  the  estimated  expen- 
ditures were  1,538,000,000  dinars  the  re- 
sources of  the  State  for  that  year 
amounted  to  only  716,000,000  dinars. 
During  the  present  fiscal  year,  up  to  the 
beginning  of  March,  actual  expenditures 
were  almost  2,000,000,000  dinars  in  ex- 
cess of  resources. 

However,  in  spite  of  this  unsatisfac- 
tory showing,  the  Jugoslavs  are  by  no 
means  discouraged  by  the  outlook.  The 
natural  resources  of  the  country  are 
boundless.  Aside  from  what  the  Na- 
tional Bank  of  the  Kingdom  of  the  Serbs, 
Croats  and  Slovenes  is  doing  for  stabiliz- 
ing the  money  situation,  the  Bank  of 
Jugoslavia,  which  now  has  an  agency 
in  New  York,  is  striving  in  every  way  to 
further  the  industrial  upbuilding  of  the 
country,  facilitate  expo^  and  bring 
Jugoslav  interests  into  closer  touch  with 
investment  interests  in  other  lands. 

IF  Jugoslavia  is  to  develop  successfully, 
relations  with  Italy,  Rumania,  Bul- 
garia and  Hungary  must  be  encouraged. 
The  long  Dalmatian  coast  line  stretching 
east  of  the  Adriatic  Sea  invites  marine 
development  and  there  is  in  prospect  the 
construction  of  a shipbuilding  plant 
backed  by  a syndicate  of  Belgrade.  With 
regard  to  land  transportation,  the  Min- 
istry of  Communication  at  Belgrade  has 
granted  to  a Zagreb  concern  a license  to 
build  a new  railroad  to  operate  from 
Cernomelj,  in  Slavonia,  to  Generatski 
Stol,  in  Croatia,  which  road  will  be  the 
last  link  on  the  existing  Vienna-Laibach- 
Cernomelj  line.  The  new  railroad  will 
traverse  a district  which  abounds  in  oak 
timber,  coal,  iron  and  other  minerals; 
vineyards,  flour  mills,  saw  mills,  cattle 
and  sheep.  It  is  here  that  opportunities 
are  believed  to  exist  for  investment  of 
American  capital,  and  there  should  be  a 
good  sale  for  American  railroad  machin- 
ery also. 

Because  of  its  importance  as  a trading 
centre,  Zagreb  has  been  designated  by 
the  United  States  as  a commercial  re- 
porting district  to  include  the  Provinces 
of  Croatia,  Slavonia,  Medjumurje  and 
Slavonia,  all  formerly  a part  of  the  Aus- 
tro-Hungarian Ehnpire.  These  provinces 
in  reality  constitute  an  advanced  and 
progressive  portion  of  the  new  Jugoslav 
State.  Their  total  area  is  25,860  square 
miles,  of  which  almost  5,000,000  acres 
arc  devoted  to  general  farming,  180,000 
acres  to  gardening,  220,000  acres  to  vine- 
yards and  6,000,000  acres  are  in  forests. 
The  total  population  of  the  district  is 
4,396,340. 

As  an  instance  how  Jugoslav  financial 
inter^ts  are  fostering  industrial  enter- 
prises and  giving  every  aid  to  internal 
development,  the  Obzor,  one  of  the  lead- 
ing newspapers  of  the  country,  recently 
told  of  the  progress  of  the  Bank  of 


Jugoslavia  in  relation  to  manufacturing 
concerns.  The  concerns  controlled  by  the 
bank  number  forty-nine,  representative 
of  many  branches  of  production.  At 
Osijek  were  located  sugar  and  flour 
mills,  an  iron  foundry  and  leather  com- 
pany, two  trading  corporations  and  a 
hemp  factory.  In  Zabreg  the  bank  con- 
trolled hemp  and  flax  manufacture,  for- 
estry, electrical  works,  a hardware  com- 
pany, the  National  Corporation  of  Linen 
Converters,  drug  and  chemical  concerns 
.and  a printing  establishment,  while  rug 
manufacture,  building  corporations  and 
various  other  enterprises  were  scattered 
through  the  country. 

According  to  the  Obzor,  the  bank's 
total  turnovers  in  1920  were  60,049,719,- 
594  Jugo.ilav  crowns,  against  19, 337,296,- 
972  the  year  before.  On  account  of  the 
favorable  results  shown  the  Board  of 
Directors  declared  n dividend  of  16  per 
cent.,  as  against  12’A  per  cent,  the  year 
before.  The  Bank  of  Jugoslavia  appar- 
ently constitutes  a foremost  economic 
factor  in  the  reconstruction  policy  of  the 
country. 

On  the  authority  of  the  Balkan  Econ- 
omist, the  British-Hungarian  Bank’s  in- 
terests in  Bosnia  have  been  merged  into 
a new  Bosnian  bank,  called  the  Jugoslav 
Commercial  Bank,  with  headquarters  at 
Serajevo.  This  new  bank  was  founded 
by  Bosnian  financiers,  but  the  British- 
Hungarian  Bank  participated  in  the  or- 
ganization, and  its  delegates  arc  on  the 
Board  of  Directors.  The  bank  has  a 
capital  of  6,000,000  Jugoslav  crowns,  and 
it  has  taken  over  the  Serajevo,  Mosiar 
and  Breka  branches  of  the  British-Hun- 
garian  Bank.  Another  new  bank  bas 
also  been  founded  in  Dalmatia  under  the 
name  of  the  Dalmatian  Bank. 

The  Chamber  of  Commerce  at  Zagreb 
is  striving  to  have  local  importers  and 
exporters  deal  directly  with  the  United 
States  instead  of  through  other  coun- 
tries, as  formerly  was  the  case.  Prac- 
tically all  the  trade  during  1920  was  in- 
direct; beans,  white  and  variegated,  were 
purchased  by  Frendi  firms  at  Marseilles 
to  sell  to  the  American  trade.  The  en- 
tire hops  production  was  sold  to  mer- 
chants in  Czechoslovakia,  who,  after  a 
simple  manipulation,  sold  large  quanti- 
ties to  the  United  States  under  the  name 
of  Saaz  hops  for  the  production  of  1 per 
cent  beer.  The  herb  belladonna  was  pur- 
chased by  English  and  German  firms  for 
shipment  to  the  United  States.  Unfin- 
ished hides  of  small  animals,  such  as 
lamb,  sheep  and  goat  skins,  were  sold  to 
foreign  firms,  and  it  was  understood  that' 
America  was  their  destination.  The 
same  condition  applied  to  raw  hemp,  the 
chemicals  bauxite  and  turpina,  certain 
prepared  beech  woods  and  half-finished 
woods  for  walking  slides. 

The  principal  financial  asset  of  the 
Zagreb  district  during  1920  was  the 
great  influx  of  American  money  remit- 
ted to  the  local  population  by  Croatians 
and  Slavonians  residing  in  the  United 
Suites.  The  number  of  Jugoslavs  in  this 
country  is  close  to  800,000..  It  is  esti- 
mated that  the  American  remittances 
last  year  amounted  to  $65,000,000.  Dur- 
ing 1920  the  average  daily  money  mar- 
ket exchange  showed  $180,000  sold,  in  the 
form  of  currency,  letters  of  credit,  cable 
.advices  or  checks  on  American,  banks. 

Prom  an  economic  point  of  view  it  is 
of  great  importance  to  Jugoslavia  that 
the  many  waterways  of  the  country  all 
flow  toward  the  Danube,  thus  forming  a 
network  connecting  with  the  Blade  Sea. 
The  chief  feature  of  the  railway  system 
is  the  new  Orient  Foepress  line  connect- 
ing Paris  with  Belgrade,  via  the  Simplon 
Pass,  and  thence  following  the  trade  of 
the  old  Orient  Express,  which  formerly 
connected  Ostend  with  Constantinople  by 
a direct  line  via  Vienna  and  Budapest 
Another  important  railroad  system 


branches  off  in  Nish  and  runs  down  to 
Saloniki,  known  to  importers  of  tobacco 
and  other  products  originating  in  that 
neighboibocKl,  while  other  lines  branch 
off  the  main  line  to  the  Adriatic  ports 
of  Fiume  and  Ragusa.  When  it  comes 
to  ocean  transportation,  the  organiution 
of  the  Jugoslav  Navigation  Company,  in 
which  British  capital  has  been  invested 
to  the  amount  of  one-fourth  the  capital- 
ization of  10,000,000  dinars,  is  expected 
to  prove  of  importance  in  establishing 
service  between  Cazza  and  New  York, 
touching  at  Spalato  and  Gravosa. 

Although  between  80  and  90  per  cent, 
of  the  population  of  Jugoslavia  is  en- 
gaged in  farming  and  fruit  raising,  the 
mineral  industry  has  before  it  a great 
future  because  of  the  immense  ore  de- 
posits. It  may  not  be  generally  known 
that  the  second  largest  copper  mine  in 
Europe  is  located  at  Bor,  in  northeast 
corner  of  Serbia.  The  metal  mined  there 
contains  90.62  per  cent  copper,  24  to  30 
grams  of  gold  and  96  to  120  grams  of 
silver  per  ton.  The  formation  of  the 
mine  shows  great  similarity  to  the  cop- 
per deposits  in  Butte,  Mont  The  most 
noteworthy  gold  mine  is  now  located  at 
Kucajana  and  was  started  in  1873.  Gold 
and  silver,  however,  are  found  in  many 
parts  of  the  country. 

WHAT  is  of  great  economic  signifi- 
cance to  the  Jugoslavs  is  that  coal  u 
present  in  quantities, but  mining  has  here- 
tofore been  very  sporadic.  High  quality 
coal  is  found  in  the  territory  a little 
north  of  Trieste,  the  coal  mined  there 
being  equal,  it  is  said,  to  the  best  coal  in 
Europe.  The  present  output  of  these 
mines,  5,000  tons  a day,  could  be  in- 
creased tenfold  if  the  necessary  ma- 
chines, tools  and  capital  were  available. 
Croatia  is  especially  rich  in  coal  deposits, 
and  here  it  is  planned  to  exploit  the  re- 
sources at  an  early  day.  As  for  oil  and 
natural  gas,  the  'liatrict  of  Lipik,  in 
Slovania,  is  receiving  the  attention  of  a 
syndicate  composed  of  British  capital 
and  Jugoslav  banking  interests. 

The  forestry  resources  of  the  country 
deserve  special  mention.  The  timber 
lands  are  chiefly  in  the  southern  parts, 
and  here  there  are  large  areas  of  virgin 
forests.  The  woodland  in  Bosnia  and 
Herzegovina  comprises  50  per  cent,  and 
in  Carniola  45  per  cent  of  the  whole  ter- 
ritory. Several  foreign  Hrms  are  en- 
gaging in  exploiting  the  lumber  indus- 
-try.  The  export  of  lumber  from  Bosnia 
grew  from  18,000.000  crowns  in  1903  to 
about  35,000,000  crowns  shortly  before 
the  war.  These  figures,  of  course,  refer 
to  the  par  value  of  the  crown  as  it  then 
obtained. 

Although  Jugoslavia  would  seem  to 
offer  a good  Held  for  the  investment  of 
foreign  capital,  the  internal  regulations 
with  regard  to  exports  need  certain 
changes  before  real  trade  contact  can  be 
established.  This  refers  particularly  to 
export  restrictions  that  include  heavy  ex- 
port taxes,  as  well  as  a tax  upon  the 
volume  of  business  of  the  exporter  equal 
to  one-half  the  export  duty.  The  expor- 
ter must  also  give  a guarantee  that  he 
will  bring  into  the  country  the  equiva- 
lent in  foreign  values  obtained  abroad  of 
the  amount  of  goods  exported.  The 
banks  take  care  of  these  details. 

It  is  easily  understood,  however,  that 
where  Jugoslavia  has  so  many  compo- 
nent parts  to  deal  with  it  i.<>  not  a matter 
of  a moment  to  get  the  business  ma- 
chinery going.  As  a matter  of  fact,  con- 
sidering the  turbulent  condition  of  the 
Balkans  before  the  war,  and  especially 
of  Serbia,  Montenegro  and  the  territories 
severed  from  Austre-Hungary,  Jugosla- 
via may  be  ssud  to  be  doing  about  as  well 
as  can  be  expecte'l  under  the  circum- 
stances. The  United  States  cannot  af- 
ford to  neglect  a part  of  Ehirope  where 
the  natural  conditions  all  moke  for  prog- 
ress, providing  necessary  assistance  is 
given  the  country  to  rehabilitate  itself 
from  within. 
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.102  018  000  .172  807  000  1,206.081.000 

■;;  “SiSS  ‘''SSS  'SSS 
::'‘”aSS  "■S.a  ’”‘8.S;S 

206  375  000  207  875.000  2ft(t  375.000 

::  ml^OOO  WrlLOOO  is:48i:000 

Sl.tCSl  370  000  *1  003  100.000  *3,214.330.000 
..  2tl.720.000  25:S02:000  U:C()4:000 

"■  40?-?JSC 

ie:7K7:000  17:i76:000  4;074:000 


»:SSS 

ii.ffio'.666 
I W4  .142  ono 
4«:ooo:ooo 


i..JS;T„EfS'';K 


Statement  of  Member  Banks 


TITU 


THE  ANNALIST 


New  York,  Mondmj,  Au(]unt  />,  /■!.’/ 


New  York  Stock  Exchange  Transactions 


Week  Ended  August 
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STOCKS. 


Total  Sales  2,152,041  Shares 


APAMS  EXPRESS 
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, M, 000, OOP  Jung  31 


. 50,000,000  June 


. 20.401,000  July  l.'i,  ’ 

..  45.000.000  July  -i.  • 

. 45.000.000  July  2,  ‘ 
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122  IZIh  IIMa  iIIIIV 
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. 4U,nOO,OIW 


I TCrillne  l*aper  pf. . 


OOS  TflS  in^i 


AoocIftleO  Pry  Good* 


JRU  12  fill,  . 


2TS  42^  May 


BALDWIN  LOCOMOTIVE.. 
BaldnlR  Locomotive  pf 


Baryd  all  Corp  , 


5 B <!»)'. 


..  14.802,000  July 
I.  4S.nOO.OO0  July 
. >4.000.000  July 
. 29.588.MO  July 


...  r.  cci^flcatea  o 
rooklya  Union  Gaa... 


240.970  Apr. 


. 4B.OC4.000  Jan.  2. 


8.400.0UO  sep. 


>.  Rocheeter  A Flu 


2.607,100  June  3 

. 2,276.400  June  3i 

. 10.500.000  Aug.  I 


lOii  June  2 


2.B34.0I5  June  3i 


California  Petroleum  . 
CeUfomla  Petroleum  p 
Calumet  0 Arirona  (|1 


till*  2014  - 2h 


CaMda  Muil^m  . 

CealnR  Leather  . . 
Central  Leather  pi 


. 15.000.000 
. ia. 000.000 
. 38,889.100 
■ 33.297,600 


2014  271*  - r,' 


CeitaJn-Teed  Product*  (eh.).. 
Certain-Teed  Prrxluel*  let  pf. 
Certaln-Tecl  Producie  2d  pf. . 


Chicago  A Alton.. 


f.,^.t  j.,l*taaet  ^ 


Chicago  A NorU>we«tera  p 
Chicago  PneumaUo  Tool.. 
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. 20,422,100  June  3i 
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Robinson  & Co. 

U.  S.  Government  Bondi 
Investment  Securities 


Canadian 

GoTernm*nt.  MunicipJ  md 

Corpo™*'®“ 

Securities 

A.  £ AMES  & CO. 

IBB9 


)ry  Loan' V*i  Uwl  • Henry  |jj  g^jawBy  Rect 

of  C5<vn.  nipii,  1922....  pynchon  * Co,.  IJl  Dtoailwivy.  ^cj 

^ j^chon  * Co  ' 111  BroSdwajr!  Beet 

cyraEB  foreign,  including  notes 

OERUAN  MUNICIPAL  ISSUEB:  K-m  i Co  43  Exchange  PlocO- 

P’*  IP  Wm. 


“BOND  TOPIC^” 

A.  H.  Bickmore  & Co. 


.awrence  C/iomfeer/din  & Co^ 

I loeorportled 

kis  Broadway  New  York 


PaeiKe  Gai 
WaiUFD  Powar 
Caolral  Patrolaum 

MacQuold  & Coady 

U win  Si'!  N™  V^V.  T.IR..K.W", 


Short  Term  Notes 

Curtis  & Sanger 


W.G.  Souders  & Cr 

/nvulmenl  Securilici 


Craal  Nortbeni  Ry.  (Canada)  lit  4t  1934 
Home  Tel.  & TcL  (Spokane)  1st  Si  1936 
Great  Wntera  Power  Deb.  6t  1925 

John  Nickerson*  Jr. 


M.  S.  Wolfe  & Co. 

Spcefalfafa  in 

Independent  Oils 


ADVERTISEMENTS. 


VERTISEUENTS. 


Open  S ecurity  Market 


brokers  of  recoffn\ 

full  day  of  the  financial  uieck 

...  ihn  iinrninn  ot  the  iiiarfcrt  on  Afondoy,  a-.  ..»■  ■ . 

^ ton.  *X.Wrcaa  AdoerUsino  Derartinenl.  The  Open  llarkef,  The  Anne 


Bonds 


Bonds 


UNITED  STATES  AND  TERRITORIES 


13  Exebeose  P 
,in*  Co*"f4B 

Ounham  * Co.,  43  &char 


llti  V2W  Dunhon^a^co..  43  ^^anie  i 


GERMAN  INDUSTRIAL  ISSUES; 


4 GOVERNMENT  ISSUES: 


Du'nhaini''c^^^ 


FRENCH  GOVERNMENT  BONDS: 


13  Exchange  PIneo.  Hanover  j 


7IU  71H 
A4M  46, 


lELCIAN 

AUSTRIAN  MUNICIPAL  ISSUES:  ^ 
ITALIAN  GOVEBN^IENT 


144  IH  Dunham  43  Exchange  Place.  Hanover  8300. 

3^  33U  Dunham  ^ Co!^l  S^^'umaiflTM. 


42H  4318  Pynchoti . 


BRITISH  ISSUES: 


umleh  m!  1929-47.. 
HrllUh  &»  Nat.'  Wat 
POLISH  ISSUES: 


lenD'  Nlghllngatc  a 


VERT18BMENTB. 


Chicago,  Milwaukee 
& Puget  Sound  Ry. 

1st  Mtge.  4s 

due  January  1,  1949 

to  yield  7.25% 

MILLER  & CO. 

Uembera  New  York  Stork  Bzrhaiige 

120  Broadway  New  York 


Metro.  5'SOc  Stores 
Buick  Carbureter 
Rauch  & Lang  Units 
Old  Dominion  Oil 
Hercules  Powder  Com. 
Urban  Motion  Pictures  Com. 
Carlisle  Hre 
L.  R.  Steele  Units 

KdHLER,BREMER.t/a 

•STOCKS -BONOS* 

32  Broadway^  Hampton  Hotel. 


BRAZILI^  GOV’T. 

|jUNHAM&|o 

Inv€ilnieiit  Steurilitt 

43  Exchange  Place  New  York 


MUNICIPAL  BONDS 

89  Liberty  Street,  New  York 


Brasil  4%  Loan  of  1809 
Chineie  ReorganUalion  5% 
Mexican  Gov’t  Loao* 

BULL  & ELDREDGE, 


New  York  City 

Bank,  Trust  and  Iniurance  Co. 
Stocks 

Parker  & Company 

Dnn(  5loc^  Dcparlnicnl 

49  Wall  Street  New  York 

r«I.  no  Hanover 


Wolff  & Stanley 

BONDS 

72  Trinity  Place.  N.  Y. 


JeTome6.Sullivaii 

&€0. 
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lhl5  vi-sr.  Surplu*  funJa  senerally  empIoyM  prlwa  have  atiff- 
in  Indualrinl  unnrrtnklnes  and  now  idle  have  - “ ‘ '• 

Vruvhh-I  B icaerxe  which  la  always  BeekinR 


Foreign  Exchange 

ONK  iiris  to  look  no  further  than  the 

clgn  exeiiange  ritarket  to  find  one  ».  - — 

the  contributing  causes  for  the  wide  de-  (lulrementa, 

Cline  In  exports,  which  has  practically  cut  “ 

America’s  International  business  in  half  in 
the  Inst  alx  months.  Wild  fluctuations  of' lu 
cent.*  In  n single  day  in  the  pound  sterling, 


abroad  do 


make  for  confidence 


noolon  prices  for  the  new.  season  became 
known.  The  clothing  Industry  Is  therefore  In 
fair  shape  and  anticipates  a heavy  demand 
next  month  or  In  October.  If  the  sparse  stocks 
owned  by  the  retailers  prove  Inadequate  to 
supply 'ifie  consumer. 

In  the  women's  apparel  Industry  the  same 
fair  pr^pMta  do  tot  exist.  Retallera  are 
decldeilly  late  in  ordering  their  full  Fall  re- 
aulremenLs,  and  a meeting  of  garment  manu- 
facturers was  held  early  in  the  week  to  dis- 
cuss the  problem.  The  i-eault  was  a resolu- 
tion aimed  at  regulating  the  amount  of  wo- 
men s apparel  stocks  through  the  production 
of  goods  only  on  order.  As  the  season  for 
buying  nows  later,  the  manufacturers  fore- 
see a last-mlnule  iMsh  on  the  iiart  of 
buyers  to  get  merchandise,  out  this  tardy 
■ • uaualfy  furnish  a proflt- 


has  proved  corn-cl.  Prices  for  Iron  and  steel 
dropiKsI  In  rather  alg-oag  fashion,  instead  of 

fi'SK  : “ii.  Vk.  " _.T"i  oih.r  _ 


FTIccj,  as  a rule,  arc  holding  steadily  at 
the  current  level*,  the  low  mark  of  the  >Var 
It  Is  an  open  sccivl  in  the  trade  that  they 
may  bo  shaded,  when  competition  develop*, 
altliough  It  will  lake  couipctitton  to  bring 
them  generally  lower.  In  fact,  an  <xld  bU 
Increase  by  ono  small  corpo 


City  tv,..- 
Klnnlcull  A Co..  Kl  H.  Kullins 
" ‘“-‘o  A Lamdon-ParU  N» 

ter  A fa  illdiwrtge  t 
and  WlUlahi  K.  Coi 

•c*  w yield  about  a.t 

Union  f.)uul>,  Ohio,  W.*0,(WO  r««a  Imotuvc- 
rneiil  tt  Mr  is-nt,  bond*.  dal<y|  June  1.  lirjl, 
exempt  from  all  VVileral  Income  taxes.  Of. 

IntTiSJ?  l^J'yTehl  a ' 

H.-impden  t^lunty.  Muiuc,  It.ooo.iXKl  .VU  iht 
J.-nt.  regUUersil  notes,  dated  Aug.  1.\  Uei, 
’•  **'**•  ’’xemiit  from  all  Fcleml 
ncome  lax.  exempt  In  Majusrhuiett*.  legal 
Investment  for  saving*  bank*  and  trust 
fund*  In  New  'ork.  Khode  Island.  Staa-achu- 

M-Us,  Vermont.  New  llamikshire  a 

Offeml  by  K.  H.  Kollln*  A Sons 


' announcement  i 


I speculation  in  foreign  exchani 


commodities  shipped  t 
'-■n  exchange.  In  the  la 
erratic  ut  markets. 


demand  does 
able  busincas. 

• garment 


consequence  o 


. dresB  goods  e 


, posslbiuty 


gaged— In  arranging  a reparations  payment. 
To  this  end  she  started  the  accumulation  of 
sterling.  It  was  purchased  In  every  market, 
iiml  the  result  was  a run-away  fluctuation 
In  which  the  extreme  advance  was  from 
M.lVl'y,  to  M.72Vj,  In  one  of  the  wildest  ses- 
sions of  the  year.  Of  course  the  entire  blame 
doe.a  not  go  to  German  bonkers.  Some  must 
be  attributed  to  the  speculators.  The  mar- 
ket, it  developed,  was  literally  honeyxombed 
with  stiorls.  It  wu.x  thejr  hysterical  buying 
which  complutvtl  the  advance  Inaugurated  by 
the  purcluise  of  a block  of  sterling  to  settle  a 
rcpni'ullon  debt. 

Under  such  conditions,  with  the  market  In- 
dicating but  few  sign.*!  of  steadiness  or  sta- 
bility, the  timidity  of  shippers  on  both  sides 
of  the  water  Is  hardly  to  be  considered  sur- 
prising. Slnee  Monday  the  exchanges  have 
rung-al  steadily  within  a narrow  are,  but  of 
course  shippers  feel  that  they  have  no  guar- 
nnlees  that  they  will  stay  within  that  narrow 
arc  overnight.  Indications  point  to  the  be- 
lief that  Gcrmnny  has  completed  her  ar- 
rangements for  the  payment  of  her  Aug.  31 
obligation  of  $2qo.000,fi<l0.  of  which  Wlween 
Mn.iMKI.noO  and  $50,001,000  already  has  been 
paid. 

Principal  exchanges,  outside  of  sterling  and 
dollBri,  have  been  largely  thru.il  into  the 
^ckground.  but  francs,  lira,  guilders  and 
marks  have  Invariably  followed  the  course  of 
oterllng.  In  more  moderate  degree,  but  yet 
with  a regularity  which  has  Indicated  that 
■ the  market's  cue  still  Is  coming  from  London. 
Francs  ranged  from  7.7<  to  8.02 ; Rome  ex- 
change from  4,34%  tc  4.34,  Holland  from 

i.20!4-  ‘ ■ " ° 

The  South  American  c.xchangcs  have  ex- 
hibited erratic  tendencies  during  the  last 
few  sessions,  and  the  general  trend  ha.s  been 
feulure  has  been  the  firming  up  of  Canadian 
exchange,  and  for  the  (Ind  lime  in  many 
wieks  the  Canadian  dollar  has  crossed  Ihe 
(Hi-cent  mark  in  the  New  York  market. 


of  Jobbers  unloading  ... 

September  to  meet  their  bills  due  on  the  10th. 

Cotton  goods  continued  to  show  strength 
.>.—1—  ...vr-,.  featured  by 


longer  accept  buslne**  on  a losing  boiiit 
This,  probably,  may  be  accepted  as  an  Indl- 
caUon  of  Just  how  for  the  price  slashing 
which  has  been  general  has  carrlcvl  Iron  and 
steel  quotation*  down  Few  of  the  corpora- 
tions, of  course,  can  afford  to  maintain  a 
schedule,  for  any  length  of  time,  on  which 
they  lose  money.  Some  leaders  of  the  Ih- 
du.-try  Incline  rather  to  the  belief  that  the 
next  set  of  quotations  may  be  higher. 

Unfilled  Older*  of  the  United  Stales  Steel 
Corporation  give  but  slight  »— 

optimism.  Unfilled  tonnage  o 


I Interval,  to  yleid  f 
West  IVn^n  Power  ConiMny  »,000,00u  first 
morlgace  7 per  rent,  goki  bond*,  series  1). 
non-eal1ab1r  to  Aug.  I,  due  Marvh  1 

‘•ivnii.t  In  P<mn*ylvanla.  Offered 


iiMO.  lax  exempt  In  Pone 
by  Halsey,  Stuart  A Co. 
Lcoeh^A  Co..  Ine..  nl  98 


An  encouraging  feature  ... 
operations  Is  the  new  Inquiry  from  export 
sources.  Lighter  weight  sheetings  seem  to  be 
..  .,  ....  .,  opportunity 


exempt  from  a 

Ted  by  William  It.  Compton 
100  and  Inlorvst.  \o  yield  « per  ivnl. 

T — - - l»mlA'liiimpr’fr<>m*'n^^ loJJieral 

Income  t.ixes,  tax  exempt  in  Connecticut, 
hgal  Invislmenl  for  saving*  bnnks  nod  trust 
funds  In  New  Vork.  Massachusetts  and  Con- 
nccUcol.  due  serially  June  1,  IM.VUM0.  Of- 
by  Kidmige  A Co,,  at  prUn-s  to  yield 
ft, JO  to  ft.Sli  per  icM  , accortUng  l«  mn- 


s Is  afford.^d  by  t 


icqulred  ... 
of  goods  In'*! 

the  dull  peric  _ 

die  of  Inst  month.  Orders  i 
and  waist  manufacturers  ha\  . 
up  by  the  hesitant  purchases  of  r. 

Tills  hesitation  Is  nl’jo  apparent,  .. 

operations  of  piece  goods  department 


s holdings  before  a 


e bcst^oplnlon  among 
' Japanese  Syndl- 


bright 


w hoIiS  42.W  

k Jobbers  have  weakened  under  the 
I qu^ct  trade  and  appear  ready  I 


Stocks  hero  and  abroad  prove  a han 
) burlap,  which  otherwise  might  prov 
■■  ■■  3_  present  price.  Owing  t 


nctlylty  of  ^bag  ’’manufovHurers  in  iho  cotton 


goods  market,  where  

^arch  of  sheetings,  It  Is  believed  that  they 


Textiles 


WOOLGKd  conUnuc  to  lead  th 
movement  toward  tatablUty 
placed  texUlea  ah'iud  of  o 

dusU'les  In  getting  toward 

dillons.  Duilng  the  week  tl 

evidence  that  the  woolen  and  worsted  i - 

'I  operation  Into  the  early 


Iron  and  Steel 


thirty  leading  companies,  wh 

tonnage  of  unfilled  orders  ^ 

lending  steel  Inlerest,  Is  sign 

pressed  condition  of  the  trade,  i 
lion  of  operations  that  now  ~ 
and  Hu  per  cent  of  capacity. 

The  situation  Is  not  without  ...  

spots.  Tho  Far  Esisl  Is  in  the  market  .. 
railroad  construction  materials,  and  orders 
for  domestic  roads  for  necessaries  arc  bob- 
bing up  here  and  there.  The  Burlington 
has  unUTcd  some  2,0U()  tons  of  lie  plates. 
. ...  'or  car  repair  work  for  the  Pennsyl- 
vania and  the  New  Vork  Central  has  bulked 
n the  week's  Inquiries.  Inquiry.  In 
lacc,  in  railroad  lines,  Is  on  the  Increase,  and 
It  Is  on  this  buslnuss,  In  the  main,  that  tho 
Iron  and  steel  Industry  of  the  country  is  now 
dependent. 


Offerings  of  the  Week 

City  of  Akron.  Ohio,  *100,000  ft%  per  cent, 
school  district  bonds,  aaled  April  1,  liriU, 
duo  April  1.  102I-10'J7,  exempt  from  nil  Fo<l- 
cral  Income  taxes.  Offered  by  Grandon,  Gor- 
don «<  Waddell  at  prices  to  yield  0 per  cent. 

City  of  Chlcugo^llL,  *300,000  sonltair^dls- 
10^,  exempt  from  all  Federal  Income  taxes. 
Offered  by  Bldrcdge  A Co.,  at  prices  to  yield 
5.00  and  ft.ftft  per  cent.,  necordlng  to  maturity. 

County  of  Burlington,  N.  J..  *138,000  " - - 


Republic 

Kr  rent,  cxlrrnul 
nds,  nuii-eiillnble 

only  ut  loa.  Offorial  

Company,  at  iwv,  and  Inlervst, 
per  cent,  to  maturity. 

Great  Western  Power  Company  of  Cali- 
fornia *Vi0,lK)O  flr*t  iitid  refunding  moitgage 
7 per  vent,  sinking  fund  gold  bond*,  series 
B.  Offered  at  IMl  and  Interest,  to  yield  7.M 
per  cent.,  by  U H.  Hollins  4 Son*  and  Ron- 


Uruguay  »7.ftOO,lXK)  25-year 


linking  I 

years,  redi-emnbio 
Nnlloniil  City 
•-  yield  S.20 


.'onipanv  *3,OUO,OHU  IQ-yes 


I.  secured  gold  bonils, 


_ UnUi.'.l  !■ 

A.  1j.'  Leseh  A . 

to  yield  7,n  iHT  cent, 

I'hilippliie  Governnirnt  *10,1)00,000  A%  per 


0 e per 
uturlng 


a Increased 


months  I 

nounceil  I 

viously  opened  for  Spring,  1022,  l 


■ other  departments,  l 


moderate  Improvement  which  h 
ited  In  the  volume  of  orders  In  tno  last 
:ck  or  so,  must  lead  to  Iho  conclusion  that 
e Imnistry  touched  bottom  in  July  and  that 
/*ogu.it  bookings  and  earnings,  while  ex- 
hibiting no  particularly  robust  gains,  will, 
nevertheless,  prove  that  the  long  coast  down 
the  grade  has  stopped  and  that  the  indicator 
again  points  upward.  The  view  has  been 
very  widely  expressed  by  economists,  as 
well  an  by  the  leader*  of  the  Iron  ond  steel 
Industry,  tha^  It  would  be  the  last  to  llqui- 


and  New  Jersey.  Offered  I, 
man  & Co.,  at  prices  to  yield  n.ftO  per  C( 
Middle  West  Utilities  Company  tli.ftC 
2U-year  8 per  cent,  secured  gold  notes,  s 
C.  Offered  by  HnUey,  Stuart  f " 


y Hallgarten  A Co., 
riman  A Co.,  llornblowvr  A Wevks,  A,  II. 
Lriieh  A Co..  Kounlie  Ilros.  iiml  West  A 
Co  . at  08%  anil  Intore*!,  lo  ylvhl  nS  per  cent. 

Thu  Westi'i'ii  Union  Tulegraph  Compiiny 

Co.,  at  DU  and  aecruixl  Interest,  to  yield  0.011 
per  cunt,  lo  nmturlly. 

Town  of  Kearney.  N.  J.,  tllH.WXl  i]  m-r  cent, 
suwer  bonds,  exeiiipl  from  Fetleral  liu-omi> 
and  New  Jersey  Stale  taxes,  legal  Investment 
fur  Havlnx*  tmiikn  nml  Irunt  Rimls  In  New 
York  and  New  jersuy.  Offenvl  by  Rutter  A 
Cu.  iind  Ogilby  A Austin,  at  prlees  lo  yield 
from  n.OO  to  ft  40  piT  cent  , according  lo  ma- 
turity. 

Duvul  County,  Fla.,  r^AO.OlIu  0 per  cent 
coupon  bridge  bonds,  duletl  July  I,  1021,  due 
July  I,  1U3I,  exempt  from  nil  Fedeml  In- 
nime  titxivi.  Offered  by  liunbrlght  A Cu. 

-k.  William  A Co.,  at  102  Ml.  to  yield 


5%  P 


I 0.3%  and  interest, 
efty  anil  County  of  San  Francisco.  Cal., 
»13..700,0<KI  gold  4%  per  cent,  water  bonds, 
dated  July  1,  1010,  due  July  1,  11H3-1064,  ex- 
empt from  nil  Federal  Income  tivics  and 
taxes  In  California,  legal  Investment  (or  sav- 
ings banks  and  trust  fund*  In  New  Tork. 
fttasauchusetls,  Connecticut,  Cnllfoinin  and 
other  Slates.  Offered  by  First  National 


Offered  by  Miller 
......  about  * '"  - 

/ *71X1, (KIO  4% 


U VlfllV 


Co.,  at  prieen  lo  yield  about  7 

Hussox  County  *lf "• 

way  Inipnivemoiit  t 

dui'  serially  July  I.  lui.i  UI  lemi,  esenipi  ■■om 
all  Kotleriil  Ineiimu  luxes,  lax  fruu  In  l)nlu- 
ware.  OffiTisI  by  Rlddlu  A Henry,  Harrison, 
Smith  A Cn,.  and  J.  H.  Van  Ingen  A Co,,  ut 
prices  to  yield  .3.43  per  cciiL 


Dividends  Declared  and  Awaiting  Payment 


STUAftt  RAILROADS. 


Chestnut  h 


Soulliuni  Pnelflc  . 


Company. 

Bums  Brothers  . 
By-Froducts  Coke 


Cslltomla  racking 1%  < 

Cities  Service  tRt  k 


Company.  lisle,  riod.  sb 

Imp.  Tobsceo  of  Orest 

Inland  Steel  23c  Q Sep. 

Indians  ripe  Line *2  Q Aug.  I 

. Harvester  pf 1%  Q Bep. 

n Products  pf 2 'q  Aug.  I 


tND  ELECTRIC  RAILWAYS. 
t L.  pf...  Mi  Q Sep.  1 *Aug.  1 

com.  A pf.  1%  Q Aug.  15  July  3 

2%  S(k  Sep.  1 Aug.  1 

).  5%  pf..*l.2S  Q Sep.  1 *Aug.  1 


•V.  Penn.  T.  A W.P.  pf.  1%  Acc  Aug.  1 
TRUST  COMPANY. 

INDUSTRIAL  J 


> MISCELLANEOUS. 


Q Sep.  I 
Q Sep.  I 
Mi  O Sep.  1 


I Coastruclloo,.II)c  — 


k Mlg.  Ouarantce.. 


Crescent  Pipe  I 


Bssunsn  Kodak  . 


Federal  Utilities  p 
General  Asphalt  p 


HoOsse  Cotton  Mhls 
III.  PowB^Sec.  pf. .. 


. Mi  Ex.  Aug.  IS  *Ai 


Plllsburgh  Steel  pf  Mi  < 

I’rsll  A Whilney  pi 1%  I 

rresssd  Hleel  Csr  pf. , . I7i  < 

Proelor  A Osmble 8 ( 

Proeter  A Oamhle 4 S' 

Pulinjsn  Co 2 < 


I.  Oss  A KiNIrIC  pr  8 (J  Hep. 

--  7*  pf I}i  g Hep. 

SherwIn-WIIMadia  pf....  IK  U Kep. 
i-Khef.  8.  A I.  pf..  Ili  Q Oel, 

V.  P.  A L.^pf....^..,  Q Bep.  ^ 
SlnndnM  Oil  of  Iticl j Q ^p,  I 

"tern  Ilros.  pf t4i  g Hep, 

Do  pf WUe  - Hep. 

ludeWktr  Corp 

Hliidebsker  Corp.  pf. . 
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ADVEItTISEMBNTa. 


In  theHeart  of  London 


ThRBADNEEDLE  Stmt,  Lombard  Street 
and  the  Exchange — here  in  the  heart  of  London 
beats  the  financial  heart  of  Britain. 

Expert  eyes  arc  watching  it  for  the  benefit  of 
American  business.  Expert  ears  are  listening  for 
every  murmur  that  tells  of  change. 

The  New  York  Evening  Post  has  your  repre- 
sentative there  in  the  person  of  Mr.  Arthur  W. 
Kiddy,  whose  daily  cable  dispatch  brings  to  the 
Evening  Post  alone  the  information  and  judgment 
of  the  man  who  has  been  described  by  one  of  the 
Governors  of  the  Bank  of  England  as  “ the  best- 
informed  man — the  most  dependable”  of  all  the 
financial  writers  of  London. 

Mr.  Kiddy  is  the  Financial  Editor  of  the  Lon- 
don Morning  Post,  and  both  by  virtue  of  his 
own  ability  and  because  of  the  facilities  at  his 
disposal  for  the  gathering  of  news,  his  dispatches 
are  the  most  thorough  and  the  best  informed 
that  come  to  America. 

These  expert  dispatches  arc  only  one  of  the 
features  of  the  three-page  daily  and  seven-page 
Saturday  financial  section  ol  the  New  York  Eve- 
ning Post. 

Read  the 
Evening  Post 
every  day 


Benjamin  Franklin,  writing  from  Paris  to  his  nephew 
in  Philadelphia,  said:  “And  as  you  will  before  that 
time  have  come  to  believe  it  is  a very  decent  warrant 
of  stability  to  serve  one  thing  faithfully  for  a quarter 
of  a century.” 


The  American  Banker  is  now  in  its  eighty-fifth 
year  of  continuously  serving  faithfully  the  best 
reading  and  statistical  needs  of  American 
bankers. 

Eighty-five  years  is  not  a great  age  when  com- 
pared with  the  pyramids,  but  is,  as  Franklin 
said,  ‘‘a  very  decent  warrant  of  stability.” 

THE  AMERICAN  BANKER 

The  Magazine  of  the  Banlj  Executive 
67  Pearl  St.  New  York 


War  Volumes 

Published  by 

The  New  York  Times  Company 

OFFICIAL  DOCUMENTS 
CHOICEST  LITERATURE 
AUTHENTIC  RECORDS 


3500  TITLES 
12,000  PAGES 


960  ILLUSTRATIONS 
1600  CARTOONS 


Both  a history  of  facts 
and  the  facts  of  history 

A complete  War  Library.  Its  contents  con- 
sist of  the  most  important  writings  of  the  master 
minds  of  the  world  on  every  phase  of  the  war. 
The  essential  official  documents  of  all  nations. 
The  authentic  records  of  diplomatic  exchanges. 
Impartial  chronicles  of  historic  episodes.  Thrill- 
ing descriptions  of  Great  Battles  on  Land  and 
Sea.  Official  reports  of  commissions  and  inves- 
tigators. Maps  of  all  campaigns.  All  illustra- 
tions in  the  soft  texture  of  rotogravure.  His- 
toric cartoons  of  all  the  nations. 

TWENTY  VOLUMES 

in  the  set 

Each  of  the  War  Volumes  Contains; 


The  official  reports  of  the  great  cam- 
paign written  by  the  Commanding 
Generala. 

The  salient  speeches  of  the  states- 

The  historic  diplomatic  documents. 

A narrative  of  the  war,  up  to  the 
date  of  tlie  volume,  written  by  an 
American  historian. 

Reviews  of  the  military,  economic 
and  political  situations  by  interna- 
tional experts. 


96  pages  of  war  photographs  in  roto- 
gravure. 

Charts,  maps,  diagrams  and  interna- 
tioPal  cartoons.  Each  volume  con- 
tains 600  pages  of  authoritative, 
interesting  data  and  documents. 

The  twentieth  volume  contains  text 
of  the  Peace  Treaty,  a Cumulative 
Index,  a Gazetteer  of  Names  and 
Places,  etc. 


Sold  on  Easy-Payment  Plan 


Full  particulan  and  a free  boolilel  Te'iU  be  mailed  to  arty 

Sign 
and 

Forward 
at  Once 
the 

Attached 
Coupon 


• ntho  isdl  apply. 


The  Nea  Yorl{  Times  Co. 

IVar  Volumes 

7'imcj  Square,  New  York  City: 

Send  free  bool(lel  and  particulars  of  the  War  Volumes 
of  The  New  York  Times  to 


Name 


No 

Obliga- 
tion to 
Buy  Is 
Involved 


Address 

City 
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APygftTIBKMgKTg. 


ADTSaTIBBMEKTB. 


Printing 

from  steel 


gets  a better  reception 


TThc  imprcaaion  created  by  your  letters  or  statements 
depends  not  only  on  the  printed  or  typewritten  message, 
but  also  on  the  quality  of  the  paper  used  and  the  char- 
acter of  the  printing  on  that  paper. 

Printing  from  steel  gives  that  distinguished  effect 
characteristic  of  engraving. 

Lt  is  especially  effective  for  letter-heads,  envelopes, 
statements,  and  the  like. 

We  will  gladly  submit  samples — and  prices — on  request. 

WILLIAM  MANN  COMPANY 
PHILADELPHIA 
FOUNDED  IN  1646 
Nexo  Yori  Offices:  Broadway 


THE  PHILADEL- 
PHIA NATIONAL 
BANK  has  a mast  al- 
tractive  steei-printed 
letter-head  executed  by 
us.  This  bank  has  used 
Mann  Products  for  more 
than  thirty-five  years. 


FOREIGN 

GOVERNMENT 

municipal 

SECURITIES 

Qootofa'ont  on  Request 

C.  B.  RICHARD  & CO. 

Established  1847 

29  BROADWAY,  NEW  YORK 
Fliou  Wtdl«liAn  SOQ 


ROYAL 

DUTCH 

Tlio  Buropcan  Standard  Oil — foetcred 
by  the  British  QoveraiDeot.  Ana- 
lyMd— ^tber  loattira  In 

dsk  for  a MARKET 

copy  G-IU  OPINION 

R.H.MacMASTERS&CO. 


EXCHANGE  OF  HUNGARIAN  SURSTAMPED  NOTES 

ol  the  Auitro-HnnakrisB,  Bulk 

INTO  NEW  HUNGARIAN  STATE  NOTES. 

The  liquidation  of  the  AUSTRO-HUNGARIAN  BANK  having 
taken  place  and  the  new  ROYAL  HUNGARIAN  INSTITUTE  for  the 
EMISSION  OF  STATE  CURRENCY  NOTES  having  become  estab- 
lished, 

THE  HUNGARIAN  SUBSTAMPED  BANKNOTES  FOR- 
MERLY CIRCULATED  BY  THE  AUSTRO-HUNGARIAN 
BANK  AND  THE  NOTES  ISSUED  BY  THE  ROYAL  HU^ 
GARIAN  POSTAL  SAVINGS  BANK  ARE  AT  THIS  TIME 
BEING  EXCHANGED  FOR  NEW  HUNGARIAN  STATE 
NOTES,  WITHOUT  ANY  DEDUCTION  WHATSOEVER. 

The  Royal  Hungarian  Institute  for  the  Emission  of  State  Cur- 
rency Notes  has  entrusted  me  with  the  task  of  gathering  in  the 
Hungarian  Surstamped  banknotes  of  the  above  description  for  the 
purpose  of  exchange. 

Owners  of  exchangeable  Hungarian  currency  are  therefore  re- 
quested to  communicate  with  me,  so  as  to  enable  me  to  send  them 
a blank  form  of  declaration,  which  must  accompany  the  banknotes 
to  be  surrendered  for  exchange.  Pending  the  examination  of  the 
surrendered  notes  by  the  Hungarian  Government  authorities,  I shall 
furnish  my  own  receipt. 

Special  attention  Is  called  to  the  fact  that  all  notes  accompanied 
by  the  declarations  must  reach  my  office  on  or  before  September 
iSth.  1921. 

1 avail  myself  of  this  opportunity  to  offer  the  services  of  my 
foreign  department  to  the  trade  and  general  public,  referring  to  Us 
splendid  facilities  of  transmitting  money  to  all  parts  of  the  world, 
specializing  in  the  countries  of  CENTRAL  EUROPE.  In  Hungary, 
Jugoslavia,  Germany,  German  Austria,  In  the  cities  of  Prague  and 
Danzig,  I am  in  position  to  make  payments  In  American  DOLLARS 
as  well.  Money  transfers  made  by  post,  cable  or  check.  Further 
particulars  cheerfully  furnished. 

EMIL  KISS,  BANKER 

CoUecting  Agency  for  the  Royal  Hungarian  Inatitute 
(or  tl»  Eznistion  o(  Cnrrency  Notes. 


133  Second  Ave., 


HISTORY  OF 

Nfui  fork 

1851  to  1921 

By  Elmer  Davis  of  The  New  York  Times  EJilorial  Staff 

Id  commemoration  of  the  25tb  Anniversary  of  the  present  management, 
August  18,  1921,  and  the  70th  Anniversary  of  the  first  issue,  which  occurs 
September  18, 1921,  this  history  of  The  New  York  Times  is  really  a history 
of  New  York  journalism;  from  the  archaic  days  preceding  the  Civil  War 
through  to  toe  great  peri^  of  the  present. 

Vital  influences  which  have  molded  the  newspapers  of  the  entire 
country  are  described  with  word  portraits  of  all  the  great  journalistic  leaders 
of  New  York  of  the  past  seventy  years.  Eighteen  facaimile  reproductions 
of  first  pages  of  The  Times  show  examples  of  newspaper  typography  of 
various  periods,  and  recall  important  events,  such  as  the  laying  of  the 
Atlantic  cable,  critical  moments  in  the  Civil  War,  the  Tweed  disclosures  and 
crucial  points  of  the  World  War. 

A book  for  the  newspaper  man,  the  student  and  for  whoever  seeks  to 
be  informed  on  the  development  of  the  daily  newspaper  in  America.  This 
history  is  certain  to  form  an  important  addition  to  journalistic  literature, 
and  it  will  probably  be  numbered  among  the  more  important,  and  inevitably 
among  toe  most  authoritative,  contributions  to  this  subject. 

The  book  contains  456  pages,  with  32  gravure  illustrations  of  persons 
and  scenes  prominent  in  the  development  of  The  Times. 

Published  by 

THE  NEW  YORK  TIMES  COMPANY 

Times  Square,  New  York 


^ Obtnlsablc  at  tbs  followlos  c 

TlraM  BaUdioc 


Business  of  Keeping 
fit  For  Business 

The  bottles  of  business 
aro  won  by  men  phys- 
icoUy  fit. 

The  wise  business 
man  makes  it  part  of 
his  regular  business  to 
keep  ut  for  business. 

My  business  is  keeping 
YOU  fit  for  YOUR 
business.  And  I see 
that  you  get  some  fun 
out  of  it,  too, 

McGovern’S 

GYMNASIUM 

Dorlond'a  Bldiiis  Aotdeaiy 

5 West  e6th  Street 

New  York  City 

TtJPDboQM  1 Oolumbo*  fOtS-lOlSt-WO 


Hart  Oil 
General  ^ 
Edmonds  O.  & R. 
Owenwood  Oil 
R.  E.  Seamans  Co.  Pfd. 
Stevens  Duryea 

BtporU  on  rtoutti. 

WILSON  & COMPANY,  Inc. 

1418  Walnut  St,  Philaddpliia 

Ucnnt  6176-7-8 


L R.  Sted  Chain  Stores 
United  Auto  Stores 

BeupM,  Bote  and  Ouolad 
8a»  our  quotstlona  on  Industrial  and 
MlBoeUasscNU  Page, 

R.J.McCLELLAND  &C0., 

Onllilcd  OItUod 

too  Broadway  T«l*phoa« 

New  York  City  Roetor  604 


American  Banker 


— NBW  TOBS  = 


T WIDILV  eiHULATV 


Bontin;  Jonrnal  m America 


UQBIDATION  NOTIOB. 


Tbo  National  Bank  o<  VlsoUa.  located  at 
VlaUlo,  in  the  St&M  of  California,  Is  closing 
Us  alfalia.  Ail  coM  boldors  and  other  cr«d- 
Uors  of  the  aa8Dcls.tlon  are  therefon  hereby 
notified  to  present  the  notea  and  other  ololms 
for  payment. 

Dated  Vtsollo,  California.  Juno  4.  192L 
C.  J.  QIDDINQa  President. 


DITIPBNPa 


Ameriesn  Toiephone  & Telegrsph  Co. 

Xtsth  DIYTDEN'D 


H.  BLAlR-auXTU,  Tresswar. 


The 

Annalist  Binder 

Strong,  handsome  binder  to 
hold  26  issues  of  The  An- 
nalist. The  binder  is  dur- 
able, being  made  of  strong 
cloth,  lettered  in  gold. 
Price  $1.50. 

THE  ANNALIST 

Timu  Square— New  York 


Official  WaMiington  Optimistic  Over  the  Railways 


By  Rodney  Bean 


QNGTON,  Ang.  20. 

[00  confUctiiig 

’ views  about  the  con- 
; ditioQ  of  the  rail* 
: roads  have  been  pre- 
I seated  in  testimony 
; before  Senate  and 
i House  committees 
! and  in  “propagan- 
da “ issued  by  rail- 
way executives  and 
employes,  that  even  experts  in  Wash- 
ington who  believe  themselves  reason- 
ably well  versed  in  these  matters  have 
confessed  to  a certain  confusion  of 
thought  when  asked  for  a reply  to  the 
question:  “Where  do  the  railroads  of 
the  country  stand,  and  what  is  to  be  the 
outcome  of  the  controversy  that  has  held 
public  attention  for  many  months?  ’’ 

One  way  of  answering  this  question  is 
to  state  frankly  that  official  Washington 
does  not  look  forward  to  a break-down 
of  the  transportation  system,  nor  does  it 
expect  that  any  of  the  important  car- 
riers will  go  into  the  hands  of  receivers, 
or  that  a situation  will  be  created  which 
would  force  Government  ownership  or 
control.  It  also  may  be  stated  that  a 
nation-wide  railroad  strike  is  nqt  consid- 
ered among  the  probabUities. 

The  railway  executives  for  some 
months  past  have  painted  a very  deject- 
ed picture  in  presenting  the  cause  of  the 
railroads  to  the  Government  and  to  the 
public.  Unquestionably  there  has  been 
much  in  the  situation  which  has  made 
this  task  relatively  easy.  There  was 
even  talk  for  some  time  that  unless  im- 
mediate relief  was  given,  the  nation 
might  expect  to  find  a number  of  the 
lines  in  the  hands  of  the  receivers  by 
July  1,  thus  establishing  what  some  con- 
sidered a form  of  public  ownership. 
July  1 came,  however;  interest  charges 
were  met,  and  in  most  instances  means 
were  found  to  make  dividend  payments. 
The  much-talked-about  “ crisis " was 
passed  without  a gweral  financial 
smash-up. 


executives  were  making  their  fight  for 
reduction  of  wages  before  the  Federal 
Labor  Board  at  Chicago— a struggle 
which  ended  in  what  is  estimated  at  an 
average  reduction  of  12%  per  cent.,  or 
periisps  $400,000,000  annually.  This  was 
about  half  what  the  executives  were 
fighting  for,  and  there  was  general  dis- 
appointment. Labor  leaders  were  in- 
clined to  advise  the  employes  that  the 
decision  should  be  accepted  as  a victory, 
however  much  they  ^ght  see  fit  to 
grumble  publicly  against  the  injustice 
uf  any  reduction  whatsoever.  Such  a 
conclusion  may  be  drawn  from  the  fact 
that  threats  of  a strike  in  event  of  any 
reduction  being  ordered  were  soon  ended. 

The  railway  executives  accepted  the 
decision  with  as  good  grace  as  they 
could  summon  up  and  went  about  adjust- 
ing their  affairs  on  the  new  basis.  They 
had  another  fight  to  make  which  in- 
volved the  settlement  of  claims  against 


the  Government  which  would  bring 
about  the  prompt  payment  of  money 
owed  to  the  carriers  by  the  Government 
growing  out  of  Federal  control,  and  also 
the  funding  in  ten-year  bonds  of  the  debt 


which  the  roads  owed  the  Government 
for  capital  expenditures.  That  fight  still 
is  in  progress,  and  in  the  end  the  car- 
riers probably  will  receive  $500,000,000 
or  more  from  the  Treasury  Department 


and  their  debt  to  the  Government  will  bo 
funded. 

Those  Govomment  officials,  among 
them  the  President,  who  bcliovo  it  essen- 
tial to  the  welfare  of  the  nation  and  tho 
nation’s  industry  to  have  tho  railroads 
operaUng  on  a sound  basis  arc  anxious 
that  theso  settlements  shall  bo  brought 
about  with  as  little  delay  as  possible. 
The  theory  is  that,  with  coming  power 
increasing  and  tho  receipt  of  tho  money 
duo  from  the  Government  to  pay  out- 
standing debts  and  moke  for  increased 
activity  in  repair,  maintenance  and 
equipment  work,  the  carriers  will  bo  able 
to  see  daylight  ahead;  that  with  the  ro- 
vivol  of  acEivitics  by  tho  carriers  tho  un- 
employment situation  will  show  improve- 
ment and  industry  will  bo  assisted  in 
putting  on  steam. 

rpHE  point  of  view  of  the  principal  rail- 
-*•  way  executives  might  bo  presented 
something  like  this:  “ Let  us  have  tho 
money  due  from  tho  Govcminent  and 
fund  our  indebtedness  to  the  Govomment, 
and  wo  will  try  to  do  tho  best  we  can  to 
stir  things  up  a bit”  That,  at  leost, 
^nld  seem  to  express  a lot  of  talk  that 
is  being  heard  in  railroad  circle  now. 

Led  by  Senator  Kobert  M.  La  Follctto 
of  Wisconsin,  tho  Government  owner- 
ship group  and  some  organisations  of 
employes  who  don’t  care  so  vitally  about 
Government  ownership,  but  are  keeping 
up  a fight  to  prevent  tho  carriers  from 
regaining  a position  of  power  which 
might  react  against  organized  labor’s  po- 
sition, are  doing  whut  they  can  to  ham- 
per the  program,  They  are  receiving 
the  aid  of  certain  Western  members  of 
Congress,  some  of  whom  sec  an  opportu- 
nity to  effect  a trade  whereby  legisla- 
tion they  desire  will  have  a bettor  chance 
of  adoption. 

At  this  time  it  would  appear  that  In 
tho  end  tho  Administration's  policy  will 
prevail,  and  that  tho  carriers  will  obtain 
tho  financial  relief  for  which  they  are 
asking.  If  that  proves  to  bo  tho  ca»',  a 
very  real  stimulation  of  raUrood  proper- 
ties may  be  looked  for,  which  should 
have  an  optimbtic  effect  upon  general 
industrial  conditions. 

Among  the  reports  to  bo  heard  in 
Washin^n  when  the  needs  of  tho  car- 
riers are  discussed  is  that  tho  railroads 
of  the  nation  have  bills  amounting  to 
about  $300,000,000  awaiting  payment  to 
which  they  hope  to  apply  funds  obtained 
from  the  Government.  In  arguing  for 
the  speedy  adoption  of  legislation  which 
would  make  avaUable  $500,000  or  moro 
to  the  roads  from  tho  Government  In  set- 
tlement of  claims,  it  is  contended  that 
the  payment  of  theso  millions  to  indus- 
tries by  the  carriers  would  be  an  impor- 
tant step  toward  casing  the  general  in- 
dustrial situation.  It  also  is  eontenaw 
that  once  the  money  was  available,  the 
carriers  also  would  be  ablo  to  take  up 
maintenance  and  repair  work  which 
would  call  for  tho  employment  of  many 
thousands  of  men.  One  railroad,  it  has 
been  stated,  was  prepared  to  re-employ 
8,000  men  the  minute  the  money  due  it 
from  the  Government  was  received. 
Financial  statements  made  to  the  In- 


Net  Railway  Operating  Income  Compared 
With  Six  Per  Cent,  on  Valuation 


:o  Uay,  1021. 


Class  I roads  and  s^lchiag  and  tenninal  companlci.  September.  1020.  t 
(Districts  In  accordance  with  Rato  Cose  Groupings.) 

Rate  Earned 
Shortage  (Annual 


Six  Per  Cent. 


Month  and  District  Valimtion 

Month  of  September,  1920 

Eastern  district 861,487,000 

^uthem  district 8,626,000 

Western  district 49,123,000 

United  States $109,236,000 

Month  of  October,  1920 

Eastern  district $49,669,000 

Southern  district 10,321,000 

Western  district 62,466,000 

United  States $112,436,000 

Month  of  November,  1920 — 

Eastern  district. , $42,263,000 

Southern  district 10,391,000 

Western  district 46,632,000 


United  States $99,286,000 

Month  of  December,  192(^ 

Eastern  district. $36,617,000 

Southern  district 11,713,000 

Western  district 38,628,000 

United  States $86,868,090 

Month  of  January,  1921 — ■ 

Eastern  district $30,777,000 

Southern  district 9,394,000 

Western  district 27,101,000 

United  States $67,272,000 

Month  of  February,  1921 — 

Eastern  district $23,693,000 

Southern  district 8,696,000 

Western  district 24,311,000 

United  States $66,599,000 

Month  of  March,  1921 — 

Eastern  district $36,272,000 

Southern  district. 10,776,000 

Western  district 34,041,000 


United  States $81,089,000 

Month  of  April,  1921 — 

Eastern  district $39,391,000 

Southern  district 9,790,000 

Western  district 31^06,000 

United  States $80,467,000 

Month  of  May,  1921 — 

Eastern  district $46,162,000 

Southern  district 9,941,000 

Western  district 36,643,000 

United  States......  $92,736,000 

Nine  months  ended  May  31,  1921 — 

Eastern  district ^66,211,000 

Southern  district 89,647,000 

Western  district 840,140,000 

United  States $785,998,000 

•Deficit. 

Six  per  cenL  on  valuation 
_ie  Interstate  Commerce  Commission 
Railway  Economics  to  apply  to  rallwa 
the  monthly  quota  that  the  raUw. — ■ 
ations  to  traffic  and  earnings.  Tl... 
of  the  three-year  test  period.  Dletrii 
the  Eastern 


Net  Railway 
Operating 
Income 

$31,606,610 

4,219,397 

39,684,374 

$76,310,311 

$36,243,707 

4,882,939 

46,328,841 


$4,301,886 

3,916,252 

2,008.446 


•$1,448,365 

670.431 

•80.465 


•$9,204,175 

•241,062 

2,066,930 


$12,498,196 

3,239,648 

14,967,448 

$30,696,192 

$16,250,686 

2,496,930 

10,601,259 

$29,248,874 

$21,625,104 

1,505,691 

14,049,869 


$13,416,293 

6,438,061 

7,126.169 


$86,466,487  $26,979,613  4.6 

$23,285,062  $18,977,948 

2,884,043  7.606.967 

28,174,698  18,467.302 

$64,343,793  $44,942,207 


$32,316,114 

7,797,748 

86,619,666 


$10,226,683  $76,632,417  0.': 


$32,226,865 

8,823,669 

27,18M66 


18,399  $68,230,399 


$32,797,176 

8,936,062 

22,244.070 


•$7,378,307  $63,977,307 


$23,773,804  2.1 

7,636.452  l.£ 

19,083,652  2.( 

$60,393,808 

$23,140,315  2.E 

7.293.070  1.6 

20,804,741  2.0 


$61,238,126 

$24,626,896 

8,486,309 

22,593,141 


$37,080,664  $66,666,346 


$136,224,716 

23,425,980 

167,016,699 


$219,986,284 
66,221,020 
183,123.401 

$316,667,296  $469,330,706 


computed  on  the  lentalivo  valuation  made  by 
the  rate  decision,  adjusted  by  the  Bureau  at 
lys  of  Class  I,  and  is  distributed  by  months  to  show 

lonthly  distribution  Is  based  upon  the  actual  resulu 

. 1 are  In  accord  with  Rale  Case  (ex  parte  7f)  Grouo- 

Includes  and  the  Southern  district  excludes  the  Pocahoi 
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teretata  Commerce  Commission  for  the 
recent  months  up  to  and  including  Jime. 
1921,  are  of  very  great  interest  as  Ult^ 
trativc  of  what  may  be  expe^cd  jn 
event  the  carriers  get  tbeir  half  billion 
or  more  from  the  Government  and  busi- 
ness shows  steady,  if  gradual,  increase. 
There  are  some  hopeful  indications  from 
the  viewpoint  of  the  carriers,  although 
they  would  seem  to  predict,  as  weU.  that 
a return  to  normalcy  by  the  camera 
must  be  a slow  process. 

Figures  for  the  month  of  July  are  not 
yet  available,  and  are  being  awaited  with 
great  interest,  for  they  will  refleet,  for 
the  first  time,  the  effect  on  tho  income 
of  the  railroads  of  the  recent  wage  cuts 
which  date  from  July  1,  1921.  One  con- 
clusion drawn  is  that  with  the  wage  cuts 
in  effect  and  business  somewhat  un- 
proved, the  carriers  may  average  the  6 
per  cent  of  earnings  on  valuation  as 
contemplated  by  the  Transportation  act 
of  1920.  The  average  earnings,  in  fact, 
may  even  go  slightly  abovo  the  6 pet 
cent  mark  by  September  or  October. 
There  are,  however,  factors  which  must 
be  taken  into  consideration  when  compu- 
tations are  made  to  illustrate  the  im- 
provement of  conditions  which  may  be 
hoped  for  when  the  wage  cuts  are  con- 
sidered. 


ONE  of  these  factors,  an  important 
one,  is  that  for  some  time  the  car- 
riers have  been  practicing  the  utmost 
economy  in  regard  to  repairs  to  equip- 
ment and  in  other  maintenance  work. 
The  minimum  of  maintenance  work  con- 
BxsUnt  with  safety  has  been  done,  work- 
ing forces  have  been  kept  to  low  levels, 
and,  it  might  be  said,  the  carriers  have 
been  living  a day-to-day  existence.  At 
least,  such  is  the  contention  of  the  exec- 
utives. Opponents  of  the  railroads  have 
asserted  that  extravagance  has  been 
practiced  in  other  directions  and  ac- 
counts juggled  in  order  to  moke  as  poor 
a showing  as  possible  while  the  fight  was 
on  to  obtain  wage  cuts  and  sympathetic 
treatment  by  Congress,  and  that,  once 
the  fight  is  over,  tho  roads  will  make  a 
much  better  showing  on  paper,  That, 
however,  is  denounced  by  the  executives 
as  irresponsible  propaganda. 

As  a matter  of  cold  analysis,  the  fig- 
ures would  seem  to  show  that  had  tho 
wage  cuts  which  began  July  1,  1921, 
been  in  effect  in  October.  1920,  tho  car- 
riers in  that  month  would  have  earned 
slightly  in  excess  of  tho  6 per  cent,  on 
valuation  contemplated  by  the  Transpor- 
tation act.  I 

During  that  month  tho  not  operating 


income  of  the  Class  1 carriers  was  re- 
ported as  ^6,466,487,  or  a shortage  un- 
der 6 per  cent  on  valuation  of  J26.979,- 
613.  11,  03  estimated,  the  wage  reduc- 
tions ordered  ojnount  to  $400,000,000  an- 
nually, there  will  be  a saving  of  approxi- 
mately $33,000,000  a month.  It  will  be 
seen  that  had  the  wage  reductions  been 
in  effect  the  net  operating  income  of 


000  necessary  to  earn  the  6 per  cent 
The  figures  for  July  will,  it  is  predicted, 
make  a slightly  better  showing,  bringing 
net  operating  income — ^with  the  wage  re- 
ductions actually  effective — very  close  to 
the  6 per  cent  goal. 

It  should  he  taken  into  calculation  that 
these  figures  are  an  average  for  roads 
showing  an  operating  income  and  those 


Statement  of  Roads  Earning  an  Income  and 
\ Those  Operating  at  a Deficit 

Class  I roads  and  large  switching  and  terminal  companies. 

! Number  Averase  NotRaUway 

of  Beads  Miles  OperaUd  Operafg  Income 

January,  1921 — 

Roads  earning  an  income 

1 Roads  operating  at  a deficit 

107,286.21 

128,242.99 

$21,218,034  ! 
•22,176,483  ' 

286,628.20 

*$958,399  1 

February,  1921 — 

109.66S.41 

$16,409,801 

125,896.37 

235,562.78 

•7,378,207 

March,  1921— 

169,844.91 

$39,328,318 

Roads  operating  at  a deficit 

....  89 

65,736.85 

235,681.76 

$30,695,192  ! 

April.  1921— 

166,833.21 

$39,984,732  ‘ 

Roads  operating  at  a deficit 

....  91 

78,737.24 

236,670.46 

$29,248,874 

May,  1921—  , 

168,767.12 

$45,668,286 

Roads  operating  at  a defiat 

....  82 

76,826.66 

235,692.68 

$37,080,664  . 

•Dcndt 

These  figures  are  baecd  on  earnlnpe 
Commission.  During  the  month  of  Ju^ 
opcratlns  deficit,  as  compared  with  62 

n valuation 
1021,  72  roa 
In  May. 

fixed  by  the  In 
ds  out  of  202  re 

terstate  Commerce  , 
porting  showed  an 

the  carriers  for  October,  1920.  would 
have  been  about  $7,000,000  over  the 
amount  necessary  to  return  6 per  cent 
Tho  month  of  October,  1920,  is  cited,  as 
it  is  the  only  one  since  September,  1920, 
at  any  rate,  in  which  the  carriers  would 
have  earned  the  6 per  cent,  even  with 
the  wage  cuts  made  effective  July  1. 

The  latest  available  figures,  those  for 
June,  1921,  may  also  he  taken  for  pur- 
poses of  comparison.  For  that  month 
the  net  operating  income  was  $61,778,- 
000,  which  was  $47,295,000  under  6 per 
cent  earnings  on  valuation.  But  had 
the  wage  decreases  been  in  effect  an- 
other $33,000,000  would  have  been  added 
to  the  operating  income  earned,  thus  giv- 
ing a net  operating  income  of  $84,778,000 
as  compared  with  an  income  of  $99,078,- 


with  an  operating  deficit  on  the  basis  of 
the  valuation  fixed  by  the  Interstate 
Commerce  Commission.  Thus  some  of 
the  carriers  would  be.  making  consider- 
ably in  excess  of  the  6 per  cent  The 
labor  leaders  have  contended  also  that 
the  valuation  fixed  was  entirely  too  high 
for  a fair  basis  of  computation,  and  that 
even  less  than  6 per  cent  earned  on  val- 
uation might  very  well  mean  a comfort- 
able income  for  a number  of  the  lines.  A 
road  making  considerably  less  than  6 per 
cent,  some  of  these  leaders  have  con- 
tended, might  be  in  a very  fair  position 
if  other  methods  of  computing  earnings 
were  employed. 

In  any  event  if  the  carriers  can  ap- 
proximate earnings  of  6 per  cent  on  val- 
uation and  hold  that  level  for  several 


months  of  the  year,  the  most  serious 
conditions  may  be  considered  overcome. 
There  are  roads  which  probably  will  al- 
ways show  either  a deficit  or  very  small 
earnings  on  this  basis  of  computation, 
but  that  is  no  new  experience  for  them, 
and  they  have  been  carried  as  necessary, 
if  somewhat  unfortunate,  “ poor  rela- 
tions ” of  great  systems. 

Taken  as  a general  proposition,  the 
situation  is  not  without  its  bright  spots; 
in  fact,  there  are  evidences  that  the  car- 
riers are  slowly  but  surely  getting  on 
their  feet,  and  that  they  will  readjust 
themselves  in  time  unless  there  is  some 
serious  obstacle  placed  in  their  path, 
such  as  a strike  of  sufficient  proportions 
to  break  down  the  main  arteries  of 
transportation. 

The  question  of  reduced  rates  is  com- 
ing up  to  give  concern.  Up  to  this 
time  reductions  have  been  largely  to  meet 
competition  by  Canadian  lines  or  by 
waterways  or  where  lower  rates,  it  was 
felt,  stimulated  shipments,  and  in  the 
last  analysis  brought  in  greater  return 
than  the  higher  rates  which  in  some  in- 
stances were  almost  prohibitive  to  the 
marketing  of  certain  commodities. 

It  is  doubtful  if  there  will  be  any  flat 
rate  reductions,  although  preferential 
rates  under  agreement  by  carriers  and 
certain  industries  will  continue.  A very 
great  pressure  is  being  brought  to  bear 
on  the  railroads  from  many  quarters  by 
industries  which  are  struggling  to  in- 
crease operations,  and  this  process  of 
rate  readjustment  will  continue  for  some 
little  time. 

Railway  executives  contend  that  there 
can  be  no  general  rate  decreases  unless 
wages  are  further  reduced,  and  the  ef- 
fort is  being  directed  at  readjustment 
which  will  work  to  the  benefit  of  both 
carriers  and  industry,  and  at  least  not 
take  too  heavily  from  the  earnings  of  the 
carriers. 

Recent  reports  of  car  loadings  have 
been  encouraging.  The  most  recent  re- 
port shows  a slight  falling  off  from  the 
previous  week,  but  tho  decrease  was  not 
serious.  There  had  been  a steady  gain 
up  to  that  time  for  several  weeks,  and 
better  conditions  are  expected.  An  un- 
usual situation  was  developed  last  week, 
in  that,  while  loadings  fell  off  slightly, 
the  number  of  surplus  cars  decreased,  in- 
dicating that  there  was  an  increased  de- 
mand for  cars  from  various  industries 
which  was  not  reflected  in  the  report  of 
loadings.  The  general  trend,  however, 
has  been  for  the  better,  and  has  indi- 
cated that  the  increased  demand  for  cars 
was  not  entirely  due  to  grain  movements. 


Present  Conditions  in  Mexico 


JOHN  B.  GLENN,  tepresMta- 

J tive  of  the  Equitable  Trust  Company 
of  New  York,  states  that: 

Despite  the  more  active  buslnws  Mia- 
tions  and  movements  of  traffic,  both 
commodity  and  passenger,  now  existing 
between  the  United  States  and  Mexico, 
there  ore  still  to  be  found  many  erron- 
eous ideas  and  misinformation  prevalent 
in  the  United  States  regarding  condi- 
tions in  Mexico.  General  conditions  in 
that  country  have  mended  to  such  on 
extent  that  it  can  be  safely  said  that 
the  situation  is  more  favorable  now  than 
at  any  time  aince  1910;  indeed,  an  almost 
daily  improvement  can  bo  noted  by  one 
in  a position  to  study  the  country’s  agri- 
cultural, industrial  and  financial  condi- 
tions. 

Mexico  at  the  present  time.  Is  a coun- 
try without  internal  strife.  There  are 
no  armed  factions  in  the  field,  as  many 
'Americans  suppose,  and  the  present  Gov- 
ernment is,  so  for  as  I can  observe, 
strongly  intrenched.  Tho  fact  is,  that 
the  entire  population  Is  surfeited  with 
war  and  anxious  and  willing  to  engage 
in  peaceful  pursuits.  The  confidence 
with  which  the  more  substantial  interestfl 
in  Mexico  view  the  present  Government 
is  reflected  in  a clarification  and  im- 
provement of  general  business  conditions. 


The  commercial  firihs  of  Mexico  City,  for 
instahee,  have  all  experienced  good  busi- 
ness during  the  last  three  years;  for 
example,  among  the  more  important 
firms  of  the  city  only  two  faUures  have 
been  recorded. 

Train  schedules  which,  until  recently, 
were  an  unknown  quantity,  ate  now  in 
force  and  trains  are  runmng  regulatlv 
from  Mexico  City  to  St.  Louis  and  New 
Orleans. 

President  Obregon  commands  the  con- 
fidence and  respect  of  his  people  and, 
together  with  his  Cabinet,  is  apparently 
very  friendly  to  tho  United  States  and 
is  doing  all  in  his  power  to  increase  the 
business  relations  between  the  two  coun- 
tries. They  recognize  fully  that  the 
proximity  of  the  two  countries  is  a great 
asset  in  the  development  of  trade;  con- 
venient shipping  facilities  give  the  Meri- 
can  merchant  a decided  advantage  in 
cost  and  time  of  delivery  in  dealing  with 
the  United  States  as  against  dealings 
with  foreign  countries. 

They  are  also  ♦string  up  with  zeal  the 
many  and  serious  internal  problems 
arising  from  the  years  of  internecine 
warfare.  For  instance,  Mr.  de  la 
Huerta,  the  Minister  of  Finance,  who. 
desplta  reports  to  the  contrary,  is  work- 
ing in  hearty  sympathy  with  President 


Obregon,  is  devoting  a great  deal  of  time 
and  effort  to  better  the  working  con- 
ditions of  the  laboring  classes  in  Meiiiw.  , 
Suffering  among  the  laboring  people  has 
always  been  acute  since  the  days  of  the 
Spanish  conquest.  Even  today,  with  the 
high  wage  scale  prevalent  throughout 
the  world,  the  laborers  on  many  Mexi- 
can plantetions  are  receiving  wages  of 
12^c  per  day.  These  conditions,  of 
course,  must  be  radically  changed.  The 
problems  of  transportation,  education, 
Ac.,  are  occupyingstheir  closest  at- 
tention. 

The  present  Government  is  now  pre- 
paring to  make  initial  payments  upon  it.i 
foreign  debt;  it  is  the  general  expecta- 
tion in  leading  circles  in  Mesco  that  all 
foreign  obligations  will  eventually  bs 
paid  off  to  the  complete  satisfaction  of 
their  holders.  Also,  as  regards  the  much 
discussed  Article  27  of  the  new  Mexican 
Constitution,  it  is  believed  that  it  is  not 
the  intention  of  the  present  Govemmert 
that  this  article  be  retroactive. 

As  regards  the  signing  of  a treaty 
with  the  United  States,  whereby  tho 
President  of  Mexico  agrees  to  cany  out 
certain  requirementa  (which  treaty  must 
be  published  and  thereafter  followed  by 
recognition  by  the  United  States),  it  is 
believed  that  President  Obregon  wishes 


and  intends  to  carry  out  every  provision 
of  the  treaty  under  discussion;  in  fact, 
he  has  openly  mode  this  statement-net 
only  in  the  papers  of  Mexico,  but  in  the 
United  States  as  well,  which  naturally 
obligates  him  morally  to  comply,  and  this 
feeling  of  obligation  is  shared  by  evei% 
one  of  importance  in  Mexico.  President 
Obregon,  however,  cannot  sign  any 
treaty  without  the  consent  of  Congress, 
and  the  Mexican  Congress  feels  that  it 
would  be  a humiliation  to  them  to  reverse 
the  usual  international  procedure  and 
sign  a treaty  before  recognition  is  given. 
The  party  in  power  firmly  believes  that 
by  60  doing  they  would  lose  popularitv 
among  the  voters  and  the  opposihot- 
would  come  into  co&troL 

In  giving  consideration  to  all  Mexican 
affairs,  it  Is  necessary  for  Americans  to 
recall  at  all  times  that  the  psychology 
of  the  Mexican  people  Is  much  different 
from  their  own  and  it  Is  this  which  has 
made  difficult  a final,  satisfactory  ar- 
rangement between  the  two  Goveriiments. 
It  is  firmly  believed,  however,  that  such 
an  understanding  will  come  witldli  the 
near  future  because  of  the  very  sincere 
desire  on  the  part  of  all  intellig^t 
Mexican  citizens  that  the  two  countries 
ehall  exist  side  by  side  under  the  con- 
ditions of  a most  amicable  relationship. 


New  York,  Monday,  August  22,  1921 
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The  National  Side  of  the  New  England  Crisis 


By  J.  Shirley  Eaton 


T;  r has  denied  the  peti- 
I = I tion  of  the  New  Eng- 
~ ' land  railroads  for  a 
s revision  of  the  divi- 
: dons  of  joint  rates 
with  their  rail  con- 
nections. The  reason 
given  is  insnfficient 
evidence.  But  the  commission  finds 
that  the  existing  arrangements  do  not 
tend  to  just,  fair  and  equitable  divi- 
sions in  many  instances.  Therefore  the 
record  is  held  open  for  90  days  for  sub- 
mission of  proposed  readjustments  in  the 
existing  division  of  the  rates. 

The  case  opens  np,  in  a striking  way, 
the  technique  of  rate  control  and  also  the 
implied  intent  of  the  Transportation  set 
of  1920.  For  New  England  the  issue  is 
vital.  Set  to  one  side  of  tho  areas  of 
raw  materials  and  of  princi[(al  markets, 
her  economic  handicap  is  serious.  Fur- 
thermore, her  railroads  get  a short  haul 
and  the  burden  of  the  terminal  service. 
Alarmists  raise  the  question  seriously  if 
New  England  may  not  be  “ slipping.” 
Certainly  thin  looms  as  a possibility  un- 
less New  England  can  overcome  present 
tendencies  by  readaptation  of  function 
and  by  explicit  formulation  of  the  idea 
of  railroad  solidarity  underlying  the  rate 
structures  of  the  railroads  on  which  she 
depends.  A brilliant  article  in  the  enr- 
rent  Atlantic  Monthly,  by  Phillip  Cabot, 
a Boston  banker,  runs  to  this  general 
theme  under  the  startling  caption  “ Root, 
Hog  or  Die.” 

Regulation  of  prices  or,  in  case  of  rail- 
roads, regulation  of  rates  is,  at  best,  dif- 
ficult. So  far  as  possible,  regulation 
endeavors  to  simulate,  under  control, 
those  natural  processes  of  trade  which 
are  socially  constructive,  restraining  or 
eliminating  those  which  are  socially  de- 
structive. By  these  natural  processes 
unregulated  competition  has  evolved  the 
group  rate  and  the  diffusion  of  the 
transportation  burden.  Both  of  these 
principles  are  presented  in  sharp  out- 
line in  ♦t'iH  ease. 

The  framers  of  the  Transportation  act 
were  confronted  with  the  necessity  of 
providing  a uniform  rate  that  should 
yield  the  desired  fair  return  to  two  or 
more  different  carriers,  each  with  its 
own  special  costs  and  operating  condi- 
tions. Since  they  did  not  base  the  rate 
on  the  cost  of  the  mar^al  carrier  there 
was  left  the  option  of  a rate  to  meet 
average  conditions  or,  in  lieu  of  that,  to 
meet  “ bulk  line  ” conditions.  They 
chose  to  adapt  the  rate  to  average  con- 
ditions within  certain  territorial  groups. 
Obviously  such  a rate  does  not  exactly 
meet  the  conditions  of  any  particular  one 
of  the  carriers  affected;  to  the  more 
prosperous  it  would  tend  to  give  a little 
more  and  to  the  less  prosperous  a little 
less  than  their  neeeasitieB  dictated. 
Under  these  conditions  the  manner  under 
which  the  roads  are  grouped,  no  less  than 
the  rate  itself  or  the  increase  in  that 
rate,  is  a very  practical  consideration  to 
the  individual  carrier. 

The  ease  is  an  important  one  because 
the  welfare  of  New  England  is  critically 
concerned,  but  it  is  even  of  more  impor- 
tance because  of  the  principles  invoked. 
In  recognition  of  this  the  Commissioners 
say:  "In  no  proceeding  heretofore 

brought  under  the  provisione  of  the 
Interstate  Commerce  act  have  we  been 
called  on  to  exercise  powers  so  broad  as 
those  uponwhichcomplainantshererely.” 
The  New  England  carriers  represented 
that,  by  faulty  apportionment  of  the  gen- 
eral fund  realist  through  the  rate  in- 
creases granted  to  the  group  of  railroads 
to  which  they  belonged,  they  suffered  a 
theoretical  loss  of  approximately  $24,- 
000,000,  which  fell  to  the  other  rosdis  in 
the  group.  They  sought  to  have  this 
amount  transferred  to  thdr  revenues 
through  redivision  of  the  Joint  freight 
rate.  For  the  purpose  of  the  rate  in- 
crease the  Interstate  Commerce  Commis- 
sion had  grouped  New  England  carriers 


vrith  the  eastern  trunk  lines  and  with 
the  central  traffic  lines.  It  Hnd  been 
computed  that,  while  the  increase  for  the 
consolidated  group  as  a whole  which  was 
necessary  to  produce  6 per  cent  on  thdr 
property  value  was  29.461  per  cent,  the 
increase  for  the  New  England  lines  taken 
separately  would  have  been  47.407'  per 
cent  It  thus  appeared  that  the  New 
England  lines,  by  indusion  with  the 
other  lines,  reedved  17.946  per  cent  less 
than  they  would  have  reedved  if  treated 
as  a separate  group.  This  amounted  ex- 
actly to  124,464,860.  This  aggregate  to 
be  transferred  from  the  carriers  which 
were  over-rewarded  they  would  distrib- 
ute among  tho  dght  carriers  of  New 
England  as  indicated  by  tho  subjoined 
figures,  the  amounts  in  each  case  being 
such  as  would  produce  a 6 per  cent  re- 
turn on  property  investment;  Bangor  & 
Aroostook,  $1,086,993;  Boston  & Albany, 
$51,069;  Boston  & Maine,  $2,607,444; 
Central  New  England,  $1,676,057;  Cen- 
tral Vermont  $1,930,384;  Maine  Central, 
$2,462,489;  New  York,  New  Haven  & 
Hartford,  $13,946,930,  and  Rutland, 
$812,494. 

The  considerations  opposed  by  the  de- 
fendant carriers  may  be  summarized  as 
follows: 

1,  Regardless  of  the  amount  in 
dispute  they  urged  in  objection — 

(a)  Interchange  freight  traffic 
cannot  be  made  to  bear  the  full  bur- 
den of  effecting  the  transfer  from 
the  non-New  England  carriers  to  the 
New  England  carriers. 

(b)  The  whole  amount  the  New 
England  carriers  sought  to  recap- 
ture could  not  be  derived  as  proposM 
from  their  immediate  connections, 
since  a substantial  part  of  it  would 
have  to  be  recovered  from  the  lines 
of  the  Pocahontas  subgroup  with 
which  New  England  has  practically 
no  interchange. 

2.  The  amount  claimed  was  dis- 
puted, and  three  different  amounts 
were  tentatively  indicated,  severally 
arrived  at  by  different  methods. 

<a)  $20,377,678. 

b $13,488,748.  < 

(c)  $88,337,717. 

rpo  fortify  their  claims  for  relief  New 

England  lines  went  beyond  the  al- 
leged maladjustment  of  the  rate  award 
and  included  alleged  injustices  in  tho 
division  of  joint  rates  existing  prior  to 
the  rate  increase  which  were  further 
distorted  when  the  order  giving  40  per 
cent,  increase  of  freight  rates  at  the 
same  time  increased  tho  joint  freight 
Tates  but  38  1-3  per  cent,  and  permitted 
fixed  differentials  to  stand  unchanged. 
The  plaintiffs  urged  that  in  considering 
the  division  of  joint  rates  the  body  of 
such  rates  must  be  treated  as  a whole  in- 
stead of  making  in  the  present  emer- 
gency an  exhaustive  revision  taking  up 
each  rate  individually.  They  urged  that 
the  New  England  traffic  was  under 
heavy  handicaps  that  could  be  summa- 
rized under  four  general  headings:  (a) 
Diversity  of  routes  and  diffusion  of 
flow;  (b)  Low  freight  traffic  density; 
(c)  Terminal  disabilities;  (d)  Short 
hauls. 

While  the  plaintiffs  urged  that  the 
divisions  be  treated  as  a whole,  their 
testimony  adduced  some  8,000,000  in- 
dividual divisions  of  rates  as  typicaL 
These  illustrations  were  confined  to  traf- 
fic in  the  first  and  sixth  classes;  coal 
Emd  coke  which  produced  48.6  per  cent, 
of  their  freight  revenue  were  omitted. 
The  divisions  of  rates  on  interchange 
traffic  were  confessedly  most  chaotic; 
they  were  the  outgrowth  of  a great  many 
different  and  Irrgular  conditions  over 
many  years,  a great  number  of  which 
conditions  had  lost  their  original  force 
or  ceased  to  exist  altogether.  The  de- 
fendants objected  to  treatment  of  the 
divisloD  of  rates  as  a whole  espedoUy 
since  so  considerable  and  special  a 
volume  of  traffic  as  coal  was  not  in- 
cluded in  the  exhibits.  In  general  sup- 
port of  the  claim  that  New  England 


carriers  were  entitled  to  preferential  di- 
vision of  the  joint  rates  because  of  their 
operating  disabilities  a large  number  of 
facts  were  given,  descriptive  of  the  New 
England  traffic.  It  was  shown  that  the 
property  investment  per  mile  of  New 
England  roads  was  but  76.5  per  cent, 
that  of  the  Eastern  trunk  lines  and  cen- 
tral traffic  lines.  At  the  same  time  the 
frei^t  traffic  density  of  the  two  New 
England  roads  was  one-third  that  of  tho 
defendants.  Combining  these  two  fac- 
tors of  property  and  traffic  density  and 
using  a formula  for  separation  of  pas- 
senger and  freight  expenses  it  was  shown 
that  the  net  operating  income  on  tho 
New  England  roads  must  assume  a 
carrying  charge  per  ton  milo  approxi- 
mately 66  per  cent,  greater  than  tho 
other  lines  of  tho  Eastern  group.  This 
is  outside  all  operating  disabilities  ex- 
cept the  disability  of  inferior  density. 

The  figures  next  below  which  appear 
in  the  testimony  offer  a partial  ba^  of 
comparison  of  the  operations  of  the  Now 
England  roads  with  those  of  the  other 
roads  in  the  official  classification  terri- 
tory. 

Now  Boa-  Non-Ncw 
land  Boslsod 

Freight  elatlons  per  mile 

of  line. 3.R7 

Frelebt  car  utllUatloo 273  UO 

1019  f..’.  »4.95  13.10 

Cost  of  coal  per  ton  Bept, 

1020  7.86  8.70 

T&rd  costa  per  1,000-ton 

miles  1.4M  ,061 

Freight  statloQ  costs  per 

1,000-ton  miles  1.45  ,47 

Freight  rev.,  petgo  of  oU 

revenue  73  tW 

•Partial.  tApproxImate. 

The  COSO  is  notable  for  the  questions 
it  raises  and  undertakes  to  answer.  The 
reasoning  of  the  dissenting  Commission- 
ers is  in  some  respects  a remarkable  con- 
tribution. The  New  England  roads  in 
reality  advanced  two  distinct  claims,  the 
one  for  redistribution  of  tho  relief  fund 
which  they  urged  was  not  equitably  ap- 
portioned, the  other  for  a redress  of 
inequities  (apart  from  any  inequities 
created  by  the  increase  in  the  rates 
awarded)  in  the  existing  system  of  joint 
freight  rate  divisions.  The  two  issues 
may  easily  be  confused ; the  one  colls  for 
oorreetion  of  what  might  be  designated 
on  alleged  inexactness  in  administering 
a general  relief  authorized  under  the 
law.  The  other  is  the  painstaking, 
thorough  overhauling  of  an  obsolcto 
through-rate  division  system,  separating 
disabilities  within  the  intent  of  the  law 
from  inefficiencies.  The  ono  is  an  ad- 
ministrative operation  which  may  bo 
quickly  performed  on  a fairly  indicated 
situation.  The  other  is  a judicial  act  to 
rest  on  duly  proved  findings  and  to  bo 
reasonably  accurate  and  final.  The  ono 


involves  assumptions  comparable  to  the 
assumed  valuation  of  the  railroads  on 
which  the  commission  based  its  general 
rate  increase;  the  other  is  based  on  pre- 
cisely ascertained  facts  comparable  to 
that  valuation  exactly  worked  out, 
proved  and  certifieid  as  a matter  of  court 
record,  which  valuation,  when  coniploted. 
Is  designed  to  supersede  administrative 
formulae  now  in  use.  Tho  first  is  dic- 
tated by  considerations  of  general  ex- 
pediency like  any  administrative  measure 
and  to  be  effective  mutt  bo  prompt  and 
upon  occasion;  the  second  involves 
enunciation  of  principles  and  thalr  exact 
application. 

T)RINCIPLES  hero  involved  are  far- 
^ reaching  and  are  tho  eaeenee  of  the 
present  law,  which  undertakes  to  provide 
a method  to  fix  the  equities  between  the 
weak  and  the  strong,  joining  both  in  a 
solidarity  of  interest  for  tho  perform- 
ance of  a common  service,  withdrawing 
the  useless  and  wasteful  competitions, 
the  better  to  release  individual  initiative 
and  promote  tho  orderly  and  useful 
rivalries.  As  stated  by  Commissioner 
Potter  in  a dissenting  opinion  “ W©  aro 
required  to  tako  a group  view  of  tho 
carriers — to  regard  them  os  a group 
transportation  machine  and  make  an  ad- 
justment fair  to  all  tho  parts.  • • • 
Each  lino  thus  essential  to  tho  through 
movement  is  entitled  to  have  fair  con- 
sideration given  to  all  burdens  of  its 
operation,  having  regard  to  tho  essential 
functions  which  they  perform;  the  rail- 
ways which  arc  honestly,  economically 
and  efficiently  managed  are  entitled  to 
a status  and  relation  to  industry  and  to 
each  other  which  assures  them  pros- 
perity. To  these  ends  tho  Transporta- 
tion act  vnis  framed."  From  this  ho  pro- 
ceeds to  more  specification.  " Tho  re- 
quirement that  nil  conditions  under 
which  a carrier  operates  bo  token  into 
consideration  in  the  division  of  earnings, 
does  no  violence  to  tho  rights  of  any 
carrier.  Under  tho  scheme  of  the  Trans- 
portation act,  this  requirement  works  out 
as  a part  of  the  rate-making  plan,  by 
which  tho  needs  of  each  carrier  aro  sup- 
plied by  tho  users  of  transportation  and 
not  by  tho  other  carriers.  The  earnings 
are  allowed,  through  tho  rate  proscribed 
for  tho  purpose  of  boing  put  to  such  use 
and  they  could  not  be  allowed  except  for 
such  purpose.  Tho  principle  is  only  a 
recognition  of  the  fact  that  all  shippers, 
wherever  they  are,  are  vitally  intercstod 
in  the  maintenance  of  efficient  transpor- 
tation everywhere  and  fairly  may  be 
charged  with  a share  of  the  expense  of 
such  maintenance.” 

In  progressive  application  of  this  prin- 
ciple it  is  the  problem  of  railway  men 
and  regulatory  agencies  and  public  opin- 
ion to  identify  and  separate  "disabil- 
ities ” from  inoffldcncles  to  tho  end  that 
management  can  have  definite,  certain 
stewardship  and  bo  held  to  sharp  o*- 
countobility  therefor. 


Sole  Funded  Debt 
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Irregular  Deflation  Checking  Trade 


Resumption 


KflmiiWtiTtlTItlWflNCE  the  Smmer  of 
* jg20  industry  has 

t been  climbing  down 
^ — irregularly  and 
[ with  many  a halt — 
t from  the  high  lands 
\ to  which  it  had  joy- 
' ously  and  quickly 
’ ascended  during  tho 
n n e r years  of 
1917-18-19  and  the  first  six  months  of 
1920.  Today  the  industrial  world  has 
halted  on  a plateau  about  two-thirds  of 
the  way  down  from  the  summit  to  the 
point  at  which  the  climb  started,  and  is 
debating  earnestly  as  to  which  level  it 
shall  choose  for  its  future  path. 


Nor  was  the  elevation  from  which  the 
climb  started  a low  one,  for  commodity 
prices  in  the  United  States,  as  evidenced 
by  tho  index  figure  of  the  Bureau  of 
Labor  Statistics,  bad  been  on  a alow  but 
steady  climb  since  1896.  The  base  figure 
of  the  index  is  taken  at  100  points,  which 
represent  tho  weighted  average  whole- 
sale prices  of  some  263  different  com- 
modities for  the  calendar  year  1913.  And 
to  indicate  the  extent  of  the  rise  from 
the  low  prices  of  1896  to  the  period  of 
the  bepnning  of  war  inflation  in  1916 
it  is  well  to  remember  that  tho  index 
figure  for  1896  was  66,  and  the  index 
figure  for  January,  1916,  was  IJO,  which 
is  only  another  way  of  saying  that  for 
66  cents  in  1896  as  much  could  be  pur- 
chased as  $1.10  would  buy  in  1916.  And 
60,  even  were  present  prices  to  return  to 
1913  levels  instead  of  halting  50  points 
above  this  level,  they  would  still  be  on 
a higher  level  than  they  had  been  for  the 
last  forty  years. 

That  there  is  no  unanimity  of  opinion 
in  the  selection  of  a new  price  level  is 
testified  to  by  the  fact  that  the  price  ad- 
vances and  price  declines  aro  almost  a 
standoff,  with  tho  advances  slightly  in 
the  lead.  If  all  of  the  industrial  groups 
had  made  this  descent  together  and  were 
now  on  the  same  level,  there  would  be 
occasion  for  much  encouragement  over 
the  fact  that  the  descent  had  been  made 
with  a minimum  of  disturbance  and  that 
all  of  the  groups  were  again  on  a rela- 
tive equality. 

Unfortunately,  however,  such  is  not 
the  case.  There  have  been  many  strag- 
glers. Some  groups  seem  to  bo  unaware 
that  their  fellows  have  migrated  to  lower 
and  less  hazard^s  levels  and  have  not 
yet  even  started  on  tho  downward  Jour- 


ney. Tho  charts  A,  B and  C give  a 
graphic  idea  of  the  climb  and  of  the 
descent,  and  show  the  position  of  the 
stragglers.  The  index  figure  of  the 
Bureau  of  Labor  Statistics  has  been 
platted  for  each  of  the  eight  industrial 
groups  into  which  the  26S  commodities 
whose  movements  are  here  recorded  are 
divided  for  tho  period  from  1913  to  the 
present,  and  the  tale  which  these  figures 
tell  is  not  a reassuring  one. 

Consider  first  the  group  of  farm  prod- 
ucts. Its  price  history  is  shown  on 
Chart  A.  The  prices  for  this  group  did 
not  start  to  skyrocket  until  the  end  of 
1916,  at  which  point  they  were  merely  10 
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points  above  the  1913  level.  From  this 
point  on,  however,  they  climbed  to  a 
peak  145  points  above  the  1913  base  by 
tho  middle  of  1919,  and  remained  on  this 
high  ground  until  July,  1920.  From 
July,  1920,  until  May,  1921,  the  prices 
for  this  group  came  tumbling  down  nn 
even  119  points,  and  finally  came  to  rest 
at  a,  point  just  17  points  above  the  1913 
price  level.  The  disastrous  results  of 
that  spectacular  fall  aro  still  fresh  in  the 
public  mind — at  least  in  the  mind  of 
that  section  of  the  public  which  either 
sells  to  the  farmers  or  lends  money  to 
them. 

Food  products  prices — wholesale — had 
a similar  history  as  its  graph  shows. 
Its  climb  was  slower  than  the  form  prod- 
ucts group  and,  during  1918  and  1919,  its 
price  level  was  nearly  20  points  under 
tho  first  group.  Food  products,  how- 
ever, evened  op  the  score  in  1920  by 
climbing  to  a peak  25  points  higher  than 
farm  products  and  170  points  above  the 
1913  level.  The  tumble  of  this  group  dur- 
ing the  last  half  of  1920  and  the  first 
quarter  of  1921  was  no  less  spectacular 
and  disastrous  than  that  of  the  farm 
products  group.  Prices  of  food  products 
seem  to  have  come  to  rest  at  a level 
about  33  points  above  the  1913  base. 

The  record  of  fuel  and  lighting  prices 
tells  quite  a different  story.  The  prices 
of  this  gronp  did  not  begin  to  rise  appre- 
ciably until  the  middle  of  1916.  Then 


they  took  a sharp  jump  up  of  nearly  70 
points  in  a six-months'  period.  During 
1918  and  1919  they  lagged  a foil  60 
points  behind  farm  products  prices,  hot 
evened  the  score  in  the  Fall  of  1920  by 
rising  nearly  40  points  above  the  farm 
products  group.  During  the  Winter  of 
1920-21  certain  members  of  this  group 
started  down  hill  and  continued  until 
prices  were  stabilized  at  a level  ap- 
proximately 95  points  above  the  1913 
base.  One  member  of  this  price  group— 
anthradte  coal — has  stubbornly  refused 
to  leave  the  peak  and  make  any  descent 
at  all. 

The  metals  group  reached  its  peak 
in  1917,  attaining  a point  of  267  in  July 
of  that  year.  It  lost  80  points  of  this 
gain  during  1918  and  dropped  17  more 
during  1919.  Certain  members  of  the 
group  shared  tho  rise  of  tho  Winter  of 
1919-20  and  brought  the  average  of 
the  group  up  to  a new  peak  of  195  in 
April  of  1920.  From  this  point  the 
average  of  the  group  has  declined  to  38 
points  above  the  1913  level,  and  certain 
members  of  the  group,  such  as  copper, 
are  even  below  1913  prices.  Iron  and 
steel,  however,  have  held  op  tho  average 
of  the  group  and  have  prevented  the 


other  members  of  the  group  from  reap- 
ing that  volume  of  new  business  which 
deflatioQ  to  1913  levels  seems  to  induce. 

The  cloths  and  clothing  group  was 
among  the  first  to  skyrocket,  and  in 
its  climb  it  reached  the  309-point 
peak.  The  group  as  a whole  has  seem- 
ingly come  to  rest  on  a plateau  81  points 
above  the  1913  leveL  Again  there  is  a 
wide  divergence  within  the  group— cot- 
ton, for  instance,  has  dropped  to  a lower 
point  than  the  1913  base,  and  wool  is  in 
very  much  the  same  situation. 

Building  materials  form  another  group 
that  was  slow  to  rise  and  is  slow  to  fall. 
The  peak  was  not  reached  until  the 
Spring  of  1920,  at  which  time  it  took 
$3.41  to  buy  as  much  building  ma- 
terial as  $1  would  have  bought  in  1913, 
or  as  66  cents  would  have  bought  in 


ing  material  prices,  for  the  peak  of  this 
group  was  341  and  the  present  levd  is 
202. 

The  housefumishing  group  shows  the 
greatest-  reluctance  of  all  to  return  to 
the  neighborhood  of  the  1913  base.  Not 
satisfied  with  having  reached  higher 
levels  than  any  other  group,  the  peak 
being  371  in  September,  1920,  this  group 
still  elings  to  a level  162  points  above 
the  1913  base,  the  present  index  number 
being  262,  which  incidentally  is  16  points 
higher  than  the  farm  pr^ucts  group 
ever  attained. 

The  present  index  numbers  of  these 
major  groups  are:  Farm  products,  117; 
food,  133;  cloths  and  clothing,  181;  fuel 
and  lighting,  194;  metals  and  metal  prod- 
ucts, 138;  building  materials,  202;  Chem- 
icals and  drugs,  166;  housefumishings, 
262;  all  commodities,  16L 

The  answer  to  some  of  our  present  dif- 
ficulties with  domestic  trade  is  to  bo 
found  in  this  list.  The  farmer’s  dollar 
Is  worth  $1.17.  The  housefumisher  says 
that  his  dollar  is  worth  $2.62.  It  is 
quite  apparent  that  so  long  as  there 
is  that  amount  of  difference  between  the 
two  dollars  that  there  will  not  be  much 
intercourse  between  the  owners.  Nor  is 
it  likely  that  the  salaried  man  who  is 
being  paid  in  1913  dollars,  or  the  wage- 
earner  who  is  more  or  less  rapidly  re- 
turning to  that  base  with  a value  of  100 
cents  each,  is  going  to  trade  his  dollar 
with  the  building  material  man  who  be- 
lieves his  doUar-to  be  worth  $2.02.  The 
dollars  will  have  to  obey  the  English 
broker’s  injunction  of  " come  closer  ” 
before  there  can  be  free  barter  between 
the  groups. 

If  it  seems  to  be  a reasonable  con- 
clusion that,  with  price  levels  of  the 
major  industrial  groups  ranging  from 


117  to  262,  there  can  be  no  general  re- 
sumption of  trade,  what  then  is  the 
rem^y?  The  answer  is  simple,  but  the 
method  of  achieving  it  is  not.  The  an- 
swer is  to  bring  the  prices  of  these 
groups  to  some  common  level  so  that  ex- 
change between  the  groups  will  be  at  or 
near  par.  Then  the  farmer  could  trade 
his  wheat  for  the  brickmaker’s  brick, 
the  druggist  could  trade  his  pills  for  the 
tailor’s  suit  of  clothes,  the  fuel  dealer 
and  the  housefumisher  could  do  business 
together  without  one  or  the  other  going 
away  with  the  unpleasant  conviction  that 
he  was  being  robbed,  and  while  all  could 
not  be  made  well  by  so  simple  a recipe, 
yet  gold  would  be  restored  to  its  time- 
honored  function  of  common  denomin- 
ator. 

Bringing  these  industrial  groups  to  a 
common  price  level  would  not,  of  course, 
have  any  appredablc  effect  on  our  for- 
eign trade,  would  not  restore  the  pur- 
chasing power  of  Russia  and  of  Austria, 
nor  prevent  the  printing  presses  of  the 
world  from  adding  to  the  flood  of  paper 
money  with  which  we  are  now  accursed, 
and  imtil  these  things  are  done  and  many 
others  of  like  import  only  a bull  of  the 
most  uncompromising  tendencies  would 
prophesy  general  prosperity. 

WHILE  United  States  has  an  export- 
able surplus  of  large  dimensions 
from  most  of  its  basic  industries,  and 
while  we  are  equipped  to  make  more 
steel,  more  cement,  more  automobiles, 
more  tires,  and  to  produce  more  cotton, 
more  com  and  more  wheat  than  our  own 
population  can  consume,  yet  there  is  do- 
mestic market  of  sufficient  volume  to 
make  many  a factory  hum  whose  doors 
are  now  closed  were  this  market  to  re- 
gain its  confidence  and  its  desire  to  pur- 
chase. It  is,  then,  this  domestic  market 
vriiich  we  are  consideriug  and  which  we 
are  suggesting  might  be  improved  were 
the  industrial  groups  to  adjust  their 
prices  to  a common  level 
There  are  many  opinions  as  to  the 
proper  elevation  for  this  common  level. 
Were  the  present  average  index  number 
of  160  to  be  selected,  farm  products,  food 
and  certain  of  the  metals  would  increase 
their  prices,  building  material  and  fuel 
prices  would  be  reduced  one-fourth  and 
bouse  furnishings  would  be  cut  by  40 
per  cent. 

Many  people  who  are  entitled  to  an 
opinion  would  criticise  very  strongly  the 
placing  of  the  price  level  so  high.  If  we 
are  to  compete  for  world  business  we  will 
have  to  get  cur  commodity  prices  both 
for  home  consumption  and  for  export  on 
a much  lower  level  than  this,  and  it  is 
the  competition  for  these  markets  that 
will  continue  to  force  our  prices  to  lower 
and  still  lower  levels.  For  the  present, 
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The  Price  System 


By  C.  S.  Duncan 


years  both  by  preach- 
ment and  by  experi- 
cnee.  It  is  that  in- 
dustry  and  trade 


not  made  ap  of  total* 
ly  isolated  units,  hot  are  an  Interlocking 
system.  The  time  is  not  yet  too  far 
distant  for  us  clearly  to  recall  that 
prices  rose  at  first  item  by  item,  industry 
by  industry,  yet  very  soon  affected 
practically  all  commodities.  The  ex- 
ceptions were  for  the  most  part  artifical- 
ly  controlled,  as  for  example  public  utili- 
ties, until  their  release  was  effected. 
Long  before  this  release  they  were 
restive  under  restraint,  showing  what 
would  have  happened  if  they  had  been 
free. 


time  to  another  it 
trace  the  interconnections  among  dif- 
ferent parts  of  the  system.  Those  in- 
terconnections are  numerous  and  varied 
in  their  character.  The  whole  system  of 
prices  is  not  a miscellaneous  aggregate 
of  simple  commodities,  but  an  organized 
combination  of  groups  of  commoditie& 
The  prices  of  articles  within  these 
groups  have  especially  intimate  relations 
with  each  other  and  the  groups  them- 
selves cross  each  other  in  rather  per- 
plexing ways.” 

TT  is  curious,  when  one  stops  to  think 
of  it  in  a detached  way,  that  1913  or 


or  must  they  come  back  into  line  on  the 
old  or  on  a new  level? 

In  another  way  there  was  a disjointing 
process  as  prices  rose  rapidly  to  tho 
breaking  point  and  then  began  their 
swift  descent  Retail  and  wholesale 
prices  got  out  of  joint  with  each  other. 


return  to  normality  today.  The  family 
budget  must  be  restored  to  an  equilib- 
rium in  its  different  component  parts 
and  as  a whole  in  its  relation  to  ineoma 
The  way  out  of  this  difficulty  U not 
a smooth  or  easy  road  and  cannot  be 
^veled  on  high  speed.  Like  all  chiuigw 
in  the  price  system  this  necessary  one 
will  have  to  be  made  through  a serios  of 
competitive  struggles.  Nevertheless 


Take  foodstuffs  for  example.  Tho  whole-  ”’***  ^ made  plain  and  tho  speed 

sale  price  index  of  food  reached  its  high-  possibly  increased  if  tho  problem  is 
est  point  in  May,  1920,  at  187  per  cent,  clearly  defined.  Those  aro  the  broad 
above  the  1913  base.  The  price  broke  facts  in  the  case: 
and  fell  almost  like  a plummet,  reaching 


1914  should  be  used  as  the  basis  of  judg- 
ing the  normality  of  business  today. 
Neither  one  of  those  years  showed  much 
profit  for  business  in  general,  and  in 
both  there  was  increasing  unemployment. 
The  country  was  headed  straight  for  a 
period  of  depression,  as  everybody  felt 
and  said  at  the  time.  Why,  then,  shouTd 
that  period  so  often  and  so  generally  be 
, taken  as  representing  normal  business? 

influences  affecting  individual  prices,  The  answer  is  that  prices  were  then  in  a 
there  has  been  demonstrating  evidence  workable  system;  they  had  not  broken 
that  they  form  a more  or  less  coherent  away  from  their  moorings, 
system.  They  have,  to  be  sure,  a vary-  There  were  price  changes  in  those 


Prices,  like  light,  have  a permeating 
power.  Remember  how  wages,  the  price 
of  labor,  rose  by  leaps  and  bounds  from 
industry  to  industry.  It  is  still  vivid  in 
mind  that  some  commodities  rose  in  price 
“sympathetically,”  that  is,  without  due 
cause.  In  spite  of  the  complexity  of  the 


(1)  Price  changes  must  work  their 
way  through  the  economic  process  from 
end  to  end,  from  raw  matonaLt  to  tho 
retail  price*.  Manufacturers  and  mcr- 
chonU  must  do  business  on  tho  basis  of 


still.  But  normal  business  is  not  found 
necessarUy  in  stabilized  prices.  In  fact, 
the  basis  of  normality  is  not  found  in  the 
study  of  mere  prices  at  all;  these  are 
only  secondary  manifestations.  Nor- 
mality lies  not  in  prices,  but  in  the  state 
of  the  market  behind  the  prices.  And 
a market  is  made  up  of  men,  women  and 
children,  of  people.  In  a normal  market 


instance,  that  whole  milk  prices  in  some 
markets  can,  in  undisturbed  times,  vary 
up  and  down  by  as  much  as  26  per  cent, 
without  any  marked  results  in  the  in- 
dustry, Other  commodities  can  change 
by  a few  cents  or  by  a few  dollars.  The 
system  of  prices  within  an  industry  and 
as  a whole  will  bend  so  far  before  it 
breaks;  but  break  it  will  at  some  point. 

And  then  it  must  be  put  together  again. 

The  prices  of  commodities  may  be 
forced  up  by  an  accelerated  demand  and 
a retarded  supply,  or  by  a diminished 
supply  and  a fixed  demand.  An  increase 
works  its  way  into  a system  by  a series 
of  competitive  struggles  or  bargains.  In 

every  case  there  is  a test  of  economic  ^ 

strength  or  endurance  between  the  two  acting  norm^yr  buying  norm*^y. 
parties  in  the  bargain.  It  is  not  always  normal  market  is  not 
easy,  by  any  means,  to  raise  prices.  Each 
sale  must  have  a buyer,  whose  desire  is 
to  pay  as  little  as  possible  for  what  he 
buys.  The  rise  in  price  demonstrates  the 
superior  power  of  the  seller.  It  is  a 
seller’s  market.  Just  as  prices  must  be 
forced  up,  so  prices  must  be  hammered 
down.  The  fall  is  the  reverse  of  the 
rise.  Buyers  have  the  superior  power. 

It  is  a buyer’s  market.  The  fall,  like 
the  rise,  takes  place  through  a series  of 
competitive  struggles  or  bargains.  This 
principle  applies  to  manufacturers’ 
prices,  wholesale  prices,  retail  prices, 
wages  and  interest  rates. 

Whether  prices  go  up  or  whether 
prices  go  down,  they  most  come  in  good 
time  to  a workable  basis.  They  must  get' 
their  proper  alignment.  Raw  materials, 
obviously,  cannot  run  far  ahead  or  far 
behind  their  fabricated  products  in 
prices  for  a long  period  of  time.  Cer- 
tain commodities  must  come  into  line 
with  their  competitors  or  substitutes. 

That  is,  whatever  the  general  price  level 
may  be,  prices  must  form  themselves  into 
a system.  The  broad  conclusion  reached 
by  a comprehensive  study  of  price 
changes  from  1914  to  1918,  during  which 
period,  it  is  declared,  “ there  has  been 
no  other  revolution  in  prices  at  once  so 
sudden,  so  violent,  and  so  widespread,”  is 
of  significance.  The  same  statement 
holds  true  for  the  fall  in  prices. 

That  conclusion,  broad  and  somewhat 
indefinite  as  it  is,  yet  has  a most  prac- 
tical bearing  on  business  today.  It  says : 

" Prices  constitute  a system  in  the  literal 
sense  that  they  are  so  connected  as  to 
make  a complex  whole.  To  understand 


a figure  only  32  per  cent  over  the  1913 
base  in  June  1921.  Retail  food  prices 
rose  more  slowly  and  reached  their  high- 
est point  in  July,  1920,  at  119  per  cent 
above  the  1913  average.  They  began  a 

descent  that  also  has  been  slower  and  . --  — 

more  gradual  than  the  wholesale  prices,  prices  where  adjustments  ore  yet 

and  in  June,  1921,  stood  at  46  per  cent  ^ 

above  1913.  This  is  a decrease  of  20.8  (21  Inequalities  in  price  changes  will 

per  cent  in  retail  prices  from  July,  1920,  finaUy  have  to  be  adjusted  accordingly 
to  June,  1921,  and  in  wholesale  prices  a as  they  affect  the  family  budgets  of  the 

z 

V..  .f  the  fleia  ehewed  0.6  per  ccot.  lo»  ",  LeTIZ.n  or“  le“h 
as  the  oommon  fnrure”  nmnna  f>>o  _ ’ i or  ciora. 

(8)  Rent  fuel  and  light,  and  mm- 
driw  such  as  doctors’  and  dentists’  fees, 

• - A 1>JUSTMENTS.  vertically  and  bori- 

. there  had  been  price  changes  dur-  A „ntally,  are  being  made  today  but  j street  railway; 

Ac.,  must  yield  in  retail  price  and 
therefore  must  give  way  oil  along  the 
line. 

tolQU  ■ j ' , any  industry  as  a whole,  is  W The  particular  adjustments 

to  1914.  These  changes  were  so  gradual,  ^Ibng  to  moke  voluntary  adjustments,  “lied  for  aro  not  readily  to  bo  renlieed 

for  two  reasons.  The  economic  struggle 


oommon  figure  ” among  the 
wholesale  grocers  of  tho  country. 


however,  as’  not  to  disrupt  the  system!  Business  knows  no  other  way  to  coi*- 
They  kept  thm  general  alignment  struct  a workable  price  system  than  to 

Business  is  dynamic,  a constantly  hammer  it  into  shape.  At  two  points 
shifting  phenomenon.  It  cannot  stand  particularly  there  has  been  a deadlock. 


One  of  these  has  been  between  tho 
taller  and  consumer.  There  were  goods 
on  the  shelves  in  the  retail  store  which 
the  merchant  desired  to  sell- 


the  enduranco  tost  of  tho  contesting 
parties  is  strong  and  they  will  not  yield 
until  they  aro  compelled  to  do  so.  Tho 
other  reason  is  that  certain  prices  aro 
fixed,  practically  speaking,  for  a con- 
siderable period  of  time.  Minors  Jn  tho 


satisfactory  in- 
last year’s  sales,  but  livable 
conditions  for  the  common  man,  i.e.,  the 
great  mass  of  the  people,  who  are  con- 
sumers. 

The  beginning  and  the  end  of  the  wage.  The  workmen  on  their  side  said 
price  system,  the  explanation  for  its  that  they  could  not  afford  to  accept  a 
every  part,  the  intimate  relations  of  lower  wage  until  lower  prices  had  been 
..  , realized  in  the  retail  market;  that  is,  un- 


the  merchant  desired  to  sell— at  a price.  ‘ ‘ tno 

Consumers  wanted  to  buy,  hut  would  not  nave  wage  contracts 

pay  the  price.  The  goods  stayed  on  the  *^^2.  Many  wage 

shelves  in  large  “part  until  the  price  be-  with  building  unions  do  not 

came  “ right.”  “d  before  tho  end  of  tho  present  culcn- 

The  other  deadlock  was  between  em-  porehasea  in  the  whole- 

sale field  arc  made  on  future  contracts. 
The  rate  system  on  tho  railroads  is  a 
cumbrous  and  stupendous  piece  of  ma- 
Alnery  and  moves  with  deliberation.  Tho 


» normal  pwple,  thinking  normally,  ployer  and  employe.  The  manufacturer 
came  to  feel  that  <he  would  have  to  re- 
duce the  price  of  his  goods  to  reach  an 
adequate  market.  For  this  purpose  ho 


needed  a lower  production  coat.  Tho  OMnomic  strength  is,  therefore, 

chief  item  of  his  cost  was  labor.  He  ’ 

asked  his  workmen  to  accept  a lower 


price  to  price,  the  shifts  and  reactions 
are  to  be  found  in  the  family  budget,  til  lower  prices 
Prices  may  rise  to  new  permanent  levels 
or  fall  to  new  low  levels,  but  they  are 
not  normal  until  the  expenditures  in  the 
family  budget  are  adjusted  to  a workable 
basis,  and  they  are  not  abnormal  when 


(6)  Here  and  there  the  pressure  for 
lower  production  costs  and  lower  retell 
prices  may  bo  tho  cause  of  bringing  Into 
being  new  processes,  now  machines, 
5 made  effective  in  cheaper  methods  of  distribution— in  a 
their  family  budget.  This  process  some-  word,  more  efficiency.  What  huppens 
times  requires  six  months  or  more.  here  may  very  likely  detormino  whether 

The  retailer  has  had  to  yield  on  his  level  of  prices  will  settle  above, 

price.  The  workman  has  had  to  yield  below  tho  1918  or  1914  level.  When 

his  wage.  But  in  neither  case  has  productive  energy  is  at  lost  freely  i 


toere  is  alignment  in  the  family  budget,  the  yielding  been  evenly  distributed  and  leased  in  the  fields  where  tho  demand  is 


In  a word,  there  is  a price  system  be- 
cause there  is  a family  expenditure  sys- 
tem; and  normal  business  means  nothing 
more  nor  less  than  a living  adjustment 
of  the  family  budget. 

That  there  is  today  a lack  of  adjust- 
ment in  the  price  system  seems  apparent. 
Of  tile  fundamental  materials,  iron  and 
steel  are  still  much  above  1914  prices; 
lumber  and  building  materials  100  per 
cent,  higher;  petroleum  is  higher;  paper 
higher;  chemicals  and  drugs 


further  disarrangement  has  occurred. 
The  various  bargainers  have  bad  un- 
equal economic  strength  or  endurance. 
Foodstuffs  at  retail  have  fallen  month 
by  month  since  August,  1920.  Rent  has 
increased  at  every  move  until  in  April 


keenest,  the  surge  in  that  direction  may 
be  strong  enough  to  run  tho  price  below 
the  pro-war  level.  Anyhow,  there  was 
no  permanent  pre-war  level  and  there 
will  be  no  permanent  post-war  level. 

(6)  It  Is  a recognition,  i 


It  stood  71  per  cent  above  1914.  There  clearly  defined,  of  those  necessary  mi- 

lt has  remained.  Clothing  that  took  justments  downward  that  has  kept  copl- 
such  a violent  rise  at  the  close  of  the  tal  and  investors  away  and  has  caused 


war  broke  in  price  May,  1920,  at  187 
per  cent  above  the  average  for  1914, 
and  has  shown  a decline  almost 


than  60  per  cent  higher;  farm  products  tinuously.  Fuel  and  light  reached  their 
somewhat  above;  coal  is  still  very  high,  maximum  in  January,  1921,  and  have  de- 
There  are  a number  of  commodities  on  dined  a little  since  that  time.  The  snn- 
the  other  side;  rubber  is  below  1914  dries  or  miscellaneous  item  which  is  the 
prices,  Mtton  is  lower,  hides  are  lower,  sensitive  dial  of  the  family  surplus  over 
copper  ;s  lower,  coffee  is  lower.  Within  necessities,  has  remained  practically  un- 
“ group  there  is  also  disarrangement,  as  changed  since  March,  1920. 


shown  in  the  case  of  farm  products. 
Corn,  cotton  and  cattle  are  below,  while 
wheat  is  above,  tho  pre-war  base. 

It  is  clear  that  the  1913  or  1914  price 
sjmtem  is  all  distorted  so  far  as  these 
fundamental  materials  are  concerned. 


Rent,  fuel  and  light,  and  sundries  a 


resentment  among  consumers.  But  this 
resistance  on  the  part  of  capital  and  this 
resentment  on  tho  part  of  consumers  aro 
a part  of  the  economic  struggle  for 
change. 

(7)  Business  can  be  made  normal  by 
making  the  market  normal  The  market 
will  become  normal  when  tho  common 
man  representing  the  masses  of  the 
people  Is  normal  minded  in  his  expendi- 
ture. The  common  man  will  return  I 


the  workings  of  this  system  at  any  given  Can  they  continue  in 


7 relationship  Here 


out  of  joint  in  the  family  budget,  and  nonnal  expendituree  when  his  budget  is 
the  whole  burien  of  family  expenditure  restored  to  an  equilibrium  both  as  to  its 
presses  heavily  on  the  family  income,  various  parts  and  as  to  his  <n<-iiTT.«i  n 
The  items  named  above  have  not  fallen  true  of  individuals  u of  nations  Utst  the 
price  as  have  food,  clothing  and  wages,  secounte  must  balance;  Income  must 
•“  the  obstacle  in  the  way  of  a eqoal  outgo. 
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The  Legislative  Week  in  Washington 


OF 

S'S  STATE  HUG 

t hopes  soon  to  be 
^ able  to  make  an- 
K ' nouneement  of  the 
P : resnlt  of  the  infor- 
te mal  negotiations  be- 
tween  German  For* 
Minister  Rosen 
and  American  Com- 
missioner Ellis  Loring  Dresel  at  Berlin, 
with  the  view  to  a preliminary  agree- 
ment as  a basis  for  commercial  relations 
between  this  country  and  Germany  pend- 
ing negotiation  of  a formal  treaty  of 


France  and  China  have  formally  ac- 
cepted the  President’s  invitation  to 
participate  in  the  discussion  of  Pacific 
and  Far  Eastern  questions  in  connection 
with  the  conference  at  Washington  Nov. 
11,  on  limitation  of  armamenh  Accept- 
ance^from  England,  Italy  and  Japan, 
will  come  in  due  time. 

President  Harding,  after  conference 
with  Chairman  Lasker,  approved  the  de- 
cision of  the  United  States  Shipping 
Board  to  make  a complete  survey  of  the 
ship-chartering  situation  with  a view, 
within  the  next  thirty  days,  of  abrogat- 
ing entirely  the  present  method  of  op- 


eration and  substituting  therefor  an 
agreement  which  will  provide  a net  ren- 
tal for  the  use  of  the  ships,  the  char- 
terer, instead  of  the  Government,  paying 
all  the  running  expenses. 

Secretary  Hoover  announced  that  an 
anderstanding  had  been  reached  at  Riga 
between  Walter  L.  Brown,  Director  of 
the  American  Relief  Administration, 
and  Maxim  Litvinoff,  Soviet  envoy,  un- 
der which  the  latter  accepted  all  condi- 
tions laid  down  by  Brown  for  absolute 
American  control  of  distribution  of  sup- 
plies to  be  sent  into  Russia  for  relief 
purposes.  With  President  Harding’s 
approval.  Secretary  Hoover  has  made 
plans  for  united  American  charitable  ef- 
forts in  this  direction,  but  there  will  Be 
no  general  appeal  or  campaign  for  funds 
on  account  of  the  present  economic  situa- 
tion in  this  country. 

The  House  decided  to  pass  the  so- 
so-called  railway  relief  bill  before  taking 
a recess.  Senate  leaders  are  doubtful 
if  they  con  get  it  through  that  body  if 
present  recess  plans  go  through. 

The  tax  revision  bill  was  reported  to 
the  House  by  the  Ways  and  Means  Com- 
mittee and  a vote  will  be  taken  before 
roeoss.  After  reporting  the  measure, 
and  debate  on  it  had  begun,  the  commit- 
tee agreed  to  certain  changes  to  perfect 
the  bilL  Main  features  of  the  measure 


are  the  repeal  of  excess  profits  taxes, 
effective  Jan.  1,  1922;  repeal  of  income 
surtax  rates  above  32  per  cent,  and  an 
increase  in  corporation  normal  income 
tax  from  10  to  12^  per  cent. 

The  War  Finance  Corporation  ap- 
proved an  application  from  a Savannah 
bank  for  loan  of  ^,000,000  to  finance 
cotton,  cottonseed  cake,  peanut  cake 
and  naval  stores  for  export  sale,  these 
funds  to  be  used  as  a financial  resource 
and  facility  in  addition  to  the  usual  Fed- 
eral Reserve  Bank  facilities  for  the  bene- 
fit of  orderly  marketing  of  crops  in 
Southeastern  United  States. 

Senator  Borah  agreed  to  delay  his  bill 
repealing  the  Panama  Canal  tolls  on 
American  coastwise  shipping  until  Oct. 
10,  or  the  first  day  thereafter  when  a 
quorum  shall  be  present. 

The  White  House  has  announced  an 
agreement  on  a rate  cut  of  7^  cents  a 
hundred  pounds  on  grain  shipments  for 
export  between  Chicago  and  New  York. 
Other  cuts  are  expected. 

Senator  Pittman  introduced  a bill  to 
amend  the  Esch-Cumnuns  Transporta- 
tion act  BO  03  to  eUminate  the  long  and 
short  hauL 

The  Senate  Committee  on  Commerce 
reported  favorably  a bill  to  create  free 
trading  zones  in  American  ports,  and  has 
had  it  referred  to  the  Finance  Committee 


as  a proposed  amendment  to  the  Fordney 
Tariff  bill 

Director  of  Railroads  Davis  informed 
the  House  Commerce  Committee  that  an 
additional  $200,000,000  would  settle 
glaima  against  the  Railroad  Administra- 
tion. He  estimated  that  the  bulk  of  the 
Railroad  Administration’s  affairs  would 
be  liquidated  by  Dec.  31,  1922. 

The  Senate  Finance  Committee  has 
practically  decided  to  abandon  embargo 
plans  for  dyestuffs  and  substitute  pro- 
tection by  high  tariff  rates. 

Senator  Lodge,  after  being  designated 
as  a member  of  the  American  delegation 
to  the  Washington  Conference  on  Limita- 
tion of  Armament,  announced  that  ho 
would  do  his  utmost  to  bring  about  re- 
duction, but  that  it  must  be  a "general 
reduction  ” in  which  all  nations  will 
participate.  Lodge  expressed  the  con- 
viction that  economic  conditions  of  the 
world  ^ake  essential,  decisive  steps  to 
remove  tho  staggering  burden  of  taxa- 
tion for  armaments  from  the  peoples  of 
the  world. 

President  Harding  has  decided  to  make 
Major-General  Leonard  Wood  the  new 
Governor  General  of  the  Philippines  and 
Secretary  Weeks  has  persuaded  the 
University  of  Pennsylvania  to  release 
him  for  a year  for  that  emergency  ser- 


The  Week  in  Canada 


Sptdal  Correapondmee  of  the  Annalist, 

The  official  statement  showing  tho 
financial  position  of  the  Federal 
Government  up  to  the  end  of  July  last 
contains  some  striking  figures.  Total 
gross  public  debt  of  the  Dominion,  stand- 
ing at  $3,048,737,760,  is  larger  than  it 
was  at  the  corresponding  date  of  1920 
by  $34,856,692.  Funded  debt  alone 
amounts  to  $2,531,897,606,  a decrease  in 
the  twelve  months  of  $2,614,279.  This 
decrease  is  more  than  accounted  for  by 
the  smaller  amount  payable  in  New 
York,  the  amount  of  which  is  $111,153,- 
000,  or  less  than  a year  ago  by  $24,720,- 
000.  The  amount  payable  in  Canada,  on 
tho  other  hand.  Increased  by  $22,206,721 
to  $2,084,743,136.  The  sum  payable  in 
London  stands  unchanged  at  $336,001,- 
469.  Evidences  of  deflation  are  reflected 
in  a decline  of  $12,402,299  in  Govern- 
ment notes  in  circulation.  An  item,  on 
tho  other  hand,  which  reflects  the  Gov- 
ernment's need  of  funds,  is  that  desig- 
nated temporary  loans,  which  amount  to 
$131,836,000,  or  $42,988,000  in  excess  of 
a year  ago. 

A cot  of  $88,428,065  is  to  be  noted  in 
the  value  of  active  assets  held,  the  total 
credited  to  this  item  being  $690,967,097, 
agiiinet  $779,386,162  a year  ago,  not- 
withstanding that  investments,  standing 
at  $638,666,676,  are  in  excess  of  a year 
ago  by  $128,121,189.  The  explanation  of 
this  apparent  incongruity  is  to  be  found 
In  the  fact  that  non-productive  assets 
(which  in  the  main  reprosents  the  im- 
profitable  system  of  Government-owned 
railways)  now  amount  to  $397,646,129, 
an  increase  for  tho  year  of  $140,619,627. 
The  net  debt,  as  a result  of  this  further 
impairment  of  assets,  shows  an  increaso 
for  the  twelve  months  of  $128,283,747, 
the  figures  being  $2,357,780,662  and 
$2,234,496,916  respectively.  The  in- 
crease over  June  was  $8,600,652,  whereas 
during  July  of  1920  the  net  decreased  by 
$66,622,114. 

The  outstanding  feature  of  tho  Fed- 
eral revenue  for  the  four  months  ended 
July  31,  covering  the  filet  third  of  the 
current  fiscal  year,  was  an  increase  of 
$62,377,420,  or  more  than  182  per  cent., 
in  the  war-tax  revenue,  the  total  from 
this  source  amounting  to  $81,132,851. 
The  sum  received  from  income  tax  was 
$62,174,601,  while  from  inland  reveado 
there  was  a gain  of  more  than  $10,000,- 
000.  b'rom  buslnesr  profits  tax,  a source 


of  revenue  which  is  being  discontinued, 
only  about  one-half  last  year’s  amount 
was  received.  In  spite,  however,  of  the 
increase  in  funds  obtained  from  so-called 
war  taxes,  total  revenue  during  the  four 
months,  amounting  to  $141,308,620,  ex- 
perienced a decline  of  $3,741,068.  This 
was  due  to  a loss  of  $34,436,686  in  re- 
ceipts from  customs  and  of  more  than 
$13,000,000  from  public  works.  Total  ex- 
penditure on  account  of  consolidated 
fund  amounted  during  the  four  months 
to  $98,446,637,  a decrease  of  $6,464,399. 
It  will  therefore  be  seen  that  as  far  as 
the  consolidated  fund  is  concerned  there 
was  during  the  four  months  a surplus  of 
$42,862,983  in  revenue  over  expenditure. 
The  expenditure  on  capital  account  was 
$3,964,242  against  $6,990,918  the  same 
four  months  of  1920. 

Interest  in  Lord  Shaughnessy’s  sug- 
gestion of  a few  months  ago  that  the  G. 
P.  R.  take  over  and  operate  the  system 
of  the  Canadian  National  Railways,  the 
Federal  Government  to  guarantee  divi- 


however,  our  pressing  domestic  problem 
is  to  got  these  groups  of  industries  on  a 
common  footing.  The  level  chosen  is 
not  so  important  for  domestic  purposes 
as  the  fact  that  no  matter  what  the  level 
all  contenders  for  trade  start  with  no 
handicap  and  with  a parity  in  exchange. 
It  is  to  be  remembered,  however,  that  if 
this  price  index  is  stabilized  at  a higher 
level  than  expert  opinion  believes  can  be 
maintained  over  a period  of  years,  the  re- 
sult will  be  to  discourage  those  under- 
takings which  come  under  the  bead  of 
capital  expenditures. 

It  is  much  easier,  however,  to  write 
the  prescription  than  it  is  to  get  the 
patient  to  take  the  medicine.  The  coun- 
try has  had  one  experience  with  price 
fixing  by  authority  of  the  Federal  Gov- 
ernment and,  after  that  experience,  the 
man  in  the  street  much  prefers  to  take 
his  chance  with  the  twin  devils  of  supply 
and  demand.  If  wo  eliminate  Federal 
authority  as  an  agency  to  bring  these 
divergent  group  prices  to  some  common 
level — and  we  must  eliminate  it  for  fear 
that  tho  cure  will  be  worse  than  the 
disease — ^we  have  left  as  levers  or  clubs 


dend  payments  on  the  C.  P.  R.’s  14,000 
miles  of  lines,  has  again  been  excited  by 
a speech  from  Hon.  Rodolphe  Lemieux 
favoring  the  proposal.  The  Canadian 
National  Railways,  with  aggregate  mile- 
age of  22,354  miles,  is  for  the  time  being 
at  least,  a white  elephant  in  the  hands 
of  the  Federal  Government  Last  year, 
according  to  an  official  statement  in  the 
House,  the  system  entailed  a loss  of 
about  $70,000,000,  which  had  to  he  met 
out  of  the  Dominion  Treasury,  and  some 
authorities  estimate  that  the  present 
deficit  is  averaging  nearly  $2,000,000  a 
week,  or  approximately  $100,000,000  a 
year.  Financial  newspapers  in  Canada 
and  daily  newspapers  in  the  Province  of 
Quebec,  where  public  ownership  has  few 
protagonists,  are  taking  Mr.  Lemieux's 
speech  as  the  text  for  a new  campaign  in 
favor  of  Lord  Shaughnessy’s  offer.  Most 
of  the  daily  papers  in  other  parts  of  tjie 
Dominion  are,  on  the  other  hand,  seizing 
the  opportunity  for  a renewed  attack  on 
the  proposal,  one  leading  Toronto  paper 


two  things.  The  one  is  slow,  but  sure, 
and  is  that  force  which  one  downtown 
banker  is  fond  of  calling  " the  hydraulic 
pressure  of  economics,”  an  expression 
more  picturesque  than  accurate.  The 
other  force  is  the  enlightened  self-inter- 
est of  the  makers  and  sellers  of  these 
products,  and  it  takes  a rather  confirmed 
optimist  to  believe  that  this  latter  force 
will  be  effective. 

The  daily  papers  report  more  than 
5,006,000  men  are  unemployed  at  present 
— and  this  in  midsummer.  If  6,000,000 
are  unemployed  in  midsummer  there 
will  be  soup  lines  in  every  industrial  com- 
munity before  the  next  Winter  has  passed 
unless  prompt  steps  are  taken  to  speed 
up  industry  and  trade.  There  is  no  lack 
of  work  to  be  done.  The  one  real  ob- 
stacle in  the  way  of  a revival  of  our  do- 
mestic commerce  Is  the  unbalanced  and 
unreasonable  prices  for  certain  basic 
commodities  and  certain  classes  of  labor. 
If  we,  through  enlightened  opinion,  are 
unable  to  remove  obstacles  of  no  greater 
difficulties  than  are  these,  we  may  well 
examine  with  a lowly  spirit  our  boasted 
industrial  prowess. 


declaring  that  "such  terms  are  abso- 
lutely opposed  to  the  principle  of  demo- 
cratic Government, and  no  Ministerwhich 
would  consider  them  could  long  hold 
power  in  this  country.” 

Although  operating  revenues  of  the 
railways  of  the  Dominion  are  still  un- 
satisfactory, the  tendency  in  operating 
expenses  is  also  downward.  The  latest 
available  statistics  are  those  just  issued 
by  the  Dominion  Statistican  covering 
April,  which  show  the  operating  ratio 
for  that  month  to  be  96.17  per  cent, 
against  96.9  for  April,  1920,  and  96.64 
per  cent,  for  March,  1921.  Pay  checks 
just  issued  to  the  140,000  men  employed 
on  the  railways  of  Canada  covering  the 
last  two  weeks  in  July,  and  the  first  ap- 
plication of  the  cut  in  wages,  are  esti- 
mated to  show  an  average  reduction  of 
about  12  per  cent. 

A little  glint  of  sunshine  has  been 
shed  upon  the  pulp  and  paper  industry 
by  the  appearance  of  the  annual  state- 
ment of  the  Spanish  River  Pulp  and 
Paper  Mills,  Limited,  showing,  in  spite 
of  operating  difficulties  experienced,  a 
working  capital  of  $7,416,685,  compared 
with  $6,611,068  at  the  close  of  the  pre- 
vious fiscal  year.  This  company  is  the 
largest  of  its  kind  in  the  Dominion  with 
newsprint  capacity  of  plants,  through 
recent  additions,  at  660  tons  a day.  The 
company’s  earnings  were  equal  to  21  per 
cent,  on  the  common  stock.  In  the  mean- 
time the  Riordon  Pulp  and  Paper  Com- 
pany is  still  struggling  with  the  prob- 
lem of  raising  $10,000,000  to  meet  its 
financial  necessities,  while  a receiver  has 
been  appointed  for  the  Mattagami  Pulp 
and  Paper  Company,  whose  capital  con- 
sists of  $1,600,000  preferred,  $2,000,000 
common,  $2,600,000  debenture  stock  and 
$1,814,743  first  mortgage  bonds.  An  ef- 
fort is  being  made  to  reopen  the  plant  of 
the  Kaministiqua  Pulp  and  Paper  Com- 
pany, whose  mills  at  Port  Arthur  were 
recently  closed  down  because  of  financial 
difficulties. 


AMNOUNGEMENT  has  been  made  by 
•^the  manager  of  the  Barranquilla 
branch  that  the  National  City  Bank  in- 
tends to  liquidate  its  interests  in  Co- 
lombia. The  withdrawal  of  this  hank,  re- 
ports Vice  Consul  E,  B.  Montgomery, 
leaves  the  Mercantile  Bank  of  the  Amer- 
icas the  only  American  branch  bank  in 
Colombia. 
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Trade  Unions  in  Soviet  Russia 


food  crisis,  which 
I now  become  the 
topic  of  the  ds7  in 
all  discussions  of  the 
Russian  situation, 
has  pushed  to  the 
background  another 
of  the  fundamental 
unsolved  economic 
problems  of  the  So* 
viet  regime — the  question  of  trade 
unions.  All  through  last  Winter  and 
Spring  this  question  was  the  subject  of 
bitter  and  heated  discussions  of  the  com- 
munist leadership  of  Russia.  Its  solu- 
tion is  still  far  out  of  sight. 

The  Soviet  regime  terms  itself  the 
“ woricmen-peasant  ” authority,  meaning 
by  this  that  it  lays  claims  to  represent- 
ing these  two  classes  of  the  population. 

‘ In  reality,  however,  it  represents  neither 
of  these  classes,  and  for  some  time  past 
has  been  quite  frankly  outspoken  in  this 
regard.  The  term  "dictatorship  of  the 
proletariat  ” has  now  become  trans- 
formed into  something  different,  viz.,  the 
" dictatorship  of  the  Communist  Party.” 
And  the  Communist  Party  has  been  of- 
ficially defined  as  the  minority  of  the  in- 
dustrial proletariat  The  official  mem- 
bership of  the  Russian  Communist  Party 
is  about  600,000  in  a population  of  nearly 
120,000,000  peasants  and  workmen. 

This  Communist  Party  rules  both  the 
peasants  and  the  workmen,  and  all  the 
information  coming  from  Russia  indi- 
cates that  this  rule  is  one  of  great  se- 
verity. The  food  crisis,  due  unmistak- 
ably to  the  bitter  hostility  toward  the 
Soviet  regime  on  the  part  of  the  peas- 
antry, is  a clear  indication  of  the  atti- 
tude of  the  peasant  masses  toward  the 
regime  and  the  Communist  Party  which 
controls  the  regime.  The  constantly  de- 
creasing industrial  production,  due  to 
hostility  toward  the  regime  on  the  part 
of  the  rank  and  file  of  labor,  is  just  as 
clear  an  indication  of  the  attitude  of  the 
proletarian  masses  toward  the  Soviet 
regime  and  the  Communist  Party. 

Since  practically  all'  the  industries  in 
Russia  are  in  the  hands  of  the  Govern- 
ment, all  the  workmen  are  employes  of 
the  State.  As  such  they  find  themselves 
in  conditions  of  discipline  closely  ap- 
proKimating  military  discipline.  Yet 
millions  of  them  are  united  into  trade 
unions.  And  the  question  naturally 
arises  as  to  the  purpose  served  by  the 
trade  unions  under  a communist  regime 
and  their  status  in  the  Soviet  economic 
scheme. 

According  to  the  data  presented  to  the 
Tenth  All-Russian  Congress  of  the  Com- 
munist Party  by  Gregory  Zinoviev,  the 
President  of  the  Third  International, 
there  are  in  Russia  at  the  present  time 
twenty-three  All-Russian  trade  unions 
federations,  organized  by  industries  and 
administered  by  All-Russian  central  com- 
mittees. These  federations  are  united  in 
the  AU-Russian  Central  Soviet  of  Trade 
Unions,  which  is  the  supreme  governing 
body  of  the  whole  trade  union  movement. 
For  purposes  of  trade  union  sulministra- 
tion  on  a more  restricted  scale,  there  are 
sixty-nine  Provincial  trade  imion  coun- 
cils and  1,380  Provincial  and  7,621 
Ouyezd  trade  union  divisions. 

In  November,  1920,  the  All-Russian 
Central  Soviet  of  Trade  Unions  esti- 
mated its  membenhip  as  6,666,000.  In 
his  report  at  the  Tenth  Congress,  Zino- 
viev estimated  the  membership  at  6,000,- 
000.  He  pointed  out,  however,  that  the 
figure  may  be  rather  inaccurate,  for, 
as  he  stated,  the  registration  was  done 
very  carelessly.  With  such  an  admission 
from  80  authoritative  a source,  it  is  safe 
to  assume  that  the  actual  membership 
of  the  trade  unions  in  Soviet  Russia  is 
a good  deal  less  than  6,000,000.  NeveT^ 
theless,  it  is  quite  dear  that  there  are 
several  million  organized  workmen  in  the 
Pussian  trade  unions,  the  vast  majority 
of  whom  are  not  communists. 

For  purposes  of  political  classification 
the  rank  and  file  of  the  trade  union 
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membership  may  be  considered  as  " non- 
psriy.”  This  term  is  generally  applied 
in  the  Soviet  terminology  to  indicate 
persons  who  are  neither  members  of  the 
Communist  Party  nor  are  in  sympathy 
with  it.  The  Communist  Party  neither 
can  nor  desires  to  include  the  whole 
membership  of  the  trade  unions  in  the 
ranks  of  the  party.  On  the  contrary,  the 
party  is  a dosed  corporation  with  a re- 
stricted membership.  But  the  party 
wishes  to  have  a guiding  r6Ie  in  the  con- 
duct of  the  trade'  union  affairs,  and  it 
prcdsdy  this  idle. 

There  arc  no  political  qualifications  for 
adimssion  to  trade  unions,  except  one. 
M.  Tomsky,  the  President  of  the  Central 
Executive  Committee  of  Trade  Unions, 
in  his  theses,  presented  last  year  to  the 
Third  All-Russian  Congress  of  Trade 
Unions,  stated  that  the  trade  unions  ad- 
mit to  membership  only  those  worlanen 
who  “ believe  in  the  introduction  of  com- 
munism through  the  dictatorship  of  the 
proletariat  and  who  follow  in  all  their 
actions  the  hegemon  of  the  proletarian 
revolution,  the  Russian  Communist 
Party.”  In  order  to  preserve  this 
hegemony  within  the  trade  union  lanks, 
the  Communist  Party  plays  a controlling 
part  in  all  their  affairs. 


the  trade  unions  and  the  Communist 
Party,  adopted  by  the  Ninth  All-Russian 
Congress  of  Soviet,  indicates  this  rela- 
tionship in  rather  full  detaU.  In  order 
to  get  a clear  picture  of  the  situation,  the 
reader  might  do  well  to  substitute  the 
American  Federation  of  Labor  for  "the 
All-Russian  Central  Soviet  of  Trade 
Unions  ” and  the  Republican  National 
Committee  for  the  “ Central  Committee 
of  the  l^t^ian  Comrouiust  Party,”  and 
then  he  would  have  precisely  the  picture 
of  what  communism  would  mean  in  the 
United  States  at  the  present  time  from 
the  point  of  view  of  the  status  of  trade 
unions.  The  resolution  reads  as  follows: 
The  Communist  Party,  being  the 
guiding  organization  of  the  working 
class,  Is  at  the  head  of  the  proleta- 
rian revolution  and  directs  the 
struggle  for  the  establishment  of 
communism.  The  party  carries  on 
its  propaganda  among  non-party 
worlmen  through  its  communist 
centres  in  all  organizations  of  worl^ 
men  and  in  all  trade  unions. 

The  dictatorship  of  the  prole- 
tariat is  insured  only  if  the  trade 
unions,  while  remaining  officially 
non-party  organizations,  should 
really  become  communistic  and 
should  adopt  the  policies  of  the  Com- 
munist Party.  Therefore,  a ^s- 
cipliued  and  well  organized  com- 
munistic section  should  be  attached 
to  each  trade  union. 

Ea^  communist  section  should 
form  a part  of  the  local  organiza- 
tion, which  is  subordinated  to  the 
par^.  The  communist  section  of 
the  All-Russian  Central  Soviet  of 
Trade  Unions  is  subordinated  to  the 
Central  Committee  of  the  Russian 
^mmunist  Party.  All  decisions  of 
the  All-Russian  Central  Soviet  of 
Trade  Unions  are  obligatoiy  for  all 
trade  unions,  and  may  be  abrogated 
only  by  the  Central  Committee  of 
the  pa^. 

Thus,  the  trade  anions  are  controlled 
by  the  Communist  Party  at  every  stage 
of  their  activity.  While  formally  they 
are  quasi-independent,  in  reality  they  are 
merely  organs  of  the  Commnnist  Party, 
or  for  practical  purposes  of  the  Soviet 
Government.  This  in  itself  renders  im- 
possible the  function  which  trade  unions 
have  all  over  the  world,  viz.,  protection 
of  the  interests  of  tho  workmen  who 
band  themselves  together  into  these 
unions.  In  a resolution  adopted  by  the 
Tenth  All-Russian  Congress  of  the  Com- 
munist Party  last  March,  the  rdio  of  the 
trade  anions  was  defined  as  follows: 


unions  must  be  in  the  organization 
of  jproduction,  in  ene^etic  rartici- 
pation  in  the  central  institutions  of 
Government,  in  control,  registra- 
tion and  distribution  of  man  power, 
in  tho  organization  and  unif^Uon 
of  the  ci^  and  the  rural  districts. 
The  trade  unions  must  be  schools  of 
communism,  charged  with  the  tn«v 
of  looking  after  the  interests  of  tho 
masses  of  non-party  members,  who 
must  bo  taught  the  advantages  of 
common  work. 

A LL  this  is  in  theory  and  on  paper. 

In  reality,  the  trade  unions  are 
charged  with  administrative  and  in  most 
cases  repressive  and  punitive  tasks. 

To  some  extent  the  trade  unions  toko 
part  in  the  management  of  industry.  But 
this  participation  is  not  direct,  and  at  no 
stage  of  industrial  management  is  it  very 
important  They  have  their  representa- 
tives in  the  councils  of  national  economy, 
which  constitute  (ho  apparatus  of  man- 
agement They  have  a voice  in  the  de- 
terminatjpn  of  wages,  premiums,  &c.,  but 
iheir  voice  is  seldom  heard,  especially  if 
they  have  anything  to  offer  that  would 
go  counter  to  the  ideas  on  the  subject 
that  the  governmental  institutions  may 
entertain.  They  carry  on  a certain 
amount  of  educational  activity  among 
the  workmen,  but  again  not  enough  to 
justify  their  existence.  They  are  used 
by  the  Soviet  regime  mainly  for  carrying 
out  some  of  tho  work  of  compulsion 
which  the  Russian  communist  leadership 
finds  it  necessary  to  apply  to  labor. 

It  is  a well-known  fact  that  labor 
discipline  in  Russia  has  been  indescrib- 
ably lax  ever  since  the  introduction  of  the 
Soviet  r4gime.  In  previous  articles  of 
this  series  wo  had  occasion  to  spoak  of 
such  important  phases  of  the  situation  in 
this  regard  as  labor  shortage,  induced 
principally  by  the  lack  of  correspondenco 
between  wages  and  prices  for  the  necessi- 
ties of  life;  excessive  absences  from 
work;  generally  low  productivity  of 
labor  and  labor  desertions.  The  Soviet 
r4gime  attempts  to  contend  against  these 
phases  of  the  dtuation  by  means  of 
premiums  for  better  work  and  penalties 
for  failure  to  produce  better  work.  In 
the  experience  of  the  last  two  years,  the 
Soviet  regime  found  that  the  premiums 
proved  to  be  very  poor  stimulants  to  in- 
creased production,  because  of  the  gen- 
eral economic  situation  in  the  country. 
Penalties  and  compulsion  were  found  the 
only  means  left,  and  in  the  imposing  of 
these  penalties  the  regime  has  made  an 
extensive  use  of  the  trade  unions. 

In  a set  of  instructions  issued  to  the 
trade  unions  regarding  labor  supply 
(Moscow  Pravda,  No.  18,  for  1921),  wo 
find  a description  of  the  situation  in 
terras  of  the  difficulties  which  the  Soviet 
regime  experiences  in  its  efforts  to  ob- 
tain labor.  The  sources  of  labor  supply 
are  the  villages  and  the  rural  districts 
generally.  Tho  shortage  of  labor  in 
the  dties  can  be  made  up  only  by  draw- 
ing on  tho  villages.  And  workmen  are 
brought  to  the  industrial  centres,  "not 
through  voluntary  offer  of  services,  but 
by  means  of  mobilization  and  other 
means  of  compulsion.”  The  enforcement 
and  maintenance  of  productive  discipline 
among  these  mobilized  labor  forces  is 
one  of  the  tasks  of  the  trade  unions. 

As  a matter  of  practical  application, 
the  process  of  supplying  the  industries 
of  Rusria  with  man  power  comprises  a 
whole  series  of  connected  activities.  It 
is  necessary  to  make  a survey  of  the 
needs  of  Russian  industries  from  the 
viewpoint  of  their  labor  requirements,  by 
r^ons  and  by  trades;  to  make  a similar 
survey  of  the  labor  resources  of  the 
country  by  ages,  training  and  occupa- 
tions; to  cany  out  a mobilization  of  the 
available  resources;  to  apply  repressivo 
and  panitive  measures  to  those  who 
evade  mobilization  and  to  effect  a dis- 


tribution of  the  mobilized  force*  in  ac- 
cordance with  the  survey  of  tho  needs 
of  the  various  industries  and  the  avail- 
able resources. 

The  set  of  instructions  quoted  make 
»t  a point  that  all  such  distribution 
should  be  made  from  tho  point  of  view 
of  the  needs  of  the  whole  country  and  of 
the  whole  system,  without  the  slightest 
reg^  for  the  desires  and  inclinations 
of  the  mobilized  workmen.  Tho  carry- 
ing out  of  this  distribution  is  another  of 
the  tasks  devolving  upon  the  trade 
onions. 

But  besides  this,  tho  work  of  actually 
imposing  penalties  upon  workmen  in  fac- 
tories is  also  done  by  the  trade  unions. 
Special  disciplinarian  courts  are  pro- 
vided for  this  purpose  by  the  traclo 
unions.  The  following  report,  quoted  by 
tho  Prague  Volya  Rossii  of  March  26. 
1921,  from  the  Moscow  Pravdn,  show.s 
the  work  of  these  disciplinary  courts  for 
the  Moscow  district  Tho  report  covers 
tho  period  from  Jan.  1 to  Doc.  1, 1920: 
Tho  number  of  woikers  brought 
before  the  various  disciplinary  couite 
was  2,374,  of  whom  2,214  wore  mon 
Md  160  women.  Tho  number  of 
tooM  convicted  wo.-.  1,341.  of  whom 
were  men  and  100  women.  Tho 
charges  were  os  follows: 

Absences  from  work  ...  . 788 

"l37 

Disobedience  J23 

Utner  charges  293 

Tho  punishments  provided  were  os 

follows: 

Demotion  g 

Extra  work  .!."!!."!!!  |424 

Compulsory  labor ]i76 

Repnroande 409 

Such  disciplinary  court*  are  estab- 
lished ail  over  Russia  and  are  function- 
ing with  greater  or  lesser  degree  of  ef- 
ficiency. 

Wo  hovo  already  seen  that,  according 
to  the  communist  theory,  tho  trade 
unions  are  made  entirely  subservient  to 
the  Communist  Party.  But  there  is  noUi- 
ing  in  tho  theory  or  in  the  practice  of  tho 
Soviet  regime  to  indicate  what  should  bo 
tho  precise  relations  between  tho  trade 
unions  and  the  Soviet  Government,  par- 
ticularly those  of  tho  latter’s  department 
which  deal  with  the  country’s  economic 
affairs.  It  was  this  question  that  led  to 
a bitter  controversy  on  tho  question  of 
labor  unions  that  raged  several  months 
ago  and  was  interrupted  by  tho  famine. 

In  the  course  of  this  controversy,  tlio 
group  which  goes  under  the  name  of  tho 
“ labor  opposition  ” and  demands  greater 
freedom  for  trade  union  action,  declared 
that  tho  rGlo  of  the  trade  unions  has  now 
been  practically  reduced  to  zero.  It 
charged  tho  Soviet  regime  witli  exhibit- 
ing toward  labor  an  enmity  that  Is  not 
unlike  the  " bourgeois  hostility  " of  tho 
capitalist  order. 


News  Notes 

rpHE  War  Finance  Corporation  nn- 
A nounced  that  It  has  approved  an  ap- 
plication from  on  important  Southern 
banking  institution  for  on  advance  of 
^,000,000 — to  finance  cotton,  cottonseed 
cake,  peanut  cake,  and  naval  stores,  for 
export  sale.  Tho  commoditicB  in  ques- 
tion will  be  for  the  most  part  product* 
from  Georgia,  Alabama  and  South  Caro- 
lina. 

The  Guaranty  Trust  Company  of  New 
York  announces  that  its  Trust  Deport- 
ment is  prepared  to  exchange  tho  out- 
standing temporary  Utah  Power  & Light 
Company  first  lien  and  general  mortgngo 
gold  bonds,  series  7s,  duo  1941,  for  defin- 
itive bonds  with  coupons  No.  2 due  Jon. 
1,  1922,  and  subse^ent  attached,  and 
that  it  has  been  appointed  registrar  of 
stock  of  the  Sayre  Electric  Company. 

rpHB  New  York  Trust  Company  has 
been  named  as  trustee  under  mort- 
gage of  the  '23-26  Beaver  Street  Cor- 
poration given  to  seeure  an  issue  of 
$800,000  general  mortgage  6 per  cent 
coupon  gold  bonds,  maturing  May  1, 1941. 
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International  Chamber  of  Commerce  Meets  in  London 


New  York,  Monday,  August  22,  1921 


^ONFIDBNCE  and  prosperity  cannot 

be  restored  in  the  world  until  nations 
cease  inflating  their  currencies,  accord- 
ing to  the  viewpoint  of  delegates  to  the 
first  annual  meeting  of  the  Intemational 
Chamber  of  Commerce,  held  recently  in 
London. 

One  of  the  important  resolutions 
adopted  by  the  London  conference,  as 
made  public  by  the  American  section  of 
the  Intemational  Chamber,  calls  for  a 
progressive  deflation  in  the  volume  of 
paper  currencies.  This  resolution  had 
the  following  suggestions  to  make  as 
well: 

That  a study  of  the  effect  upon 
the  international  e^cchan^  of  the 
present  position  of  Interulied  debts 
and  of  possible  remedies,  and  a 
simUar  study  of  the  payment  and 
utilization  of  thcGernian  reparation, 
and  that  it  be  referi^  to  the  Coun- 
cil of  the  International  Chamber  of 
Commerce  to  appoint  a commission 
for  this  purpose. 

That  the  disarmament  laid  down 
in  the  treaties  become  as  soon  as 
possible  an  accomplished  fact  in 
order  to  bring  about  a general  re- 
duction of  budgetary  expenses. 

That  the  creation  of  national  and 
intemational  organization  for  ex- 
port credits  be  actively  undertaken 
by  private  enterprise  with  the  sup- 
port of  Governments. 

That  the  Governments  of  coun- 
tries with  a depreciated  rate  of  ex- 
change avoid  as  far  as  possible  con- 
tracting new  external  debts. 

That  the  greatest  possible  liberty 
be  granted  in  all  commercial  and  fi- 
nancial transactions. 

This  was  one  of  five  resolutions  drawn 
up  by  the  finance  group  meeting  which 


finally  passed  the  whole  congress. 
Twenty-four  additional  resolutions  pro- 
posed at  the  other  four  group  meetings 
also  were  approved  by  the  congress. 

Bankers  and  authorities  on  financial 
matters  from  seventeen  countries  were 
in  attendance  at  the  finance  group  meet- 
ing. The  delegation  from  the  United 
States  included  such  men  as  George  E. 
Roberts,  Vice  President  of  the  National 
City  Bank,  New  York;  Willis  H.  Booth, 
Vice  Pre.sidcnt  of  the  Guaranty  Trust 
Company,  New  York,  and  F.  C.  Watts, 
President  of  the  First  National  Bunk, 
St.  Louis. 

Endorsement  of  the  congress  was 
given  to  the  Ter  Muelen  scheme  to  ex- 
tend credit  for  foreign  trade,  by  the 
adoption  of  a resolution  which  had  its 
origin  in  the  finance  group  meeting.  The 
resolution  stated  “ that  this  congress 
recognizes  the  necessity  of  the  establish- 
ment under  government  auspices  of 
credits  for  the  reconstruction  of  the  dev- 
astated and  impoverished  countries  of 
Europe,  and  to  this  end  the  congress  is 
prepared  to  support  the  Ter  Muelen 
scheme  as  modified  and  put  into  opera- 
tion by  the  Provincial  Economic  and  Fi- 
nancial Committee  of  the  League  of 
Nations.”  It  was  further  provided  in  the 
declaration  that  the  congress  “ advises 
the  establishment  of  permanent  com- 
mittees of  business  men  and  hankers  in 
all  the  countries  affected,  to  furnish  all 
information  and  to  lend  all  assistance 
in  the  choice  of  credits  and  participa- 

Regarding  the  treatment  of  foreign 


banks,  the  congress  declared  itself  op- 
posed to  any  Governmental  restriction, 
stating: 

It  is  undcsiroble  in  the  interest  of 
intemational  commerce  and  good 
will  that  legal  restrictions  or  special 
taxation  should  be  imposed  by  any 
Muntry  on  the  business  of  foreign 
banks  within  its  frontiers,  beyond 
those  to  which  native  banks  are 
already  subject,  or  that  special 
privileges  should  be  granted  exclu- 
sively to  home  banks. 

This  congress  urges  all  countries 
whose  legislation  at  present  provides 
for  restrictive  measures  or  special 
treatment  to  take  the  initiative  in 
abolishing  these  laws,  if  possible  in 
«dl  cases,  but  at  least  in  favor  of 
those  foreign  countries  which  afford 
reciprocal  treatment. 

The  attitude  of  the  International 
Chamber  toward  hills  of  exchange  was 
expressed  in  a resolution  as  follows: 
Seeing  that  difficulties  frequently 
arise  from  the  conflicting  legislation 
of  different  countries  with  regard  to 
bills  of  exchange,  the  International 
Chamber  expresses  a hope  that  the 
question  should  be  especially  exam- 
ined  with  a view  to  a satisfactory 
solution. 

Pointing  out  that  the  existing  system 
of  double  taxation  places  a heavy  bur- 
den on  international  trade,  the  congress 
urged  that  Governments  should  be 
pressed  to  come  to  an  understanding 
with  a view  to  alleviating  this  burden. 
On  this  question  the  congress  enunciated 
four  principles,  as  follows: 

1.  With  regard  to  the  tax  on  in- 
come earned  within  the  coun^  from 
whatever  source  derived  (real  estate 
personal  property,  business  and  piV 


fes.sional),  without  prejudice  to  the 
question  of  super-tax  on  income, 
each  country  should  accord  similar 
treatment  to  all  taxpayers,  both 
atizcns  and  foreigners,  whether  resi- 
dent in  the  country  or  not. 

2.  With  regard  to  the  tax  on  in- 
comes earned  abroad,  from  whatever 
source  derived  (real  estate,  personal 
property,  busings  and  professions), 
without  prejudice  to  the  super-tax 
on  income,  each  nation  should  accord 
similar  treatment  to  all'  leavers 
subject  to  this  tax  (i.  e.,  citizens  or 
lorci^ers  resident  in  the  country 
and  citizens  resident  abroad) ; if  this 
class  of  income  cannot  be  entirely 
Rnbility  to  taxation  it 
should  ^ the  object  of  a consider- 
able rebate  in  consideration  of  the 
tax  on  such  income  already  levied  in 
the  countiT  of  origin.  This  prin- 
ciple is  already  in  force  in  certain 
countri^  (in  Belgium,  for  example, 
where  the  rebate  amounts  to  80  per 
emt,  and  in  the  United  States, 
where  the  rebate  is  total  in  case  of 
reciprocal  treatment). 

With  regard  to  income  collected  in 
the  Muntry,  but  earned  either  wholly 
or  in  part  abroad,  the  same  prin- 
ciple of  total  or  partial  rebate  should 
be  applied  to  the  partof  such  income 
which  has  been  earned  abroad. 

3.  With  regard  to  the  super-tax 
on  income  of  every  class  (real 
estete,  per.sonal  property,  business 
and  professions)  it  is  desirable  that 
Mch  country  should  refrain  from 
t^ng  foreigners  resident  within 
their  frontiers  except  by  a tax  ap- 
plicable solely  to  the  total  income 
earned  in  the  country  itself  apart 
from  income  earned  in  other  coun- 

4.  It  is  desirable  to  see  the  above- 
mentioned  principles  applied  to  com- 
panies and  partnerships,  in  the  same 
manner  as  individuals.” 
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No  Government  Interference 


By  Rodney  Bean 


Special  Correspondence  of  the  Annalist 
WASHINGTON,  Aog.  27. 
UGGESTIONS  that 
the  Govenunents  of 
the  world  take  coa- 
certed  action  to  aid 
in  the  stabilization 
of  exchange  rates 
have  been  put  for- 
ward so  frequently 
within  recent  weeks 
that  the  subject  has 
attracted  considerable  attention,  and  the 
hope  has  been  raised  in  some  quarters 
that  the  United  States  Government 
might  be  a leading  figure  in  forwarding 
what  might  be  termed  “ artificial  ” 
methods  of  removing  the  inequalities 
which  are  now  an  embarrassment  to 
many  countries.  Hand  in  hand  with  this 
problem  is  the  question  of  the  flotation 
of  foreign  bonds  in  the  American  money 
market. 

On  both  of  the  problems— or  it  might 
be  said  on  the  problem  which  both  mat- 
ters present — the  present  Administra- 
tion has  a very  definite  policy  and  has 
pretty  well  made  up  its  mind  concerning 
Uie  best  course  to  pursue  in  facing  agi- 
tation which  springs  up  from  time  to 
time  to  try  out  various  expedients.  This 
policy,  and  the  convictions  upon  which  it 
is  founded,  are  of  importance  to  Ameri- 
can finance  and  industry. 

It  was  but  a short  time  ago  that  ar- 
ticles were  published  in  many  news- 
papers indicating  that  a great  interna- 
tional nnancial  meeting  might  be  held  in 
Washington,  coincident  with  the  confer- 
ence for  the  reduction  of  armaments  on 
Nov.  11,  at  which  steps  might  be  taken 
to  hasten  the  stabilizatiort — by  some  yet- 
to-be-formulated  artificial  process — of 
international  exchange  rates.  These  re- 
ports carried  with  them  a conviction,  in- 
deed, that  the  present  Administration 
was  leaning  to  such  a policy  and  might 
take  the  initiative  in  bringing  about  a 
financial  round  table. 

So  that  no  false  hopes  may  be  raised, 
it  should  be  stated  that  such  is  not 
the  case.  The  United  States  Government 
will  not  take  the  initiative  nor  put  for- 
ward suggestion  for  the  employment  of 
any  artifidal  aid. 

Following  this  report  came  the  ad- 
dress at  Williamstown,  Mass.,  on  Mon- 
day last,  of  Tommaso  Tittoni,  President 
of  the  Italian  Senate,  in  which  be  dis- 
cussed the  effect  of  German  reparation 
payments  on  exchange  and  suggested  in- 
ternational co-operation — ^with  the 
United  States  as  a participant  in  the  de- 
liberations— for  the  stabilization  of  ex- 
change. Signor  Tittoni  recognized  the  re- 
sponsibility of  each  country,  for  he  said: 

“ It  [each  country]  should  do  every- 
thing in  its  power  to  right  its  trade 
balance  and  Government  budget  by  strict 
national  economy,  by  a just  system  of 
taxation,  by  reducing  aU  mOitary  ex- 
penses to  their  lowest  possible  minimum 


and  finally  arresting  the  issue  of  paper 
money." 

But  Signor  Tittoni,  like  many  another 
foreign  diplomat — and  some  American 
financial  experts — went  further  after  ex- 
pressing the  obvious,  and  suggested  an 
international  agreement  of  one  kind  or 
another  which  would  adopt  so-called  ar- 
'tificial  methods.  One  was  ^e  establish- 
ment of  a great  international  clearing 
bouse. 

"This  great  clearing  bouse,"  he  said, 
“would  be  able,  with  the  help  of  its 
special  checks,  to  settle  the  debts  and 
credits,  paying  immediately  (with  occa- 
sional postponements)  the  differences, 
should  it  prove  necessary,  or  arranging 
for  credits.  It  would  appear  better  to 
make  the  credit  arrangements  in  ad- 
vance, because  by  such  arrangements 
the  clearing  house  would  be  able  to  pro- 
ceed at  once  to  the  stabilization  of  ex- 
change." 

PRESIDENT  HARDING  and  Secre- 
tary of  the  Treasury  Mellon,  while 
prepared  to  give  attention  to  any  argu- 
ment that  looks  to  a betterment  of  world 
conditions  and  a more  rapid  ending  of 
the  present  distress,  are  pretty  well  con- 
vinced that  no  panacea  is  to  be  found 
which  will  cure  those  woes  overnight. 
The  war-tom  world  has  been  likened  to 
a patient  stricken  by  a disease  which  ate 
op  tissue,  attacked  the  bone,  and,  when 
it  passed,  left  him  so  sorely  hurt  that  a 
return  to  normal  seemed  impossible. 
Convalesence  in  such  a case  is  of  neces- 
sity slow.  Stimulants  may  be  given,  but 
no  artificial  cure-all  can  hope  to  plac6 
the  patient  on  his  feet  overnight  in  de- 
fiance of  the  laws  of  nature. 

Secretary  Mellon  expressed  the  opinion 
the  other  day  in  referring  to  various 
proposals  for  quick  stabilization  of  ex- 
change rates,  that  "you  might  as  well 
try  to  regulate  the  weather  by  con- 
trolling the  mercury  in  the  thermome- 
ter.” He  was  unable  to  see  any  hope  of 
the  discovery  of  a great  “ cure-all  ” 
through  the  medium  of  an  international 
conference.  Official  Washington  be- 
lieves the  return  to  normal  will  be  slow 
and  the  recovery  dependent,  largely,  if 
not  entirely,  upon  what  the  foreign  na- 
tions do  for  themselves.  It  might  be 
said,  in  this  connection,  that  Germany  is 
undergoing  very  keen  scrutiny  and  that 
it  is  the  deep-seated  conviction  that  Ger- 
many, perhaps  more  than  any  other  of 
the  foreign  nations  which  bore  the  brunt 
of  the  World  War,  will  strive  by  econ- 
omy and  industry  to  get  her  feet  on  the 
ground  and  resume  a strong  place  in 
world  firinw<-«»  and  commerce. 

There  is  no  intention  to  forecast  that 
the  present  Administration  is  opposed  to 
doing  anything  within  its  power  ^^ch 
may  appear  to  be  both  helpful  and 
legitimate  in  advancing  the  cause  of  re- 


covery. If  there  were  no  other  reason 
for  an  attitude  of  helpfulness  on  the  part 
of  the  United  States,  selfish  motives 
would  inspire  it,  as  the  recovery  of  ex- 
change rates  and  the  rehabilitation  of 
Europe  will  play  a large  part  in  the 
financial  and  industrial  well-being  of 
this  nation.  But  that  does  not  remove 
the  conviction  that  the  adoption  of  meth- 
ods which  are  put  forward  as  certain  to 
overcome  all  cUfficuIties  at  once  would 
not  only  be  futile,  but  a grave  error  that 
could  not  have  other  than  a severe  re- 
action in  the  future. 

The  program  which  is  to  be  adapted 
for  the  refunding  of  the  war-time  obli- 
gations of  foreign  nations  held  by  this 
Government,  the  results  of  the  approach- 
ing conference  for  the  reduction  of  arma- 
ments— if  favorable  results  materialize 
— the  assistance  which  the  Government, 
through  the  War  Finance  Corporation  or 
other  agencies,  may  feel  it  legitimate  to 
give  in  stimulating  trade  and  arranging 
long-term  credits  and  the  negotiation  of 
a treaty  with  Germany  should  all  con- 
tribute to  the  development  of  a situation 
which  will  aid  in  the  stabilization  of  ex- 
change. But  that  is  quite  a different 
thing  from  the  adoption  of  any  of  the 
present  proposals  for  assisting  recovery. 

T^ARLY  in  the  present  Administration 
the  exchange  situation  and  probabil- 
ity that  foreign  Governments  and  inter- 
ests might  seek  large  loans  in  the  Ameri- 
can money  market  were  taken  into  con- 
sideration. Secretary  Mellon,  himself  a 
banker,  was  reputed  to  have  an  extreme- 
ly keen  insight  into  the  conditions  which 
controlled  the  American  money  market 
and  the  safeguards  that  must  be  built  up 
against  invasion  by  foreign  borrowers,  if 
American  industries  were  not  to  suffer 
as  a consequence  when  they  needed 
funds.  As  a result  the  present  policy 
in  regard  to  the  flotation  of  loans  for 
foreign  interests  was  detetmined  upon, 
and  it  plays  a part  in  the  problem  of  ex- 
change, as  well  as  in  the  stimulation  of 
American  industry. 

ITiere  were  no  orders  sent  out  by  the 
Administiation  to  the  so-called  interna- 
tional banking  group,  no  threat  that  the 
Administration  would  step  in  and  criti- 
cise if  voluntary  co-operation  was  re- 
fused. But  one  day  the  leaders  in  the 
international  banking  group  were 
brought  to  Washington  and  the  hopes 
and  desires  of  the  Government,  where 
foreign  loans  were  concerned,  made 
known.  To  put  the  matter  briefly,  there 
was  what  is  known  as  a "gentleman’s 
agreement " between  the  Administration 
and  the  prindpal  international  bankers 
that  no  foreign  bonds  issue  would  be 
floated  in  the  American  money  market 
nntil  the  Treasury  Department  had  been 
consulted  and  asked  if  it  approved  of  the 
sale.  The  Government  ^ply  was  to 


give  its  opinion  for  what  it  was  worth. 
There  was  to  be  no  move  made  to  com- 
pel the  American  bankeni  who  were  to 
float  the  bonds  to  abandon  thoir  plans 
in  the  event  the  Government  did  not  feel 
that  it  was  for  the  best  interests  of  the 
nation. 

It  has  been  explained  by  a prominent 
official  that  chi^  objection  was  raised 
where  a foreign  Government  desired  to 
float  a loan  to  take  money  out  of  thia 
country  perhaps  for  the  purpose  of  help- 
ing to  balance  its  budget.  Where  money 
was  to  be  spent  in  this  country  for  some 
purpose  Which  seemed  helpful,  and 
which  might  stimulate  American  indus- 
try, the  attitude  of  the  Government  was 
not  antagonistic.  The  same  applied  when 
the  money  was  needed  to  meet  existing 
obligations  of  foreign  nations  held  in 
America. 

Y^BILE  difficult  to  obtain  information 

V*  about  what  may  have  resulted  be- 
cause of  this  policy,  it  is  understood  that 
the  stand  taken  by  the  Administration 
proved  an  effective  deterrent  against  at- 
tempts at  wholesale  flotation  of  bond  is- 
sues which  not  only  would  not  per- 
manently have  aided  the  financial  idtu- 
ation  in  some  foreign  countries — possibly 
as  regards  exchange — but  would  hove 
had  a harmful  effect  on  American  indus- 
tries. Many  bond  issues  had  been  float- 
ed prior  to  the  adoption  of  this  policy, 
but  the  number  bu  been  very  small 
since  ita  adoption.  The  practice  now  is 
for  the  banking  interests  either  to  tele- 
phone to  the  Treasury  or  send  a repre- 
sentative for  consultation,  when  flota- 
tions are  contemplated.  Thore  is  tho 
case  of  the  Uruguay  Issue.  Othora  are 
said  to  be  under  consideration  for  Cuba 
and  Argentina.  Few  bonkers,  it  la  said, 
would  go  ahead  without  consulting  tho 
Government.  Where  large  flotations  are 
concerned,  the  banking  interests  upon 
which  foreign  rmtions  call  as  a rule  are 
directly  involved  in  the  "gentlemen’s 
agreement" 

In  any  event  the  policy  adopted  has 
worked  out  suecessfully  up  to  this  time, 
and  there  has  been  no  case,  regarded  as 
of  importance,  in  which  tho  opinion  of 
tho  Government  has  not  been  requested 
and  accepted. 

A large  number  of  foreign  Issuen 
floated  before  and  even  after  the  new 
policy  was  accepted,  have  been  on  on 
8 to  10  per  cent  yield  basis.  It  Is  not 
admitted  that  the  United  States  Is  on  an 
8 per  cent  basis  where  the  flotation  of 
the  best  domestic  bonds  Is  concerned, 
but  such  a situation  might  havo  becir 
faced  had  the  practice  of  floAtiog  a Urge 
number  of  foreign  bonds  been  continued 
with  hJ^  interest  rates  as  an  induce- 
ment It  is  the  belief  that  tho  mondy 
situation,  ao  far  as  Sound  domestic  in- 
dustries are  concorded,  is  gradually 
easing  and  that  gilt-edged  offerings  will 
nceivo  favorable  attention  from  invea- 
tora  at  what  may  be  considered  a much 
more  reaaonable  rate. 
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The  Legislative  Week  in  Washington 


Spteial  Correspondence  of  The  Annafiel 
WASHINGTON,  Aug.  27. 
iT^HE  Department  of 

T1'^  State  has  announced 
the  signing  of  a 
treaty  of  peace  with 
Germany  which  will 
permit  the  renewal 
of  full  relationship 
' with  that  nation.  The 
i treaty  provides  for 
the  safe^arding  of 
American  rights  provided  for  in 
the  Treaty  of  Versailes,  but  avoids 
any  dealings  with  the  League  of 
Nations  or  European  political  ques- 
tions. The  treaty  os  negotiated  is  said 
to  be  satisfactory  to  the  majority  in 
the  Senate,  which  will  be  asked  to  con- 
firm it  immediately  after  Congress  re- 
assembles on  Sept.  21.  Before  the  recess 
was  taken  Secretary  Hughes  explained 
the  provisions  of  the  treaty  to  the  Re- 
publican members  of  the  Foreign  Rela- 
tions Committee  of  the  Senate.  No  pro- 
test was  voiced  against  its  provisions. 

Congress  voted  a recess  until  Sept.  21 
after  an  extended  debate  on  the  Willis- 
Campbell  Prohibition  bill.  The  Townsend 
bill,  which  would  provide  financial  re- 
lief for  the  railroads  through  the  War 
Finance  Corporation:  the  Graham  reso- 
lution for  a duty  of  90  per  cent,  on  sur- 
plus war  supplies  imported  from  France, 
and  the  Administration's  bill  providing 
for  the  funding  of  the  war-time  obliga- 


tions of  foreign  nations  held  by  the 
United  States  failed  of  adoption  but 
may  be  brought  up  when  Congrress  re- 
convenes after  the  recess. 

Just  before  taking  a recess  the  Senate 
passed  the  House  bill  continuing  the  dye 
embargo  for  three  months.  The  embargo 
would  have  expired  Saturday.  No  effort 
was  made  to  put  through  an  amendment 
to  the  embargo  bill  extending  the 
emergency  tariff  law  from  Nov.  27, 1921, 
to  Jan.  1,  1922.  It  was  explained  that 
if  no  permanent  tariff  bill  was  in  sight 
when  Congress  reconvenes,  continuance 
of  the  Emergency  act  will  be  sought. 

The  Deficiency  bill,  carrying  an  ap- 
propriation of  $48,600,000  for  the  United 
States  Shipping  Board,  was  adopted  by 
the  Senate  and  will  become  a law.  The 
bill  also  carried  an  appropriation  of 
$200,000  for  the  expenses  of  the  Amer- 
ican delegation  to  tho  Disarmament  Con- 
ference. 

The  Senate  agreed  to  the  conference 
report  on  the  bill  to  give  the  War  Fi- 
nance Corporation  authority  to  aid  in 
the  financing  of  agricultural  products 
for  export  and  to  obtain  additional  funds 
for  that  purpose.  The  bill  was  signed 
by  President  Harding. 

The  Capper-Tincher  bill  for  regulating 
trading  on  the  grain  exchange  and  the 
bill  which  extends  the  period  for  doing 
assessment  work  in  mining  claims  were 
signed  by  President  Harding. 

Under  a resolution  by  Senator  Walsh 


of  Massachusetts,  the  Committee  on  Edu- 
cation and  Labor  of  the  Senate  would 
be  instructed  " to  make  a thorough  and 
complete  investigation,  research  and 
study  into  the  causes,  effects,  character 
and  extent  of  the  present  generally 
prevalent  condition  of  unemployment 
throughout  the  country.”  Senator  Ladd 
of  North  Dakota  bad  a similar  resolu- 

Chairman  Lodge  of  the  Senate  Foreign 
Relations  Committee  reported  a resolu- 
tion accepting  tho  invitation  of  the  Re- 
public of  Brazil  to  take  part  in  an  inter- 
national exposition  to  be  held  at  Rio  dc 
Janeiro  in  1922. 

Senator  Stanley  presented  in  the 
Senate  a letter  written  to  him  by  William 
G.  McAdoo,  in  which  the  former  Director 
General  of  Railroads  expressed  his  dis- 
approval of  the  Administration’s  bill  for 
the  extension  of  financial  relief  to  the 
railroads. 

Charging  a conspiracy  on  the  part  of 
the  “ big  oil  interests  ” to  acquire  control 
of  lining  independent  crude  petroleum 
properties.  Senator  Hareld  of  Oklahoma 
introduced  a resolution  for  an  investiga- 
tion by  the  Federal  Trade  Commission. 
No  vote  was  taken  and  the  resolution 
was  referred  to  the  Committee  on  Com- 
merce. 

The  nomination  of  Frederick  I.  Cox  of 
New  Jersey  as  a member  of  the  Inter- 
state Commerce  Commission  was  con- 
firmed by  the  Senate. 


The  Week  in  Canada 


Special  Correspondence  of  The  Annalist. 

TORONTO,  Aug.  27. 

IT  is  now  practically  assured  that 
Canada  is  to  have  a good  wheat 
harvest.  While  the  yield  will  not  be  so 
largo  os  conditions  obtaining  in  the 
Spring  indicated  it  might  be,  and  a great 
deal  smaller  than  the  record  yield  of 
393,600,000  bushels  in  1916,  yet  the  esti- 
mate of  286,000,000  bushels,  at  which  the 
Dominion  Bureau  of  Statistics  places  it, 
means  26,000,000  in  excess  of  that  of 
1920  and  ranks  it  as  the  second  largest 
in  the  history  of  tho  country.  Climatic 
conditions  in  tho  western  prairies  during 
the  lost  week  have  been  favorable  for 
tho  ripening  process  and  it  is  expected 
that  cutting  will  be  completed  during  the 
next  week  or  two.  In  the  southern  part 
of  these  Provinces  thrashing  is  well 
under  way.  So  far  no  frosts  have  ap- 
peared, but  a bulletin  Issued  by  the 
Government  of  Saskatchewan  announces 
that  the  wheat  crop  in  certain  areas  of 
that  Province  is  being  attacked  by  the 
saw-fly,  an  insoct  which  eats  its  way 
into  the  stem  about  two  inches  from  the 
ground,  causing  the  plant  to  break 
when  swayed  by  the  wind.  In  order  to 
prevent  greater  havoc  next  year  the  Pro- 
vincial Department  of  Agriculture  urges 
farmers  to  bum  over  tho  stubble  after 
the  present  crop  is  harvested. 

A statement  just  issued  by  the  Federal 
Finance  Department  shows  that,  com- 
pared with  a year  ago,  the  Government 
is  barely  bolding  its  own  in  respect  to 
gold  held  by  the  Minister  of  Finance 
against  Dominion  Government  notes  in 
circulation.  As  at  Aug.  16,  the  date  up 
to  which  the  statement  covers,  the  Gov- 
ernment notes  in  circulation  were  $263,- 
#9,426,  and  the  gold  held  for  their  re- 
demption was  $86,034,869,  it  follows  that 
the  proportion  borne  by  the  latter  to 
the  former  was  32.27  per  cent.,  whereas 
at  the  corresponding  date  of  1920  the 
proportion  was  32.53  per  cent,  the  notes 
in  if  ulation  being  $293,541,399  and  the 
golu  held  $96,510,383. 

Gold  and  specie  held  by  the  chartored 
banks  of  Cana<fa  show,  on  the  other 
hand,  a substantial  t^provemcAt  On 
June  S9,  the  latest  date  for  which  fig- 


ures are  available,  the  total  holdings  of 
the  banks  in  gold,  gold  coin  and  other 
specie  were  $90,265,836.  Of  this  amount 
$79,742,862  was  in  gold  coin  and  other 
specie  in  the  vaults  of  the  banks  and 
$10,602,533  in  gold  deposited  in  the  cen- 
tral gold  reserves  at  Ottawa.  As  the 
chartered  banks  had  in  circulation  at 
the  time  notes  to  the  aggregate  amount 
of  $195,676,217,  it  will  be  seen  that  the 
$90,265,835  in  gold  and  specie  held  a 
proportion  of  46.12  per  cent,  to  the  lat- 
ter. At  the  end  of  June,  1920,  the 
amount  in  the  gold  reserve  at  Ottawa 
was  $10,500,000  and  the  gold  and  other 
com  in  the  vaults  of  the  banks  $80,964,- 
285,  making  a total  of  $91,464,286,  hut 
this  only  bore  a proportion  of  40.12  per 
cent  to  the  note  circulation,  the  latter 
being  $227,776,263.  or  $32,100,016  great- 
er than  at  the  end  of  June  last 

Taking  the  gold  held  by  the  Minister 
of  Finance  and  that  held  by  the  banks, 
the  aggregate  amount  in  the  Dominion 
is  $175,290,194.  As  the  total  note  circu- 
lation of  the  country  (Government  and 
bank  notes)  is  $459,134,673,  the  propor- 
tion of  the  gold  to  the  latter  is  38.17 
per  cent  A year  ago,  when  the  aggre- 
gate gold  holdings  were  $186,974,668 
and  the  total  note  circulation  $621,316,- 
652,  the  proportion  of  the  former  to  the 
latter  was  36.86  per  cent  Taking  it  all 
round,  therefore,  the  gold  situation  in 
Canada,  relatively  speaking,  is  rather 
stron^r  that  it  was  a year  ago. 

A somewhat  disquieting  feeling  has 
been  created  among  the  investing  public 
in  particular  and  business  men  in  gen- 
eral by  the  announcemen.  uict  the  Lake 
Superior  Corporation  is  unable  to  meet 
its  interest  payment  on  income  bonds,  its 
net  earnings  for  the  fiscal  year  being 
but  $1,541,293  against  $3,722,153  the 
previous  year.  It  is  all  the  more  dis- 
quieting because  it  was  unexpected,  pro- 
duction, and  particularly  with  the  con- 
cern's principal  subsidiary,  the  Algoma 
Steel  Corporation,  having  been  on  a 
larger  scale  than  during  the  previous 

In  explaining  the  situation,  President 
Wilfred  H.  Cunningham  points  out  that 
while  the  tonnage  produced  at  the  stool 
plant  was  gratifying,  net  Oftmings  had 


showed  a marked  decline  owing  to  a mul- 
tiplicity of  causes,  among  th<m  being 
higher  anticipated  cost  of  raw  materials 
imported  from  the  United  States  as  re- 
sult of  exchange  rates;  higher  cost  of 
coal,  because  of  strikes  and  car  shortage, 
compelling  the  corporation  to  purchase 
in  the  open  market  instead  of  obtaining 
supplies  from  its  own  mines;  cancella- 
tion of  orders  for  steel  by  customers, 
thus  causing  a partial  closing  down  of 
plant  during  the  second  half  of  the 
year  and  imposing  heavy  charges  against 
operation  for  that  period.  This  is  the 
fourth  time  since  1916  that  the  corpora- 
tion has  passed  its  payment  on  income 
bonds,  while  the  net  earnings  are  the 
lowest  since  1916. 

Still  another  company  to  announce 
that  it  will  be  unable  to  meet  the  3 per 
cent,  interest  payable  Sept  1 on  its  in- 
come bonds  is  the  Black  Lake  Asbestos 
and  Chrome  Company.  This  also  comes 
os  a disappointment,  the  President,  when 
he  obtained  control  last  year,  having 
stated  that  under  his  management  the 
company  would  make  more  money  than 
it  had  in  the  past  Now  he  announces 


The  Revenue  bill  adopted  by  the  House 
was  referred  to  the  Senate  Finance  Com- 
mittee. Hearings  will  be  conducted  dur- 
ing the  Senate  recess  on  revenue  and 
tariff  legislation. 

The  Senate  adopted  a resolution  pro- 
viding for  the  investigation  of  organiza- 
tions said  to  be  engaged  in  combating 
legislation  for  the  relief  of  agriculture. 

The  Senate  passed  the  Good  Roads  bill, 
amending  it  to  make  the  appropriations 
$75,000,000  instead  of  $100,000,000.  Of 
the  sum  appropriated  $25,000,000  will  be 
made  available  immediately  and  $50,- 
000,000  in  six  months. 

The  United  States  Shipping  Board  an- 
nounces that  nego^ations  are  in  progress 
for  the  sale  at  $2,100  each  of  205  of  the 
235  wooden  ships  built  during  the  war 
to  the  Ship  Construction  and  Trading 
Corporation  of  New  York.  'The  deal  is 
in  its  preliminary  stages.  The  Shipping 
Board  contends  that  the  vessels  are  cost- 
ing $1,000,000  annually  to  guard  and 
maintain,  and  are  of  no  use  to  the  Gov- 
ernment. 

The  President  would  be  requested  to 
invite  Great  Britain  and  France  to  join 
the  United  States  in  a conference  at 
which  moans  for  stabilizing  international 
exchange  wduld  be  discussed  under  a bill 
introduced  in  the  House  by  Chairman* 
McFadden  of  the  Banking  and  Currency 
Committee.  No  action  was  taken. 


that  business  conditions  do  not  warrant 
payment. 

Notwithstanding  the  general  quietness 
obtaining  in  the  demand  for  railway 
equipment,  the  Canadian  Locomotive 
Company  has  just  issued  a statement 
which  shows  profits  for  the  year  of 
$767,891,  against  $278,563  the  previous 
year,  and  working  capital  of  $1,967,602 
compared  with  $1,563,065.  After  paying 
the  usual  dividends  on  common  and  pre- 
ferred and  making  allowance  for  sinking 
fund  there  was  left  a balance  of  $1,536,- 
276  to  credit  of  profit  and  loss. 


At  the  regular  meeting  of  the  Board 
of  Trustees  of  the  Equithble  Trust 
Company  of  New  York,  Lucian  A.  Eddy 
Jr.  was  appointed  a Vice  President  of 
the  company.  The  officers  of  this  up- 
town organization  are:  Lucian  A.  Eddy 
Jr.,  Vice  President;  A.  Seton  Post,  Man- 
ager; Roland  P.  Jackson,  Assistant  Sec- 
retary; Charles  A.  Fisher,  Assistant 
Manager;  E.  G.  Pratchett,  Assistant 
Manager  Foreign  Department. 


Sole  Funded  Debt 


Safeguarded  by  strong  sinking  fund  provisions. 
Long  established  corporation  manufacturing  well 
known  products. 

We  offer  these  10-year  bonds  at  a price  to 

Yield  8% 

Cireular  on  rMiueil  far  TA-413 

The  National  City  Company 

Main  Office — National  City  Bank  Bldg.,  New  York 
Uptown  Office— 42od  Si.  Sc  MediMa  Ave. 

Bonds  Sbart  Terra  Notes  Aoceptsurfe 


Nev>  York,  Monday,  August  2$,  1921 
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Evidence  Justifies  Hope  for  European  Recovery 


By  John  Oakwood 


TABLE  L 

The  Course  of  Wholesale  Prices 

Since  January  1,  as  Shovni  by  Index  Numbers 
United  Eng-  D^n- 

1921.  land-  France  Italy.  Germany.  Sweden.  Norway,  mark, 

January  ....  178  232  407  642  1,603  267  344  341 

Februaiy  ...  167  216  377  613  1,473  2B0  319  290 

Mar^  162  208  360  604  1,419  237  812  280 

fpnl 164  199  347  684  1,410  229  297  270 

Way  161  191  329  647  1,428  218  294  267 

Jane  148  183  324  609  1,376  218  ...  264 

Decrease  ...  80  49  73  133  227  ~49 

Per  cent  of 

Decrease  16.8  21.1  17.9  20.7  14.1  18.3  26.1  26.6 


Note  Circulation  in  Europe 

(000  omitted). 


England  (pounds)... _ 

France  (francsl 

Germany  (marks) 

It^y  (lire) 

Spam  (pesetas) 

Holland  (florins) 

Greece  (drachmae)..., 

Belgium  (francs) 

Switzerland  (francs) . . 

Sweden  (kroner) 

Norway  (kroner) 

Denmark  (kroner)... % 
Finland  (finmarks) . . . 

Rumania  (Ici^  

Czechoslovakia  (cz. 
Portugal  (escudos)  ... 


About 

1920." 

113,800 

.37,624,000 

60.176.000 

13.047.000 

3.903.000 
. 1,040,000 

1.396.000 

6.153.000 

963.000 

688.000 
431,200 
620,000 

1.243.000 

4.666.000 

8.282.000 


Dec.  31, 
1920. 

132.900 
37  902,000 

68.305.000 
16  437,000 

4 326,000 
1.116,000 
1 492,000 
6 227,000 
1 024,000 

769.900 
478,400 
666,700 

1 341,000 
9,468,000 

11.289.000 
606,600 


July  1, 
1921. 
128,400 

37.422.000 

75.321.000 

13.640.000 

4.186.000 

1.032.000 

1.736.000 

6.110.000 

941.000 

681.000 

418.000 

496.000 
1,399,000 

11.084.000 

11.168.000 

650.000 


Increases 
Between 
June  and 
Dec.,  1920. 
19,000 
378,000 


17,6: 


1,000 


2.890.000 
423,000 

76.000 

96.000 

1.074.000 

61.000 
71,900 
47,200 
36,700 
98,000 

4.802.000 

3.007.000 
178,600 


Changes 
Between 
Dec,  1920, 

July,  1921. 

— 4,600 

— 480,000 
-1-6,616,000 
—1,797,000 

— 141,000 

— 84,000 
-I-  243,000 

— 117,000 

— 83,000 

— 78,900 

— 60,400 

— 60,700 
-I-  68,000 
+1,616,000 

— 121,000 

+ 44,600 


TABLE  III. 

Course  of  Representative  European  Exchanges 

i . f Month  Ending ^ 

Jan.  15.  Feb.  16.  Mar.  15.  Apr.  15.  May  16.  June  16. 

London 3.6306  3.8300  3.8000  3.9176  3.9656  3.8460 

Paris 0600  .0682  .0724  .0703  .0790  .0828 

Italy 0346  .0361  .0367  .0433  .0516  .0616 

Germany  0140  .0163  .0166  .0161  .0160  .0144 

Spain  1341  .1374  .1402  .1387  .1311  .1342 

Holland  3186  .3377  .3427  .3464  .3648  .3447 

Denmark 1647  .1906  .1762  .1767  .1807  .1757 


ENERALIZED  re- 
ports of  an  improv- 
ing financial  and 
commercial  situa- 
tion in  Enrope, 
characterized  by  a 
marked  degree  of 
progress  in  price 
deflation  and  in 
other  important  re- 
adjustments indicating  a turn  toward 
stability,  are  especially  borne  out  by  an 
analysis  of  significant  data  in  regard  to 
price  levels,  note  circulation  and  other 
indicators  of  internal  business  conditions 
abroad. 

Since  the  first  of  the  year  prices  in 
the  leading  countries  of  Europe  have 
receded,  for  the  most  part,  at  a faster 
pace  than  they  have  in  the  United 
States,  where,  in  the  last  half  of  1920, 
prices  were  dropping  much  faster  *h«n 
in  any  of  the  other  countries  listed  be- 
low, in  some  of  which  they  were  then 
still  actually  going  up. 

Table  No.  1 presents  a compariasn  of 
recent  price  movements  in  seven  of  the 
chief  European  countries  with  the  nove- 
ment  in  this  country.  The  figure  for 
the  United  States  are  those  of  th<  Bu- 
reau of  Labor  Statistics,  while  fer  the 
countries  in  Europe  they  arc  fron  au- 
thoritative sokurces  as  followed  bj  the 
Federal  Reserve  Bulletin. 

In  this  tabic  the  base  price  of  one  hun- 
dred in  most  cases  is  the  price  lewl  of 
1913.  It  will  be  noted  that  the  only 
country  that  has  made  slower  progress 
than  the  United  States  as  indicated  in 
this  compilation  is  Germany,  which  is 
also  the  only  one  here  listed  that  has  not 
made  important  progress  in  i-educing  its 
note  circulation. 

The  important  bearing,  upon  the  abil- 
ity of  Europe  to  do  business  with  Amer- 
ica, of  the  fall  of  the  cost  of  living 
abroad  toward  parity  with  that  in  the 
United  States  as  revealed  ita  these  fig- 
ures is  apparent  when  it  is  considered 
that  in  the  long  run  one  of  the  great  in- 
fluences in  foreign  exchange  is  purchas- 
ing power  parities.  As  stated  briefly, 
this  principle  declares  that  the  ratio  of 
exchange  between  any  two  countries  is 
normally  determined  by  the  ratio  of  their 
general  price  levels. 

It  is  held  that  the  willingness  of  the 
people  of  one  country  to  pay  a given 
price  for  a foreign  money  depends  in  the 
last  analysis  upon  the  purchasing  power 
for  commodities  and  services  of  that 
money  in  the  foreign  country;  when  these 
people  use  their  own  money  they  are,  in 
fact,  making  use  of  purchasing  power 
against  commodities  and  services  in  their 
own  country,  so  that  their  valuation  of  a 
foreign  money  in  their  own  money  neces- 
sarily depends  upon  the  relative  purchas- 
ing power  of  the  currencies  of  both  coun- 
tries. 

This  theory  holds  thjt  as  soon  as  in- 
flation takes  placc'in  the  money  or  prices 
of  one  country  in  such  wise  that  the  pui'- 
chasing  power  of  money  is  thereby  re- 
duced, the  Value  of  that  money  in  an- 
other cokintry  is  equivalently  affected; 
and  that  as  inflation  is  remedied  and  the 
purchasing  power  of  the  currency  in- 
creases, other  things  being  equal,  there 
will  be  a proportionate  improvement  in 
the  cokintry’s  exchange  in  respect  to  the 
other  country. 

Therefore,  so  far  as  it  goes,  the  more 
rapid  deflation  of  prices  in  Europe  than 
in  the  United  States  during  the  current 
year,  bringing  the  cost  of  living  toward 
<kqk;ality  with  that  in  America,  may  be 
looked  upon  as  a factor  which,  in  the 
long  run,  will  tend  to  make  for  a return 
to  equilibrium  in  trade  between  this 
country  and  Europe. 

Equally  significant  with  the  ptogr^ 
of  price  deflation  as  revealed  in  the 
above  table  is  the  situation  in  regard  to 
note  circulation  in  Europe.  From  the 
data  compiled  below  it  is  evident  that 
the  peak  of  currency  inflation  by  means 
of  note  issues  has  passed  in  Europe. 
These  facts  afe  clearly  shown  in  Table  II. 


From  the  data  contained  in  Table  II. 
it  is  to  be  particularly  noted  that  in  the 
seven  months  between  the  first  of  June, 
1920,  and  the  end  of  that  year,  every  one 
of  the  sixteen  countries  listed  very  ma- 
terially increased  its  volume  of  notes  in 
circulation;  the  greatest  increase  among 
them  all  was  made  by  Germany. 

A marked  change  in  this  trend  is  ob- 
vious in  the  first  seven  months  of  the 
present  year.  Between  Jan.  1 and  July 
all  of  the  countries  cited,  with  the  ex- 
ception of  Germany,  Greece,  Finland, 
Rumania  and  Portugal,  showed  an  ap- 
preciable diminution  in  note  circulation. 

Nevertheless,  it  is  to  be  noted  that, 
with  the  sole  exception  of  Greece,  even 
those  countries  which  continued  to  inflate 
their  currency  during  the  first  seven 
months  of  1921  registered  mnch  smaller 
increases  than  in  the  seven  months’ 
period  from  June  to  December  in  1920. 
Thus  in  that  latter  period  Germany  in- 


creased her  note  circulation  by  17,629,- 
000,000  marks;  in  the  1921  period  she  in- 
creased it  by  but  6,616,000,000  marks.  In 
the  1920  period  Finland  increased  her 
note  circulation  by  98,000,000  finmarks, 
while  in  the  1921  period  the  increase  was 
58,000,000  finmarks.  Similarly  Rumania 
increased  hers  by  4,802,000,000  loi  in  the 
seven  months’  period  of  1920,  and  only 
by  1,616,000,000  lei  in  the  equal  period 
of  this  year;  and  Portugal  by  178,000,000 
escudos  in  the  former  period  and  by  only 
44,600,000  escudos  in  the  latter  period. 

Reflecting  also  easier  financial  con- 
ditions in  Europe,  there  have  been  dur- 
ing the  six  months  of  this  year  a num- 
ber of  reductions  in  bank  rates.  Tho 
Bank  of  Ehigland  continued  the  rate  of 
7 per  cent  through  April,  reducing  it  in 
May  to  6H  per  cent,  at  which  point  it 
remained  until  July,  when  it  was  again 
reduced  to  6^  per  cent  In  Switzerland 
the  bank  rate  was  reduced  in  April  from 


7 per  cent  to  4H  per  cent  In  Denmark 
and  Sweden  the  bank  rates  wore  reduced 
in  May  from  7 per  cent  to  6H  per  cent, 
and  again  in  July  to  6 per  cent  In  Nor- 
way the  rate  was  7 per  cent  until  July, 
when  it  was  reduced  to  6Vi  per  cent  In 
France  the  hank  rate  was  reduced  from 
6 per  cent  to  6S4  per  cent  in  July,  while 
the  rate  in  Belgium  stood  at  5^  par 
cent  until  May,  when  it  likewise  was  re- 
duced to  6 per  cent 

The  export  and  import  figuttw  of  the 
countries  of  Europe  present  a somewhat 
mixed  index.  In  January.  1921,  Eng- 
land's total  imports  amounted  to  fll7,- 
000,000  and  her  total  exports  to  £93,000,- 
000,  leaving  an  unfavorable  bklance  of 
trade  of  £24,000,000;  in  June  her  imports 
had  fallen  through  an  almost  steady  de- 
crease to  £88.000,000.  but  her  export* 
also  fell  at  a more  rapid  rate,  being  that 
month  but  £38.000,000,  leaving  an  un- 
favorable mercliandiso  balance  of  £6fl,> 
000,000.  France,  on  the  other  hand,  in 
tho  five  months  from  January  through 
May  was  able  to  overturn  her  unfavor- 
able balance  of  trade.  In  January  her 
total  imports  were  1,982,000,000  francs 
and  her  total  exports  were  1,883,000.000 
francs,  giving  an  unfavorable  balance  of 
trade  of  99,000,000  francs;  in  May  her 
total  imports  were  1,666.000,000  francs 
and  her  c-xports  wore  1,649,000,000 
francs,  giving  u favorable  balance  of 
trado  of  83,000,000  francs.  In  the  same 
period  tho  unfavorablo  balance  of  trado 
of  Italy  and  Sweden  tended  to  increase. 

A reflection  of  bettering  conditioAa 
in  Europe  is  found  in  American  foreign 
exchange  rates  on  European  points. 
With  tho  exception  of  rather  violent 
fluctuations  incident  to  the  Gorman  repa- 
ration payments,  tho  lending  European 
exchanges  over  the  aix  moaths’  period 
from  January  to  Juno  this  year  have 
been  relatively  firm,  showing  on  upward 
tendency.  Into  this  condition,  of  course, 
other  factors  enter,  such  as  the  tremen- 
dous flood  of  gold  to  this  coimtry  in  re- 
duction of  current  indebtedness  ami  tho 
fall  in  American  export  values  to  Eu- 
rope, but  nevertheless  it  is  fair  to  as- 
sume that  improving  internal  conditions 
in  Europe  hnvc  contributed,  in  n meas- 
ure, to  bettering  her  exchanges  in  this 
country.  European  exchange  conditions 
during  the  first  half  of  this  year  are 
pictured  in  Table  HI.,  showing  tho  nvor- 
age  monthly  quotations. 

In  Tabic  III.  again  Germany  is  shown 
to  bo  tho  weaker  meinbor,  quotations  for 
marks  having  been  tho  most  irregular 
during  the  period,  and  also  having  re- 
acted nearer  the  first  of  the  year  point 
than  any  of  the  other*. 

In  contrast  to  the  course  of  betterment 
in  Europe  as  plciured  in  tho  data  used 
in  tho  foregoing  has  boon  the  rather  re- 
actionary movement  toward  less  satis- 
factory conditions  in  some  respects  in 
the  last  six  months  in  Uie  case  of  Japan. 
Many  reports  from  Japan  have  told  of  a 
very  serious  state  of  social  unrest  preva- 
lent there.  In  addition,  Japan’s  dlf^cul- 
tiea  are  greatly  increased  politically  by 
tho  coming  disarmament  and  Pacific 
questions  conference  at  Washington, 
numerous  issues  raised  concerning  tho 
questions  to  be  discussed  at  this  confer- 
ence having  caused  sharp  dlscuBslon  in 
Japan.  Financial  conditions  seem  in  ac- 
cord with  the  general  conditions  of  un- 
settlement  there. 

Among  the  great  gold  holding  natioru 
of  the  world  Japan  alone  has  suffered 
material  reduction  in  her  centralize*!  goM 
stock  since  the  fint  of  the  year,  duriifg 
which  period  the  nations  of  Europe  have 
generally  managed  to  keep  their  reserves 
from  decreasing.  In  January  the  Bank 
of  Japan  held  6606316.000  in  gold.  Ky 
June  this  item  had  shrunken  to  only 
6406379,000,  or  a Iom  of  6111.036,000,  or 
more  than  18  per  cent,  of  the  bank’s 
first  of  the  year  holdings. 

In  regard  to  wholesale  prices  in  Japan 
there  has  not  been  the  same  deflation 
such  as  has  taken  place  either  la  the 


The  Financial  Position  of  Japan 


Gold  Held 
by  Bank  of 
Japan. 

January  6606316,000 

February  660,687,000 

March  636313,000 

April  643,492,000 

May  627,421,000 

June  495379,000 

111,036,000 
— 18.3  p.  e. 


Wholesale 
Price  Index 
Number  for 


Japan’s 
Unfavorable 
Balance  of 
Trade. 
616,000,000 
21,000,000 
21,600,000 
12,000,000 
22,000,000 
20300,000 

+ 6300,000 
-i-  36.6  p.  e. 
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United  Stntes  or  as  U now  proceeding  in 
Europe.  During  the  last  six  months  of 
1920,  when  prices  in  the  United  States 
dropped  28  per  cent,  according  to  the 
index  numbers  of  the  Bureau  of  Labor 
Statistics,  they  dropped  in  Japan  less 
than  16  per  cent;  and  while  they  have 
continued  to  drop  in  the  first  six  months 


of  the  present  year  in  the  Unifeu  states 
and  the  leading  countries  of  Europe  from 
14  to  26  per  cent,  they  have  gone  down 
in  Japan  only  about  4.4  per  cent;  and  in 
part  i>r  the  last  available  index  ^gures 
for  Japan,  those  for  Usy  and  June, 
prices  had  tamed  upward. 

Also,  through  the  first  six  months'  pe- 


riod of  this  year  Japan’s  of  trade 

continued  rather  heavily  against  that 
country,  with  a marked  increase  between 
January 'and  June.  In  January  the  un- 
favorable balance  of  trade  against  Japan 
was  616,000,000,  and  in  June  it  was  about 
620,000,000.  These  various  unfavorable 
factors,  in  the  course  of  their  develop- 


ment in  Japan’s  financial  condition,  are 
summarized  in  Tabic  IV.. 

At  the  same  time  the  of  Japan 

has  been  able  to  reduce  materially  the 
volume  of  note  circulation,  this  item  hav- 
ing fallen  from  6700,793/KK)  in  January 
to  6516,220,000  in  June,  a drop  of  6164,* 
673,000,  or  26.3  per  cent. 


Currencies 


of  Colombia, 


Uruguay  and  Chile 


This  is  the  third  of  a series  of  artieUe 
on  South  Ameriean  eurreneiet.  The 
fourth  wiU  appear  in  an  early  issue. 

yil?fTltltli!y  was  pointed  out  last  week 

I I'**  in  the  second  article  of  this 
series  that  four  of  the  ten 
South  American  republics 
have  adopted  as  their 
standard  of  currency  a 
unit  which  approaches 
nearly  the  United  States 
dollar.  Both  Argentina 
and  Paraguay  chose  the 
French  five-franc  piece  as  the  equiva- 
lent of  their  big  dollar,  but  neither  baa 
attained  it,  even  as  the  standard  of  their 
little  dollar;  in  fact,  Paraguay  no  longer 
claims  to  have  any  par  standard  of  her 
own,  but  bases  the  fluctuations  of  her 
currency  on  Argentine  money. 

Colombia  and  Uruguay  stand  on  a 
very  different  footing,  os  both  these 
countries  were  on  a strictly  gold  ba-ds 
before  the  war,  and  they  will  surely  re- 
turn to  a regime  of  good  money  as  soon 
as  gold  is  permitted  to  resume  its  ordi- 
nary functions  as  a guarantee  for  the 
circulating  medium. 

Colombia  has  minted  national  gold 
coins  to  the  value  of  20,478,365  pesos 
since  1917.  These  are  equal  in  weight 
and  value  to  the  English  sovereign.  The 
unit  of  currency  is  1 pe.«o,  equivalent  to 
one-fifth  part  of  the  Engli.sh  pound  ster- 
ling, or  4 shillings — 60-9733  United 
States.  Before  the  war  American  and 
English  gold  circulated  freely  along- 
side tho  convertible  Treasury  notes.  As 
there  is  now  a high  premium  on  gold, 
this  has  disappeared  from  circulation, 
except,  perhaps,  in  the  neighborhood  of 
Cucuta,  near  the  frontier  of  Venezuela. 
In  the  extreme  south  of  the  republic,  at 
Popoydn  and  Paste,  the  people  refuse  to 
accept  any  other  currency  than  some 
large  silver  peso  pieces  which  are  seen 
nowhere  else;  but  there  arc,  of  course, 
banks  where  these  can  be  obtained. 

The  history  of  Colombian  paper  cur- 
rency is  a tale  of  disaster  quite  as  pitiful 
— if  not  more  so — os  that  of  Paraguay, 
with  this  difference:  Colombia  has  found 
a way  out  of  her  troubles,  which  were 
due  to  a devastating  civil  war  lasting 
from  1869  to  1902.  At  this  latter  date 
Colombia  was  completely  ruined  in 
everything  but  natural  resources,  which 
could  not  be  exploited  on  account  of  the 
extreme  exhaustion  of  her  people.  Bank- 
rupt she  was  not,  because  the  national 
foreign  debt  was  less  than  $4  per  capita, 
and  foreign  bondholdere  could  afford  to 
wait  almost  indifinitely  for  the  advent 
of  one  business-like  Executive  to  make 
arrangements  for  funding  the  interest 
overdue  and  resuming  the  regular  pay- 
ments. In  1910,  the  year  of  the  cen- 
tenary of  independence,  Dr.  Carlos  E. 
Restrepo,  a man  of  honesty,  patriotic 
and  industrious,  became  President  of  the 
republic  By  this  time  tho  peso  had  sunk 
Id  value  to  the  ratio  of  1 cent  gold  equal 
to  1 peso  paper.  The  only  way  to  loosen 
the  gordian  knot  was  to  cut  it,  and  this 
was  done  by  the  audacious  expedient  of 
declaring  the  existing  paper  peso  to  be 
worth  one  hundredth  part  of  a new  con- 
vertible paper  peso,  thus  converting  the 
old  peso  into  a centavo:  Strange  to  say, 
the  plan  has  worked  very  well  in  Colom- 
bia, whose  people  had  gradually  become 
accustomed  to  the  hopeless  situation  of 
the  old  currency,  and  were  glad  to  allow 
the  Government  to  pay  it  off  at  a ratio 
of  1 per  cent. 

The  new  money  has  stood  the  strain  of 
post-bellum  finance  and  the  prohibition 
of  gold  export  very  well,  as  the  premium 
on  gold  has  not  exceeded  36  per  cent 
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and  has  been  gradually  improving  this 
year.  It  now  stands  at  something  less 
than  16  per  cent.  All  exchange  opera- 
tions in  Colombia  are  now  effected  in 
terms  of  the  American  dollar. 

The  big  dollar  of  Uruguay  is  the 
biggest  in  the  world,  being  worth  3.42 
cents  more  than  that  of  the  United 
States.  This  has  been  a constant  souice 
of  irritation  to  travclcTs,  who  have  al- 
ways felt  rather  disgusted  at  receiving 
less  than  |6  for  American  or  English 
gold  pieces;  and,  independently  of  the 
high  exchange  value,  there  is  surely  no 
country  in  South  America  where  money 
goes  such  a little  way  os  in  this  smallest 
republic  of  them  all. 

Uruguay,  having  no  gold  of  her  own, 
and  apparently  no  ambition  to  mint  any, 
adopted  the  expedient  of  making  the  gold 
coins  of  other  countries  legal  teadei'  at 
a fixed  rate  of  exchange,  as  follows:  The 
American  eagle,  9.66  pesos;  the  English 
sovereign,  4.70  pesos;  the  Spanish  doub- 
loon, 4.62  pesos;  the  German  20-mark 
piece,  4.60  pesos,  and  the  major  gold 
coins  of  France,  Belgium  and  Italy,  3.73 
pesos  each.  The  20-milreis  piece  of 
Brazil  is  legal  tender  for  10.66  pesos  and 
the  6-peso  coin  of  Argentina  for  4.66 
pesos. 

On  the  other  hand,  like  Peru,  Uruguay 
has  been  extremely  jealous  of  the  high 
standard  of  her  good  money,  and  until 
after  the  war  there  was  never  any  ques- 
tion of  a depreciated  currency  in  Uru- 
guay. However,  the  fatal  prohibition  of 
gold  export  has  in  Uroguay,  qs  in  all 
other  countries,  been  instrumental  in  d^ 
basing  the  paper  currency,  which  has 
seen  a low  point  of  about  59  cents  United 
States.  Uruguay  has,  therefore,  now  her 
little  dollar,  which  is  bound  to  disappear 
os  soon  as  the  60,000,000  pesos  gold  h<»ld 
by  the  banks  is  rcteosod  to  perform  its 
usual  function.  It  is  fairly  safe  to 
prophesy  that  this  will  be  when  Argen- 
tina decides  to  reletfee  her  gold. 

A relatively  inconsiderable  number  of 


gold  coins  have  been  struck  lately  in 
Chile,  though  no  gold  has  been  current 
in  the  country  since  the  early  days  of  the 
republic.  The  Government  holds  a stock 
of  foreign  gold,  equivalent  to  about  114,- 
000,000  pesos,  say,  627,739,000  United ' 
States,  of  which  30,661,246  gold  pesos  are 
deposited  at  interest  in  the  Bank  of  Eng- 
land- With  this  reserve  it  is  proposed^ 
create  a guarantee  for  a new  convertible 
paper  peso,  equal  in  value  to  the  Eng- 
lish shilling,  or  24.3326  cents  United 
States.  Had  the  war  not  broken  out 
when  it  did,  there  is  little  doubt  that 
Chile  would  today  have  been  on  a gold 
basis  like  that  of  Argentina,  or  actually 
better  than  that,  as  in  the  Argentine  Re- 
public the  broken  par  standard  for  paper 
money  is  44  per  cent,  of  the  gold,  and  in 
Chile  it  would  have  been  two-thirds  of 
the  gold  peso,  the  theoretical  value  of 
which  is  1 shilling  and  6 pence,  or 
36.49875  cents  United  States. 

rpHE  paper  money  has  been  subject  to 
-*■  violent  fluctuations  in  Chile.  During 
1916  the  average  rate  was  about  16  cents 
to  the  paper  peso;  a year  ago  it  was  23 
c^ts,  and  at  the  time  of  writing  it  is  10 
cents.  Without  taking  into  considerarion 
Paraguay,  it  may  be  said  that  Chile,  with 
her  big  dollar  of  over  36  cents,  her  pro- 
posed intermediate  dollar  of  about  24 
cents,  and  her  little  dollar  of  about  11 
cents,  shares  with  Brazil  the  doubtful 
honor  of  owning  the  worst  money  in 
South  America.  On  the  other  hand, 
there  is  little  doubt  that  when  Chile 
makes  up  her  mind  to  establish  a system 
of  good  money  she  will  do  it  properiy. 

In  the  meantime  Chileans  are  rather  in- 
clined to  delight  in  their  currency  system 
as  a Convenient  and  ready  fonn*of  gam- 
bling. In  the  long  run  it  is  only  the 
banks  that  stand  to  make  any  profit  out 
of  the  gam^,  which  is  proving  very  ex- 


United  States  Electrifying  the  World 


^PPICIAL  announcement  from  Wash- 
ington  of  the  creation  of  a " Division 
of  Electrical  Machinery”  in  the  Depart- 
ment of  Commerce  calls  attention,  says 
The  Trade  Record  published  by  the  Na- 
tional City  Bank  of  New  York,  to  the 
growing  demand  of  the  outside  world  for 
Ameriean  equipment  for  harnessing  this 
latest  servant  of  man— electricity.  In  the 
opening  year  of  the  war,  our  fiscal  year 
1916,  our  entire  exports  of  the  group  of- 
ficially designated  as  “ electrical  ma- 
chinery and  appliances  ” amounted  to  but 

610.772.000,  but  hod  advanced  to  664,- 
647,000  in  its  closing  year  1918.  Then 
with  the^  world’s  return  to  peace  and  its 
closer  acquaintance  with  the  quality  of 
our  manufactures  in  this  line,  the  total 
exports  of  “ electrical  machinery  and  ap- 
pliances ” jumped  to  660,000,000  in  1919, 

687.000. 000  in  1920,  and  6119.221,000  in 
1921,  the  fiscal  year  just  ended. 

This  increase  of  632,000,000  in  the  ex- 
ports of  this  class  of  merchandise  in  the 
fiscal  year  1921  is  the  more  remarkable 
in  view  of  the  fact  that  in  the  other  im- 
portant classes  of  machinery  the  exports 
of  1921  showed  but  comparatively  slight 
gains.  The  exports  of  electrical  ma- 
chinery increased  37  per  cent  in  value 
in  the  fiscal  year  1921,  while  those  of  all 


other  machinery  were  increasing  but  10 
per  cent  in  value. 

This  growing  demand  for  electrical 
machinery  comes  from  every  direction 
and  includes  every  sort  of  appliance. 
American  electric  lights  twinkle  in  prac- 
tically every  country  and  colony  of  the 
world;  our  telephones  transmit  the  lan- 
guages and  “ dialects  ” of  every  part  of 
the  globe;  our  telegraph  instruments 
click  in  every  continent  and  country  and 
island;  and  our  electric  fans  supply  cool- 
ing breezes  the  world  around.  The  more 
than  17,000,000  electric  lamps  exported 
in  the  latest  year  for  which  details  are 
available  went  to  seventy-five  different 
countries  and  colonies,  including  all  the 
principal  countries  of  Europe,  all  of 
Latin  America,  all  of  the  Asiatic  coun- 
tries, Australia  and  New  Zealand,  and 
the  principal  countries  and  colonies  in 
Africa.  The  65,000,000  worth  of  tele- 
phones exported  in  1921  went  to  over 
sixty  different  countries;  the  88,000  elec- 
tric fans  sent  abroad  in  that  year  were 
distributed  to  more  than  seventy  coun- 
ting, while  the  62,000,000  worth  of  elec- 
tric heating  and  cooking  apparatus  went 
to  no  less  than  fifty  countries  and  colon- 


pensive  to  the  best  interests  of  the  coun- 
try. Let  me  quote  from  a communication 
sent  to  the  Department  of  Commerce  by 
Commercial  Attach^  C.  A.  McQueen,  sta- 
tioned at  Santiago.  He  wrote  in  July  of 
last  year;  that  is  to  say,  before  the  big 
slump  set  in: 

The  export  manager  who  does 
business  with  Chile,  especially  if  he 
' has  a branch  office  there  or  carries 
a stock  on  open  account  with  a local 
house,  can  find  in  the  movements  of 
Chilean  exchange  the  explanation  for 
many  developments  In  that  trade 
which  otherwise  are  difficult  to  un- 
derstand. To  deal  intelligently  with 
Chile,  a knowledge  of  the  primary 
features  of  its  currency  and  ex- 
change is  easential. 

The  approximate  average  value  of 
tte  paper  pero  for  recent  years  has 
l)Mn  20  centsT  and  on  this  basis  of 
five  to  one  as  compared  with  the 
American  doUar  the  majority  of  im- 
porters fix  their  wholesale  and  retail 
prices.  However,  the  actual  fluctua- 
tions of  exchange  may  depart  so 
radically  and  so  suddenly  from  this 
average  value  that  an  ever-present 
element  of  uncertainty  is  added  to 
merchandising  operations.  As  an  ex- 
ample, there  may  be  cited  the  course 
. of  exchange  in  the  month  of  June, 
1920. 

During  the  first  week  of  that 
month  potations  fluctuated  between 
6.36  ana  6.41  pesos  to  the  American 
dollar.  This  is  considered  a “ low  ” 
exchange,  taking  the  Chilean  point 
of  view  of  a low  value  of  the  pe.so 
in  relation  to  the  dollar.  The  next 
week  opened  at  6.67,  with  a gradual 
weakening  to  6.72  up  to  Monday, 
June  21,  On  that  day  the  news  of 
large  nitrate  sales  caused  a quick 
rise  to  6.05,  and  strength  was  shown 
to  the  month’s  end,  closing  at  4.87. 

Naturally  the  importer  or  local 
agent  of  the  American  exporter  will 
desire  to  make  his  remittances  of 
American  currency  at  a time  when 
exchange  is  bigh;^or,  in  other  wor^, 
when  dollars  may  be  purchased  with 
a smaller  outlay  of  pesos.  When  low 
exchange  persists  for  a long  period 
there  is  a tendency  to  put  ou  settle- 
ments,  awaiting  a more  favorable 
opportonity.  Under  such  circum- 
stances, when  conditions  require  the 
purchase  of  dollars,  it  is  customary 
to  borrow  dollars  at  the  bank,  put- 
ting. up  as  security  the  number  of 
pesos  required  at  the  current  rate  of 
exchange  to  buy  the  draft  in  ques- 
tion, and  liquidate  the  transaction 
later,  when  exchange  has  risen. 
However,  it  is  not  always  possible  to 
avoid  losses.  An  American  in  Santi- 
s' recently  asked  his  firm  in  New 
York  to  cable  him  a credit  in  dollars, 
which  he  expected  to  receive  on  a 
day  when  exchange  was  low.  Be- 
cause this  cable  transfer  was  late  in 
delivery,  an  opportunity  to  buy 
pesos  at  the  rate  of  6.60  was  lost, 
and  on  the  next  business  day  the 
best  quotation  was  4.90.  Thus  there 
was  a loss  in  converaion  of  approxi- 
matoly  700  pesos  per  $1,000,  or  a de- 
terioration of  about  I2y%  per  cent,  in 
the  value  of  the  credit. 

Without  going  into  details  as  to 
the  various  ways  in  which  every-day 
business  is  a^ected  by  the  uncer- 
tainty of  exchange,  it  is  obvious  that 
it  results  in  high  prices  for  import 
goods,  as  merchants  feel  that  an  am- 
ple margin  of  profit  is  necessary  to 
allow  for  possible  eventualities.  An- 
other less  definite  but  quite  impor- 
tant effect  is  seen  in  the  many  re- 
quests for  extensions  of  drafts  when 
exchange  is  low;  even  when  it  is 
comparatively  high  there  is  a ten- 
dency to  ask  postponements  of  set- 
tlements, in  the  hope  of  a still  more 
favorable  rate.  Consequently  Uiere 
is  a general  sluggishness  in  collec- 
tions, which  retards  nearly  all  busi- 
ness operations. 

Public  opinion  favoring  the  establish- 
ment of  a stable  currency  on  a gold  or 
gold  exchange  basis  has  gradually  been 
goining  strength,  as  therein  appears  the 
only  solution  ‘bf  this  problem  so  trouble- 
some to  trade. 
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The  Shipping  Depression 


LASKER 
Shipping 
HBoard  has  be«n 
3 frank  with  the  puh- 
^ Uc  in  picturing  the 
low  state  of  affairs 
^ in  shipping.  But  the 
^ shipping  problem  be~ 
fore  the  United 
States  today  is  not 
how  much  waste  there  was,  hut  what  can 
be  done  for  the  future.  Practical  steam* 
shif  men  advised  the  previous  Adminis- 
tration that,  unless  the  Government  sold 
its  equity  and  definitely  withdrew  from 
the  shipping  business,  there  would  be 
rocks  ahead.  These  same  shipping  men 
were  accused  of  insincerity  when  they 
refused  to  purchase  vessels  from  the  old 
board  at  $186  a deadweight  ton.  A few 
of  the  ships  were  sold  at  that  figure  and 
for  slightly  higher  prices,  but  the  com- 
panies which  purchased  them  are  today 
in  financial  straights. 

Owing  to  natural  events  freight  ton- 
nage is  today  a drug  on  the  market,  and 
such  few  sales  as  are  reported  are  being 
made  at  ridienlously  low  figures.  An  in- 
vestor is  not  going  to  pay  more  for  a 
vessel  than  he  reasonably  expects  to 
earn  a profit  on. 

For  moving  grain  to  England  a little 
more  than  a year  ago  steamships  were 
able  to  command  60  cents  per  100 
pounds.  Today  a rate  of  26  cents  is  con- 
sidered lucky.  This  has  been  the  rate 
approximately  throughout  the  present 
calendar  year.  During  the  closing  days 
of  1920  the  rate  was  40  cents,  whereas 
on  the  new  year  the  rate  suddenly  broke 
to  25  cents.  A similar  tendency  was  no- 
ticed in  the  cotton  rates.  During 
August,  1920,  cotton  to  Hamburg  was 
charged  at  the  rate  of  $1,92^  per  100 
pounds  when  packed  in  high  density 
bales.  By  December  last  it  had  dropped 
to  $l,.mid  in  January  of  thin  year  it  had 
declined  to  60  cents,  which  has  been  the 
quotable  rate  ever  since. 

These  radical  reductions  in  ocean 
rates  are  the  tangible  proof  of  the  ship- 
ping slump  which  has  come  on  the  mari- 
time industry  almost  without  warning 
and  practically  over  night.  The  rate 
chart  given  herewith  does  not  attempt  to 
illustrate  the  actual  rates,  hut  merely  the 
relative  fluctuations  in  the  rates.  The 
rate  on  cotton  to  Germany  hna  held  to 
a consistent  figure  during  the  first 
eight  months  of  1921  for  very  good  rea- 
sons; it  would  be  impossible  to  take  a 
greater  loss  on  the  business.  This  same 
tendency  has  been  shown  in  the  grain 
rates  to  England,  although  there  was  a 
desperate  attempt  on  the  part  of  the 
steamship  conference  in  June  to  bring 
the  charge  up.  That  was  but  tem- 
porarily successful,  as  the  rate  bag  sub- 
sequently slumped  back. 

For  comparative  purposes  the  rate  on 
coal  from  Norfolk  to  Buenos  Aires  was 
taken,  as  that  is  more  representative  of 
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Export  Volume 


upon  figures  issued  by  the  Department 
of  Commerce.  These  figures  show  that 
cotton  was  slow  to  move  during  the 
Summer  of  1920,  but  gained  in  volume 
with  the  closing  days  of  the  ; 


ropehn  cotummers  meSnt  the  utilization 
of  considerable  steamship  tonnage  that 
would  otherwise  have  been  idle  this 
Summer.  The  volume  of  coal  exports, 
therefore,  has  no  scientific  bearing 


the  business  we  might  expect  These  G>en  gradually  slumped  off  until  May  of  upon  the  possible  woridng  of  the  mer- 


The  most  rapid  growth  in  the  Shipping 
Board  fleet  was  made  during  1919,  at 
the  end  of  which  year  the  tonnaRv  was 
6340,000  gross  tons.  By  the  end  of  1920 
about  600.000  tons  more  were  added 
But  with  the  dooe  of  1920  the  Shipping 
Board  had  practically  completed  its  eon- 
straction  of  freight  tonnage,  and  the 
ships  which  have  come  since  have  been 
chi^y  combination  vessels,  originally 
designed  aa  transports. 

The  radical  drop  in  freight  rates  was 
coinddent  with  the  turning  over  to  the 
Shipping  Board  by  the  builders  of  prac- 
tically the  total  of  the  freight  veatels 
rentracted  for.  Furthermore,  it  was  dur- 
ing 1920  that  private  steamship  opera- 
tors abandoned  hope  of  any  immediate 
change  in  the  practices  of  the  Shipping 
Boo^rd,  The  Government  vessels  were  let 
out  on  allocation  and  were  pi'rmitted  to 
go  into  service  without  the  least  hope  of 
earning  a profit.  That  was  a competition 
the  private  vessels  could  not  stand  for 
long,  and  the  rates  on  January  last  broke 
suddenly  and  to  an  extent  which  has 
been  surprising. 

It  is  now  a highly  compeUlive  fielil. 
the  business  being  fought  for  by  the 
mightiest.  In  this  fight  the  more  eco- 
nomically operated  vessels  are  bound  to 
win  out.  Operators  can  reasonably  as- 
sume that  the  Government  vessels  can 
never  be  run  economically.  Wages  may 
be  reduced,  overhead,  charges  may  be  ig- 
nored, the  board  may  carry  its  own  in- 
surance, but  still  there  will  be  wastes 
which  will  more  than  make  up  for  simi- 
lar charges  against  privately  owned  an«l 
operated  vessels.  -That  this  ezpretation 
is  materializing  is  well  illustrated  by  the 
fact  that,  since  the  sudden  decline  in 
ocean  rates,  there  has  been  an  inereaso 
in  the  nvunber  of  idle  Shipping  Board 
vessels.  Even  upon  allocation.-  where 
the  manager  obtains  a percentage  of  the 
freight  money  no  matter  what  the  oper- 
ating losses  are,  it  has  become  manifrat 
that  it  is  suicidal  to  continue  the  ships  in 
operation,  and  they  have  been  gradually 
anchored  in  tho  mud  flats  of  harbors 
and  the  rivers  of  the  country. 

But  qven  tied  up  this  tremendous  idle 
fleet  constitutes  a constant  menace  to 
successful  ocean  freighting  business. 
They  are  forever  a potential  competitivo 
factor.  They  are  just  as  much  a com- 
petitive factor  as  the  low<08t  Japanese 
ships  and  the  efficient  English  boats 
which  are  ever  on  tho  alert  to  pick  up 
any  stray  cargo  that  is  offering. 

To  date  the  Shipping  Board  has  (1) 
failed  to  tnerease  our  foreign  trade,  (2) 
failed  to  benefit  private  operations  of 
ships,  and  (8)  contributed  materially  to 
tho  shipping  depression  and  to  the 
wrecking  of  shipping  investments.  That 
is  the  situation  Hr.  Lasker  fac«,  and  if 
he  proves  capable  of  saving  any  ap- 
preciable part  of  the  “wreck,"  as  bo 
calls  it,  shipping  men  will  hail  him  as  a 
genius. 


coal  rates  showed  a similar  downward 
tendency  during  the  latter  part  of  1920, 
and  a consistently  low  level  during  the 
eight  months  of  the  current  year. 

The  second  chart  gives  the  relative 


the  current  year.  Cotton  exports  have 
been  on  a modified  increase  ever  since 
Wheat  exports  increased  rapidly  with 
the  close  of  May,  1920,  and  reached  a 
I October  of  that  year.  The  wheat 


chant  fleet,  as  it  has  been  predicated 
upon  unusual  economic  and  political  con- 
ditions. The  other  exports  are  seasonal,. 
and  the  chart,  illustrating  the  movement 
of  the  greater  part  of  1920  and  1921, 


volumes  of  exports  of  unmanufactured  exports  then  slumped  off  until  April  of  clearly  indicates  that,  reasonably  speak- 


cotton,  bitiiminous  coal  and  wheat,  based  current  year.  Wheat  ii 
only  a fair  quantity. 


7 moving 


Shipping  Board  Tonnage 


Coal  exports  have  an  entirely  differ- 
ent story.  We  never  exported  much  coal 
before  the  war,  but,  with  the  strikes  in 
England  and  the  constantly  increased 
cost  of  production  in  the  mines  of  that 
country,  American  coal  found  a wide 
foreign  market.  Coal  exports  reached 
the  high  mark  in  October,  1920,  of  4,580,- 
000  tons,  but  declined  again  in  February 
to  1,258,000  tons.  Then  England  again 
had  trouble  with  her  miners,  and  Ameri- 
can ooal  once  more  came  into  demand. 
In  June  of  this  year  wc  exported  3314,- 
000  tons. 

Had  it  not  been  for  the  unexpected 
coal  demand  the  shipping  slump  would 
have  been  even  greater  than  it  has  to 
date.  For  American  coal  to  supply  Eu- 


appear  to  have  increased 
our  volume  of  exports  despite  the  tre- 
mendous merchant  fleet  the  United 
States  has  put  into  operation. 

The  wide  fluctuations  in  rates  in  1920 
and  their  high  general  level  was  the  last 
of  the  good  business  which  the  merchant 
marine  can  reasonably  expect  for  some 
time  to  come.  The  rates  showed  a sud- 
d^  response  to  the  tonnage  which  be- 
c^e  available  during  1920. 

Tho  third  chart  illustrates  the  increase 
in  the  merchant  tonnage  owned  by  the 
Shipping  Board,  and  that,  it  would  ap- 
pear from  a combination  of  the  three 
charts,  gives  the  key  to  all  the  trouble 
today.  The  Shipping  Board  owned  413,- 
000  gross  tons  of  ships  on  Jan.  1,  1918. 
One  year  lator  the  Government  tonnage 
had  increased  to  2305,000  gross  tons. 
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Cost  of  Living  and  Wages 


WiililiriliHlriilWfTUDlES  in  the  hi»- 
^ ^ tory  of  economic  bo- 

Sr  ciety  have  made  us 
E familiar  with  the 
E problem  of  primitive 
r man,  who  had,  by  his 
s individual  effort,  to 
wrest  a livelihood 


By  C.  S.  Duncan 


?/ililililitiiHti|il^  from  the  niggard 
earth.”  It  was  the 
struggle  of  a man  with  his  environment, 
hostile  or  friendly  as  natural  laws  made 
it.  It  was  Robinson  Cruso  on  his  desert 
bland.  Today  the  problem  has  changed. 
In  primitive  times,  the  ease  or  difficulty 
of  getting  a living  wa.<>  measured  directly 
in  terms  of  human  effort;  now  it  is  to  be 
measured  by  the  amount  of  money  re- 
quired to  purchase  the  necessities  of  life 
or  to  maintain  a standard  of  living.  Then 
it  was  everybody's  affair;  now  it  is  a 
question  for  groups  or  classes.  It  has 
narrowed  from  a universal  human  prob- 
lem to  a labor  problem.  Its  sharpest 
angle  in  recent  years  has  appeared  in 
the  relation  of  wages  to  the  cost  of 
living. 

Abroad  there  were  investigations  into 
the  so-called  cost  of  living  many  years 
ago,  but  in  the  United  States  the  first 
comprehensive  study  was  made  by  the 
Bureau  of  Labor  Statistic.^  in  1901.  This 
one  was  followed  intermittently  by 
various  local  studies  in  different  parts  of 
the  country  until  the  period  of  the  war. 
They  were  generally  made  by  social  or- 
ganizations and  had  for  their  primary 
purpo.se  a knowledge  of  acttlal  expendi- 
tures by  workingmen’s  families  and  the 
living  conditions  among  them.  More  cor- 
rectly described,  they  would  be  called 
studies  of  family  expenditures  and 
standards  of  living  among  workingmen. 
A vital  distinction  is  to  be  made  between 
what  a family  docs  actually  spend  or 
what  it  has  cost  them  to  live,  and  what 
a family  should  spend  or  how  much  it 
should  cost  them  to  live. 

Given  a total  family  income  for  a 
year,  one  may  investigate  the  effects 
upon  the  family’s  life  and  health.  Divided 
as  it  must  be  among  the  several  neces- 
sities, food,  shelter,  clothing,  heat  and 
light,  and  certain  elementary  needs 
beyond  these,  has  this  income  purchased 
enough  of  each?  A study  may  seek  to 
answer  this  question  and  become  u kind 
of  post  mortem.  Pre-war  investigations 
generally  had  this  post  mortem  in  view. 
So  much  money  was  spent  for  this,  so 
much  for  that,  with  a resulting  savings, 
good  health,  means  of  recreation,  re- 
newed energy,  or  not.  In  short,  the  early 
studies  sought  to  find  out  how  much  in- 
come was  received  annually,  from  what 
sources,  how  expended,  with  what  results 
upon  family  life.  More  or  less  ihei- 
dcntolly  conclusions  were  reached  that 
the  income  was  or  was  not  sufficient,  and 
often  specific  amounts  were  indicated  as 
a minimum. 

An  important  change  in  the  purpose 
and  methods  of  cost  of  living  investiga- 
tions, however,  came  in  1917.  This  was 
the  time  when  prices,  which  had  been 
rising  persistently  for  years,  began  their 
skyrocketing.  The  incomes  of  working- 
men needed  adjusting,  and  they  were  in 
a position  to  demand  effectively  such  ad- 
justment. Their  productive  co-operation 
in  an  emergency  was  manifestly  essen- 
tial. It  wa.s  then  that  the  principle 
began  to  be  announced  that  wages  should 
rise  at  least  equally  with  prices — there 
should  be  no  lowering  of  the  working- 
man’s  standard  of  living.  The  prices 
referred  to  were  the  retail  prices  of  those 
commodities  and  services  required  by  the 
family  budget  That  is,  it  was  urged 
that  the  income  of  workmen,  their  wages 
for  a year,  should  bo  made  to  equal  at 
least  the  total  amount  required  to  pur- 
chase the  needful  things  for  a typical 
family.  It  was  thus  that  the  post 
mortem  was  changed  to  a future  wage 
contract  Not  what  had  been,  but  wbat 


was  to  be,  the  wage  rate  became  the 

Investigations  followed  thick  and  fast 
when  the  cost  of  living  principle  was 
adopted  by  the  War  Labor  Board.  Re- 
finements were  made  upon  the  general 
principle.  The  typical  family  was  de- 
fined as  one  with  a man,  wife,  three 
children  under  fourteen  years  of  age, 
supported  by  a single  wage  earner,  who 
was  pre.sumably  the  man.  Vapous  stan- 
dard budgets  were  prepared  with  all  of 
tho  articles  itemized  os  to  quality  and 
amount  for  this  family.  If  the  family 
and  the  budget  were  accepted,  it  became 
a relatively  simple  matter  to  price  these 
articles  in  any  market  and  determine  the 
total  amount  of  income  necessary.  Once 
tho  total  income  per  week,  per  month, 
per  year,  was  known,  it  was  an  easy 
calculation  to  e.stablish  a wage  rate  to 
secure  it,  which  was  the  ultimate  aim. 

It  was  thus  that  the  costH>f-living 
principle  became  the  guiding  one  in  set- 
ting wage  rates.  Endorsed  by  the  War 
Labor  Board,  it  was  used  in  many  wage 
arbitrations,  especially  in  public  utilities 
where  they  were  not  affected  by  the  war 
demand  for  goods.  Labor  representatives 
on  the  board  accepted  the  principle, 
and  likewise  tho  employers'  representa- 
tives, though  reluctantly  and  “ for  the 
period  of  the  war.”  Labor  union  attor- 
neys used  the  principle  effectively  in 
their  arguments  before  arbitration 
boards.  This,  however,  was  during  the 
period  of  upward  trend  in  prices  and  of 
labor  shortage. 

rpHEN  the  tables  turned.  Heralded  by 
the  slump  in  rubber,  in  the  automo- 
bile industry,  in  the  silk  industry,  in  all 
textiles,  came  the  break  in  the  general 
market  and  thecro.sh  in  prices.  Theunpre- 
cedented  increase  in  rents  in  the  Spring 
of  1920  destroyed  the  consumers  willing- 
ne.ss  to  buy.  The  economic  dc^  began  to 
chase  his  tail  in  the  opposite  direction. 
A laborer’s  income  cannot  be  maintained 
without  work  and  wages;  work  schedules 
and  wage  rates  cannot  be  maintained 
without  a market  for  the  goods  pro- 
duced; a market  is  kept  up  by  a main- 
tained labor  income  and  wage  rates. 

What  happens  to  the  cost  of  living 
principle  now?  Some  of  the  more  astute 
labor  leaders  sensed  the  significance  of 
changed  conditions  as  early  as  December, 
1919,  and  began  to  repudiate  the  prin- 
ciple. It  was  referred  to  in  the  con- 
temptuous British  term' as  the  “fodder 
basis  ” for  determining  wages.  Plans 
were  begun  to  retain  the  high  wage 
levels  already  attained.  It  continued  to 
be  applied  in  wage  adjustment  hearings, 
however,  but  with  less  effectiveness  as 
the  year  wore  on  and  the  business  crisis 
developed.  Some  labor  organizations 
clung  to  it,  such  os,  conspicuously,  the 
printing  trades  and  the  railway  brother- 
hoods. Even  yet,  in  1921,  it  is  an  im- 
portant element  in  many  wage  adjust- 

Where  two  men  are  standing  outside 
the  door  waiting  for  his  job,  a workman 
is  not  willing  to  fight  so  aggressively  as 
when  his  services  seem  indispensable. 
Nevertheless,  the  cost-of-living  principle 
has  proved  to  be  a weapon  both  of  of- 
fense and  of  defense.  It  was  powerful 
in  an  aggressive  fight  for  higher  rates. 
It  has  been  better  than  a free-for-all 
scramble,  that  is,  no  principle  at  all,  in 
wage  adjustments  downward. 

The  general  method  of  establishing 
wage  rates  under  our  industrial  regime 
has,  of  course,  been  a process  of  bar- 
gaining. An  employer  is  a buyer  of 
labor;  a workman  is  a seller  of  labor. 
Each  wants  to  make  the  best  bargain 
possible;  each  desires  to  come  equipped 
with  the  greatest  economic  strength  of 
which  he  is  capable.  There  arc  buyers’ 
markets  and  sellers’  markets  here  as  else- 


where. Rapidly  rising  prices,  resulting 
from  expanded  demand,  increase  labor’s 
bargaining  strength,  especially  if  the 
labor  supply  is  not  quickly  increased. 
Declining  prices,  resulting  from  a 
slumped  market,  increase  the  bargaining 
strength  of  the  employer.  Our  present 
economic  teaching  and  our  present  laws 
are  based  upon  the  belief  that  on  tho 
whole,  through  good  times  and  bad  times, 
the  employer  is  stronger  than  the  work- 

in  so  far  as  the  cost  of  living  principle 
has  entered  into  wage  adjustments,  the 
bargaining  principle  has  been  displaced.. 
The  controver.sy  now  turns  on  a question 
of  fact.  What  is  the  cost  of  living?  The 
controversies  arc,  however,  none  the  less 
bitter;  the  adjustments  not  a whit  easier 
in  most  cases.  There  are  as  wide  di- 
vergencies of  opinion  over  what  should, 
in  quantity  and  quality  of  goods  and 
services,  constitute  an  acceptable  budget 
as  ever  occurred  in  the  bargaining 
process. 

TN  the  down  grading  of  wages  hundreds 
of  employers  have  used'eostrof-living 
figures.  The.se  have  been  just  as  effec- 
tive for  cutting  rates  in  the  hands  of 
employers  as  ever  they  were  in  advanc- 
ing rates  in  the  handle  of  employes. 
Labor  was  so  fully  committed  to  the 
principle  that  it  had  no  argument  for 
meeting  it.  The  textile  mills  made  their 
drastic  cut  of  22^  per  cent,  on  this  basis. 
One  of  the  largest  sugar  refineries  has 
kept  a chart  posted  in  its  factories  show- 
ing the  cost  of  living  and  the  wage 
curves  side  by  side.  It  has  been  a simple 
and  clear-cut  method. 

There  is  evidence,  however,  that  a 
swing  back  to  the  bargaining  process  is 
under  way.  No  cost-of-living  figures 
formed  the  basis  of  the  cut  in  wages  of 
common  labor  to  30  cents  an  hour  that 
was  recently  made  by  the  United  States 
Steel  Corporation.  The  leaders  of  the 
American  Federation  of  Labor  are  now 
repudiating  it  with  scorn.  The  old  strug- 
gle is  on.  The  President  of  the  Ameri- 
can Federation  of  Labor  is  reported  to 
have  declared: 

Every  one  knows  that  the  cost  of 
living  has  been  lowered  but  little  and 
the  “ cost  of  living  ” os  regarded  by 
capital  is  too  cruel.  A hog  gets  its 
swill;  a horse  gets  its  feed,  and  both 
are  given  shelter,  but  food  and  shel- 
ter alone  must  not  be  regarded  as 
the  basis  of  the  cost  of  living  of  the 
wealth-producing  American  work- 
man. The  workman  must  not  be  put 
on  the  same  strata  as  the  lower 
animals.  The  workman  needs  a 
wage  that  insures  sopiething  more 
than  enough  to  barely  exist.  The 
workman  needs  some  of  the  worth- 
while things  of  life,  some  of  the 
little  luxunes  and  ttie  finer  things 
of  life,  and  we  are  going  to  fight  to 
sec  that  he  gets  more  than  a bare 
existence. 

No  doubt  many  more  employers  are 
willing  to  accept  the  so-called  cost  of 
living  principle  today  than  were  willing 
when  prices  and  wages  were  rising.  They 
have  had  put  into  their  hands  an  ef- 
fective method,  by  taming  the  work- 
man's weapon  against  himself,  to  ac- 
complish what  they  want  to  accomplish, 
namely,  to  reduce  labor  costs.  The  work- 
man, caught  in  this  net,  sees  that  he 
must  accept  continued  reductions  in 
wages  or  reject  the  principle.  Overboard 
goes  the  principle. 

This  shifting  of  position  and  basis  of 
strategy  indicates  that  neither  side 
really  is  willing  to  accept  the  cost  of 
living  as  in  any  sense  a fundamental 
principle.  When  figures  run  against 
them,  both  parties  resort  to  the  age-old 
method  of  bargaining.  It  is  not  at  any 
time  a mutually  satisfactory  way  to  set 
wage  rates;  it  is  not  accepted  os  a prin- 
ciple at  all.  Is  it  or  can  it  bo  made  a 


defensible  means  of  ascertaining  a fair 
and  just  wage? 

I am  not  now  and  I never  have  been 
in  favor  of  using  the  cost-of-living  fig- 
ures in  this  manner.  It  is  a pernicious 
principle  both  as  an  emergency  measure 
and  as  a readjustment  measure  in  formu- 
lating basic  wage  schedules.  The  reasons 
for  this  position  are  given  below. 

1.  I do  not  believe  in  either  one  of 
the  theoretical  units  now  used  in 
calculating  the  cost  of  living,  i.  e., 
the  so-caUed  typical  family,  as  de- 
fined above,  or  the  standard  budgets, 
of  which  there  are  a number.  The 
typical  family  is  not  in  fact  typical 
and  never  will  actual  families  remain 
for  any  period  the  same.  Children 
will  grow  up.  Families  have  no  com- 
mon standard  of  living;  they  do  not 
have  the  same  domestic  economy; 
their  tastes,  habits  and  values  are 
widely  different.  A budget  prepared 
for  Government  employes  in  Wash- 
ington will  not  apply  to  the  whole 
group  of  bituminous  coal  miners,  as 
was  implied  in  their  last  wage  ad- 
justment. These  generalized  units 
show  unacceptable  discrepancies 
when  applied  to  individual  cases. 

2.  The  theory  implied  in  Uiis 
method  is  not  correct.  Workmen 
cannot  be  paid  wages  on  the  basis 
of  their  needs.  Men's  ne^s  cannot 
be  standardized  any  more  than  their 
abilities  con  be  standardized.  Be- 
sides, I question  the  responsibility  of 
business  to  pay  as  a minimum  the 
amounts  called  for  by  standardized 
bud(tets  without  regard  to  the  pro- 
ductive capacity  and  effort  received 
for  the  wage. 

8.  The  requirements  called  for  in 
the  cost-of-living  stupes  by  budget- 
ary methods  are  not  possible  of  im- 
m^iate  attainment  or  realization. 
Suppose  the  minimum  rates  and 
of  the  necessary  differentials  above 
should  be  at  once  secured,  and  sup- 
pose that  the  individual  families 
should  try  to  spend  their  incomes  ac- 
cording to  budgetary  stipulations. 
There  would  be  such  a revolution  in 
demand,  such  chaos  in  industry  as 
was  never  known.  Productive  and 
distributive  machinery  is  cumbrous 
and  must  move  cautiously  in  its 
changes  or  disaster  results.  No  one 
will  question  the  desirability  of  a 
progressively  rising  standard  of  liv- 
ing; but  there  must  likewise  be  a 
progressively  rising  standard  of  pro- 
duction to  match  it.  The  sum  total 
of  consumable  goods  cannot  be  too 
great,  but  economic  progress  is  a 
desperately  difficult  matter  and  re- 
sults only  from  more  intellimnt  ef- 
fort all  around.  It  is  certainly  not 
to  ^ had  as  a direct  result  of  an 
arbitration  award.  This  confusion 
of  temporary  adjustments  and  long- 
time realization  alone  is  enough  to 
condemn  the  method. 

4.  The  nation-wide  fibres  are  too 
general  for  local  application,  and 
local  figures  are  lacldng  in  adjust- 
ments to  local  and  individual  condi- 
tions and  in  an  acceptable  basis  from 
which  to  calculate  prices  and  wages. 
Fresh  air,  sunshine,  separate  hoases, 
gardens,  may  be  had  with  little  cost 
in  rural  communities  but  are  beyond 
price  in  large  cities;  1914  is  no  more 
a basis  or  standard  from  which  to 
calculate  prices  and  wages  than  any 
other  year.  Personally,  I feel  that  it 
has  always  been  unfair  to  labor. 

6.  There  are  many  other  important 
factors  in  addition  to  the  cost  of  liv- 
ing which  must  be  considered.  Some 
of  these  are:  skill,  training,  native 
capacity,  willingness  to  wor^  health, 
energy,  loyalty,  len^h  of  service,  in- 
dustrial hazard,  ability  of  Industry 
to  pay,  relative  wages. 

Because  cost  of  living  figures  are  not 
a sound  basis  for  setting  wage  rates 
there  is  no  reason  for  condemning  them 
entirely.  They  are  faulty  in  many  re- 
spects, yet  they  are  the  best  that  have 
ever  been  secured.  Progress  has  been 
made  in  methods  of  collecting  them  and 
in  their  comprehensiveness.  Study  has 
checked  up  study.  And  yet  when  one 
stops  to  consider  the  infinite  complexity 
lying  in  these  apparently  innocent  and 
simple  figures  he  shudders  statistie- 
ally. 

I believe,  neverUieless,  that  they  are 
the  best  available  index  today  of  the  per- 
centage o'  increase  over  1914  in  prices  of 
so-cal|^  necessities.  The  items  tabu- 
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Canalizing”  the  Commercial  Mind 

By  John  Wfdker  Harrington 


YORK  STATE 
has  been  chided 

N,=  pabliclybyits 
z Chief  Elxecutive  for 
E not  using  the 
= Barge  Canal  btiilt 
it  at  the  cost  of  the 
taxpayers’  millions. 
Although  the  gi- 
gantic national 
waterway  which  bisects  the  Empire 
State  is  being  utilized  by  many  more 
corporations  than  the  one  which  Gorer- 
nor  Miller  mentioned  in  his  recent  ad- 
dress while  making  the  tour  of  the 
system,  statistics  show  that  shippers  are 
not  yet  canal-minded  enough.  It  does 
seem  strange  that  the  total  tonnage  car- 
ried by  the  canals  of  New  York  State  in 
1920,  as  may  be  seen  from  the  official 
report  of  the  Superintendent  of  Public 
Works  for  that  period,  was  only  1421,- 
434,  when  we  consider  that  the  system 
could  easily  take  care  of  20,000,000  tons 
a year.  But  in  this,  the  fourth  year  since 
the  opening  of  the  enlarged  Barge  Canal, 
traffic  through  it  has  increased  by  30 
jler  cent.  Indeed,  last  year  showed  a 
gain  of  16  per  cent,  over  the  previous 
one  in  canal  transportation. 

The  failure  of  the  citizens  of  this.Com- 
monwealth  and  of  the  entire  United 
States,  to  grasp  the  opportunitice 
offered,  may  be  ascribed  partly  to  busi- 
ness depression  which,  happUy,  is  now 
being  lifted,  and,  in  a still  larger  part,  to 
commerce  not  being  canal-minded. 
Europe,  with  her  canals  and  her  canalized 
rivers  which  make  a network  of  such 
countries  as  France,  Germany  and  Hol- 
land, has  taken  full  advantage  of  the 
many  benefits  of  inland  water  traffic. 
Even  England,  during  the  Worid  War, 
dredged  out  many  channels  which  had 
been  overgrown  with  weeds  for  centuries, 
so  that  she  might  carry  munitions  and 
supplies  to  the  sea.  With  the  coming 
of  peace  she  learned  to  evaluate  still 
more  the  artificial  streams  which  be 
made  to  second  or  to  rival  the  railways. 

Throughout  the  United  States  the 
worth  of  the  canal  systems  is  being  more 
and  more  understood  and,  even  if  ship- 
’pers  are  not  as  yet  utilizing  the  Barge 
Canal  to  anything  like  capacity,  the 
truth  that  it  is  a national  asset  is  be- 
ginning to  dawn  upon  them.  Clerks  \Ao 
formerly  were  listless  over  the  claims  of 
the  canal  when  they  were  routing  their 
goods,  do  at  least  occasionally  turn  to 
the  rate  cards  of  the  waterways. 

A better  understanding  has  come 
through  two  factors.  The  Federal  Gov- 
ernment has  at  last  heeded  the  earnest 
protests  of  the  State  officials  and  has 
withdrawn  its  fleets  of  barges.  The 
State  at  the  same  time  hag  ceased  to 
operate  towing  lines  at  a loss,  and  has 
given  the  privately-owned  towing  inter- 
ests a chance.  Both  of  these  forms  of 
paternalism  had  greatly  retarded  the  ini- 
tiative and  enterprise  necessary  to  make 
canal  operation  of  this  kind  a success, 
and  eight  companies  are  now  operating 
fleets  of  barges,  while  many  in^viduals 
are  also  providing  service. 

One  of  the  most  encouraging  signs  of 
the  coming  of  canal-mindedness  is  the 
new  attitude  of  large  luannfacturiDg  cor- 
porations beyond  the  boundaries  of  this 
State.  Some  of  them  have  built  barges 
of  their  own,  and  others  have  made  con- 
tracts with  transportation  eompaaie& 
t^vemor  Miller,  according  to  the  press 
reports,  mentioned  only  the  Standard  Oil 
Company  as  taking  advantage  of  the 
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as  far  as  Burlington,  VL  On  the  west, 
as  indicated  in  the  1920  report,  deliveries 
of  oil  were  made  at  Schenectady,  Amster- 
dam, Utica,  Rome,  Syracuse  anH  Roches- 
ter. During  tiie  season  the  company 
carried  94462  tons  of  petroleum,  as  com- 
pared with  the  46,161  of  the  previous 
year.  The  traffic  managers  of  the  cor- 
poration felt  well  justified  in  letting  con- 
tracts for  five  s^-propelled  tankers  of 
700  capacity  each  to  be  added  to  their 
fleet  for  the  1921  season,  and  in  making 
large  investments  in  docldng  facilities  at 
strategic  points.  At  all  the  important 
ports  mentioned  the  corporation  had  ac- 
quired realty,  while  at  Rochester  it  spent 
more  than  $100,000  in  providing  terminal 
facilities. 

It  is  a tradition,  well  honored  until 
lately  in  the  observance,  that  only  the 
coarse  freight  can  be  sent  by  canal.  The 
Eastman  Kodak  Company  has  for 
months,  however,  been  shipping  costly 
photographic  apparatus  out  of  Rochester 
by  canal  and  is  pleased  with  the  service 
which  it  has  obtained. 

Another  corporation  with  a national 
and  international  trade  which  has  found 
it  very  advantageous  to  use  the  ^-nnai 
system  is  the  General  Electric  Company 
of  Schenectady  which,  for  the  last  three 
years,  has  be^  adding  to  its  fleet  of 
canal  barges  employed  in  the  transporta- 
tion of  heavy  electrical  machinery. 

A good  example  of  interstate  com- 
merce by  canal  Is  that  famished  by  the 


Ore  Carrying  Corporation  of  New  York, 
which  uses  canal  freight  facilities  to 
send  its  iron  ore  from  Port  Henry  on 
Lake  Champlain  to  Elizabethport,  N.  J., 
from  which  point  it  is  transshipped  for 
rail  movement  to  Bethlehem,  Pa.  The 
Sugar  Producto  Corporation,  to  cite 
another  instance,  has  a tank  barge  of 
huge  dimensions  in  which  it  sends  syrup 
from  New  York  to  Belleville,  Ont 

TTENRY  FORD,  who  has  been  attack- 
J-1  ing  the  railroads  on  the  score  of  high 
rates,  made  the  announcement  not  many 
days  ago  that  he  was  going  to  send 
barges  of  his  own  through  the  Barge 
Canal,  such  is  his  faith  in  it  as  an 
economical  freight  avenue  to  the  ocean. 
In  this  way  he  proposes  to  mnVo  de- 
liveries to  New  Yorit,  Buffalo,  Rochfflter, 
Syracuse  and  Albany.  Although  this 
action  of  the  Detroit  manufacturer  has 
attracted  considerable  publicity,  it  is 
only  part  of  a general  trend  which  na- 
tional shippers  have  been  following  for 
some  months  in  the  direction  of  tho 
Barge  CanaL 

Many  of  them  this  season  have  been 
sending  their  bulk  freight  from  Chicago, 
Duluth,  Minneapolis,  and  such  ptorts 
through  the  Great  Inkes,  to  Buffalo, 
where  it  is  transshipped  for  passage 
through  the  canal  system.  At  the  present 
writing  there  are  extenaive  shipments 
being  made  from  the  Port  of  New  York 
to  ports  of  our  inland  seaA  A steam- 


News  Notes 

of  th.  cosoJ,  Although  ho  might  huve  rpHE  United  Stule.  Burcon  of  Hinos  pampUet  muy  bo  obtained  by  addresdng 
titod  many  other  corporations  of  im-  A hag  issued  a pamphlet  entitled  the  Director  of  the  Bureau  of  Mine*, 
portance,  it  must  be  admitted  that  the  “ Tables  for  Computing  OU  Eoyaltiea  Washington,  D.  C. 

Standard  has  shown  unusual  vision.  The  Under  the  Leasing  Act  of  Feb.  26, 1920,”  — 

most  active  operator  of  the  1920  season,  by  R.  C.  Patterson  and  D.  W.  Moran. 

:t  had  its  fleet  of  nine  tank  barges,  each  The  tables  have  been  compfled  with  a 
srith  a capacity  of  200,000  gallons,  in  view  to  avoiding  the  long  and  tedious 
constant  service.  From  a distributing  computation  which  would  otherwise  be 


at  Albany,  the  company  sent  vast 
iquid  cargoes  through  the  Champlain 
livision  to  Port  Edward,  WhitehaU  and 
>orts  on  Lake  Champlain,  and  reached 


p UARANTY  TRUST  COMPANY  of 
^New  York  has  been  appointed  Trus- 
tee under  an  indenture  dated  Aug.  16, 
. . - . 1921,  securing  an  authorized  issue  of  $3,- 

required  in  arriving  at  royalty  figures  000,000  par  value  United  Fuel  Gas  Com- 
In  connection  with  the  operation  of  oil  pany  ten-y^r  7H  per  cent,  secured  gold 
producing  leases  on  the  public  lands  of  bonds,  dated  Aug.  16,  1921,  due  Aug.  16, 
the  United  States.  Copies  of  this  193L 


from  Brasil  arrived  here  last  month, 
from  which  a large  cargo  of  nuts  was 
transferred  directly  from  the  hold  to 
^boa^  which  soon  were  being 

through  the  transformed  Erie 
ditch  on  their  way  to  Chicago. 

are  only  some  of  tho  signs  which 

indicate  the  vast  networks  of  water- 
irayt  which  criss-cross  the  upper  part  of 
the  Empire  State,  may  be  made  to  play 
an  important  part  in  the  development  of 
our  national  commerco.  Undoubtedly 
wheat,  com  and  other  food  products  al- 
though the  amount  of  this  kind  of  mer- 
^dise  traiwported  over  the  canals  has 
been  a disappointment  to  the  advocate# 
of  the  inland  channels,  will  be  shipped 
w far  greater  quantities  in  the  years  to 


PON  tho  question  of  rates  tho  future 
of  the  Barge  Canal  depends.  The 
rates  are  not  os  low  as  many  of  the  ardent 
disciples  of  canal  transportation  would 
have  them,  and  yet  they  are.  in  many 
instances,  attractive  to  shippers  even 
under  prerent  conditions.  When  a por- 
tion of  the  Barge  Canal  was  opened  in 
1918  it  was  the  genera!  opinion  that  a 
26  per  cent  differential  would  be  enough 
to  attract  commerco  to  It  Tho  rail 
freight  rates  began  to  soar  first  by  10 
per  cent  and  then  by  16,  and  then 
came  a rise  of  40  per  cent  The  operat- 
ing costa  of  tho  canal  also  rose,  owing  to 
the  increase  of  wages  and  the  cost  of 
materials  of  all  kinds,  but  still  there  is 
a marked  inducement  in  transporUtlon 
charges  which  can  be  offered  by  the 
canals.  A comparative  table  is  horewiih 
given  showing  tho  difference  in  rate# 
between  rail  and  Barge  Canal,  as  offered 
by  one  of  the  large  water  transportation 
companies  in  August  of  this  year. 

Shippers  have  been  much  intereeled  in 
comparisons  of  rates  made  in  tho  1920 
report  of  tho  former  Superintendent  of 
Public  Works,  Edward  S.  Walsh,  who 
has  shown  his  belief  In  what  ho  praached 
by  becoming  the  director  of  a canal 
transportation  company. 

'*  Much  remains  to  bo  done,"  nid  he, 

" in  building  up  a lino  of  canal  rates  that 
wiU  properly  cover  the  territory  and 
traffic  tributary  to  the  water  way.  To 
a great  extent  such  rates  will  depend 
upon  the  development  of  the  carriers. 
Already  there  is  a sentiment  among  ship- 
pers located  in  cities  off  the  line  of  the 
waterway,  for  the  establishment  of  Joint 
rail  and  water  rates  that  will  permit 
them  to  enjoy  the  benefits  of  the  cheap 
water  route,  and  every  effort  is  being 
put  forth  by  the  department  to  insU- 
tuto  rates  that  will  accommodste  such 
traffic.” 

In  point  of  time  tho  canal  method  of 
transportation  is  not  so  slow  as  la  com- 
monly supposed.  In  theory,  freight  can 
eaa  be  tasked  from  New  York  to  Buffalo 
and  arrive  there  the  " second  moraing,” 
while  by  canal,  freight  may  be  sent  so  as 
to  rea^  the  same  destination  on  the 
" fourth  morning.”  As  a matter  of  fact 
rail  freight  shipments  may  be  three  or 
four  days  in  reaching  Buffalo,  or  more, 
while  a week  is  considered  an  average 
time  these  days  for  the  transportation  nf 
heavy  freight  by  canal  in  modern  barges. 
When  there  Is  no  greet  haste  to  make 
deliveries,  that  Is  when  several  days 
make  no  espedal  difference,  the  questiow 
of  speed  does  not  enter  much  into  the 
eoiudderation. 

In  view  of  the  fact  that  the  State  of 
New  York  has  spent  |160/)00,000  in  the 
improvement  of  its  canal  sybtexn,  many 
of  the  organizations  of  business  men, 
such  as  Merchants'  AasociatioD  of 
New  York,  are  urging  shipper!  to  keep 
this  waterway  in  mind  when  routing 
thrir  merchandise.  The  Traffic  Bureau 
of  the  Merchants'  Association  has  issued 
a table  of  comparative  rate#  and  has 
urged  thsi  every  effort  be  made  to  sus- 
tain a canal  and  lake  service  between 
Buffalo  CUea^'* 
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Curve  of  the  Food  Cost  of  Living 


POTENTIALS  OF  PRODUCTIVITY 


The  McUl  Barometer 


Alien  Migration 


Baildiog  Pernita  (Bradstreel’e) 


MEASURE  OF  BUSINESS  ACTIVITY 


Bank  Clearings 


Comparison  of  Week’s  Commercial  Failures  (Dun’s) 


W«(k  £Dd*d  Week  Ended  Wwk  Ended  Week  Ended  Week  Eladed 


Failorta  Hontha 


tioe.osojeo  v*.a' 


OUR  FOREIGN  TRADE 


|4. SOT, 120,001 


of  «*P«U. *JC.OTIJ83  *1,360.437.81 


Cost  of  Money 


loam  r.V4®6  0 eO'i  « 3V4  10  6p7  0 

> Ioann.  00-W  days 6 C041  7 OH  0 OSH  <1  QOH 

noDUu 6 ®6V  SU60H  TH  6H  » 98%  0 

iDor.  dUe'U,  4-Q  moa.  ..  SHOO  OHOO  7H  S S SH 

Foreign  Govomment  Securities 

iBti  Con.  2H% 48^®4TH  dSnSs’  43HO-Mh"'  40H<w6h  OlHg^ 

Brltlil)  3%  aSHOSS  8SHe»3  3SHOS3H  S3  6»4K  

BrUlili  4H»  SJW  Sl'i  SlSiWTH  TSUeTSH  STHCSTH 

“ rcb  rentoB  (In  Pario) 00.00000.30  OO.DOffviO.W  60.40«>00.U0  OO.SOffOO.ak  01.10601.16 

ich  War  Loan  (In  Pari*).Bl.45  81.45  ' S6.!!0e81-40  87.60  

Bar  (aold  and  Silver 


lUHc^eiHc 


113a9d6112a 

SSHdOSSd 

S2H<^i'ic 


IlOa  lldeiVfB  8d 
42Hd63UHd 
0SHc4»3Kc 


U6c6116a  

OlHdeOOHd  OlHdgOSd 
D8c6S0c  1.10H61.0SH 


Average  of  Wholesale  Prices 
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New  York  Stock  Exchange  Transactions 

August  27t  1921 


Hlfbun  ui<]  Bomat  price*  of 

Week  Ended 


Total  Sales  2,986,999  Shares 

— iMt  Dividend 


— L**t  Waek'*  TrtjuactiOB* 


ADAMS  KXPRE8S  13,000.000 

Adv&nce  RuumI; U.ICS.OOO 

^v*m  *’*1^000 


40H  i(Hi  38% 


ALuka  ^tuf’oTlL '(%'dl 

AlICKheo*  A Weetam 

AJl-Amartcan  Cal>l«  


IH  + 


AUla-ctieJiuera  k 


C Q 


5?S 


>-  Cm 


t » 


n,arfi.37o  u«.  . 


I.  UtiaeoJ  Co,  pf... 


(»H  0S%  08% 


0S%  03%  03% 


a Tobacco 


12%  43%  37%  38% 


105%  105%  f % 

117%  121  -f  2% 

110%  120%  + 2% 

SO  S8%  - 1% 


.lU.^500” 
! hIbssIioo 
: o;7oe:ioo 


Aoodalod  D^^Godd*.^.. 
Alclilwin,  Topeka  A Bonti 


AUaotlc  HMlnlns 

Atlantic  Retlnlnc  pi 

as  SK 

Aoatin,  N.  A Co.  (ab.l 


8ALDWIN  LOCOUOTITB. . . 


net  Lc^er  (aS.I.. 


Bethlehem  Steel  B%  pt.. 


Booth^glehcrlca  let  pf.. 
Brooklyn  Union  Gae.... 


28%  5%  1.1% 


?%  3%  o% 


k Superior  <|10).. 


07%  48%  85%  53% 


Jutv  it  CaS  Vj'.  i'.>  Th.*liL*7«'pK; 
I Aunt.  Si  Central  Leather  


Oeatral  lAaiher 


nicaco  A Mlon........ 

Ctl-  A B.  Ill-  pt..  iiq.  T 
C.  A K.  1 pf-,Ba.t.r.,l» 
Chleacn  tireat  Weatero 
ChlcaitD^ 

CltlSlIo  A Northwftera 
Cblcaco  PneumaUc  TMl 


0% 


. . . . 75,000.000 
fa..  30.413,100 
fa..  35.13S.800 
18,000.700 


a =■■; 
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New  York  Stock  Exchange  Transaction* — Continued 
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The  Trend  of  Baud  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 

Week  Ended  August  27  Total  Sales  $41,844,000  Par  Value 
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The  Annalist  Barometer  and  Business  Index  Line 


p»rucui«riy  on*nv  ~ 

eouiw  pix-porttre  lnv«».rfc 
fcily  w«»r  «it  many  •tockhojdci^  Wllh  too 
market  In  oucb  coadjclon,  nltd  with  toe  public 
at  larre  no  lntcr«ot  lo^etockfc  oay  to 

b^e  been  In  the  baoda  of  pro- 

foaiODai  speculators,  most  ^ whom  are 
operstinic  for  the  decUoA.  Tae  result  bas 
been  a steady  hammirina  away  at  most  of 
toe  repreaentatlee  issues 

S»'3 

money  eooditloos  and  praoably  to  the  ab- 
sence of  any  disquletlny  news.  st«ks  rolled 
rather  sbairly.  bnt  «\-en  this  r^y  not 
hare  toe  rosy  comp^M  such  as  is  pro- 
duced by  UbersJ  ^ 

SO^t  news  catberina  acency  ot  a 
that  toe  dlrldcnd  of  Mexican  Petroleum  had 
ben  deferred,  when  as  a mattM  of  ^ the 
corporatloa'a  &ecutlTe  Committee  has  al- 
ready Toled  to  pay  it.  aad  an  unseWing  ^ert 
on  Aocks  for  a few  hours  Thursday.  Their 
sharp  rebound,  wtem  toe  erroneous  stalenwnl 
was  eorrect*d.and  their  fortber  upswinc  from 
that  point  >»««  aided  In  prorldinir  toe  ground- 
work for  a rally  whlto  probably  wtU  test  the 
streoxtb  if  toe  professionals. 

Bainoad  sto^  hare  tended  toward  fUbbi- 
s raflecUon  of  toe  disappointment  that 
CoDCTOSB  adiourped  without  pasoln*  Hip  re- 
hJsSng  measore.  It  te  scnerally  Me^ 
that  thU  measure  wfll  -TcntuaBy  ro  thmuglx 
but  Immediate  aid  is  out  of  the  question, 

It  probably  win  be  toe  turn  ottoe  yw  be- 
fore toe  roa>ls  are  able  to  financial  as- 

ofatance  from  toe  Goremment.  Inthe-me^ 

time  thdr  month  by  month  earninsa  are  ex- 
hlhltinx  healthy  ealos.  and  despite  toe  p^- 
pooemeal  of  Goreramintal  asristanca.  the  ^ 
pressloQ  prerails  that  they  bare  pasart  tM 
^ia.  June  eaniinss,  for  toe  prlndpa!  rall- 
njada.  show  a net  of  f51.Wl.014.  as  compared 
imh  a defldl  of  S15.2IOJW  for  toe  saro 
month  last  year.  The  operatlnc  ratio  f^ 
the  month  was  8£.53  i>er  oenL,  m ayai^ 


security  prices  should 


be  resnmed  be! 
ly  to  detom^ 


prediction 


fuUBlins 


biainess  aitoatioa  today 
to  the  COOStTOCt^  0 


hidden  by 


r result  of  many 
r CDIUtTUCtlOn. 
the  casual  ob- 
it to  toe  belief 
e re-mnstruetJon 


eituatiun. 


r%ther  tbmw  the  industrials  ai 
Inf  of  tb^  immediate  probi 
galnlDf  of  their  eqoiUbrlam  I 
The  departure  for  Mexico 
Ore  prominent  oil  corporatJ' 


fUMSS  Tvmunm-ni.  •••».  v.-^  .~- 

market  wUl  be  sUfhtly  lower  than 
e.  but  for  which  moderate  prices 
alned  by  the  rroweia.  It 
lytnf  erw  ’ iherr  is  tat 

a crop  wOl  afab  put  In  fo^  a 
I of  peo^  and  eliminate  many 
lOtu  spots.  The  tmprorement  In 
If  Bitnadora  conUnoes  api^.  The 
laare  system's  ratio  ahfblts  an 
^ the  ^^'rork  bank 
tr^ted  to  further  loan  reductions, 
letlon  of  currency  and  contlnned 
'm^ets  the  tendency  continues 
T^tment  rather  than  speculation. 
rartOes  whkn  are  safe  and  son^ 
r a hlfb  Interest  rwte.  and  whlrt 
er  loDf  periods  rather  than  stocks 
dependent  upon  month  to  month 
The  bond  market  has  her.  firm 
and  all  standard  offerinfs  made 
readily  aheorbed.  “The  stock  m«- 


sltuaUot 

moWhs 


turn  of  Industries'  comer.  Doth  wheW  and 
cotton  have  responded  readily  to  reports  in- 
dlcatlDf  rc\luceJ  total  proJnetlon  Cotton  tn 
partU-uUr  has  cxportenccd  a lobust  advanco, 
amountlnf  to  apuiuxlm-ately  15  per  bale  dur- 
inr  toe  last  wi->k.  Shlpm-nts  m fraln  and 
—‘on.  while  steady,  are  far  talow  normal, 
probably  to  too  tvstrlelcl  buylns  power 


whlch^ 

brunlclpar' 8*.' 


«1  tho  7Sts  l«uo^hns 
to  hold.  It  was  quoted 
>r  n (Irop-bacJi  to 
ssue  price.  Tlio  bVcnch 
^parl^^  wlth'tfio^'^nlsh 
m-sIdcrlDf  toe  rvspeoiTvo  Gov- 


t la  'cotdlneJ.  however,  to  partlculor  In- 
!»trl«s^  elvlnf  the  federal  situation  a spotty 
^ llS^ar  aspecL  Unomploymml  has  d^ 
rJoped  Into  a serloiti  problem.  The  cominf 
noter  will  probably  be  an  extremoly  dlfn- 
ult  one  front  an  economic  standpoint  and 


eompUshed  t 

of  ISS. 

Stocks 

IRREGriAR  and  spotty^cotamo^ln 

da?  i^rk-^L  ^ ■lYaMac^^^ 

K Ehichanfc 
oxeepUon 
extraordJ- 


Foreign  Excitange 

rn  HB  slfnjnit  penro^^pocl  < 

rancemenu  to  liUchnne  her  Aug 


gold  marka  has  been  in  privuross.  pleco  by 

Rlcco,  for  sovcml  Wooka,  and  tool  the  wam- 
if  of  too  ReparoUons  CominMlon  that  the 
rxdianROS  must  not  nguln  be  violently  dis- 
rupted. as  toow  have  b^:n  onco  or  twice  iiur- 
Inc  the  preliminary  oss^mbllnf  of  credits,  haa 
not  foDo  unheeded. 

Exchange  on  fonlfn  eounlrles,  fenerally,  la 
to  be  found  at  a higher  lewl,  but  It  has  been 
a teclinlcnl  slralgblonlna  out.  dtie  to  an  over- 
sold condition,  which  hos  been  ivsponsible. 
ratoer  than  to  any'  genuine  (Yilllbrium  which 
hare  not  beencxlraordlDartly 
wide.  J5ut  the^hnrp^lll^  wlik^  oecuirol. 

Interest  In  all  exchanges  has  boon  a large 
and  unwelldy  one  ,\nd  that  It  has  not  token 
a great  amount  of  purchaoiog  to  cause  mod- 


toT**Unfte^Su{ci'*Rubber  as  at  TO  and  too 
7s  inactive,  but  quoted  slightly  above  par. 
The  Vlrglnla-Csiroilna  Chemical  Company  3s 
ww  at  91.  the  same  level  aa  the  THs  oceu- 

w!to**^the  N%th  Western  Bell  Tele- 
phone 7s  at  105  and  the  Wcslerri  union  ou* 
al  894%.  The  Inlerborough  Bs  sold  at  -v' 
and  the  Brooklyn  Rapid  TTwnsll  Ts  were  at 
54  and  toe  gold  5s  at  3Z*4. 


neglech  Bv 

Bmisi»'*texllle  have  been  ex- 

tremely slow  In  making  rotten  ^^nmltments 
inerclal  uchange  ^^anwUons  aiw  more 
than  they  are  to  diminish.  l?ero  and  Iherc. 

I be  heard  dlKUSsJons  about 


Money 


<ew  Tork  shows 
t dlvtiict  Is 
rather  than  nattis  *w 
period  of  toe  year  when  funds  would  ordl- 
narOy  be  flowing  westward,  northward  and 
southward,  to  aid  In  harvesting  and 

w'Ais  ss 

of  the  year.  have  but  one  csplanatlon. 

that  ewlanatlon  Is  to  be  found  within 
the  bank's  statement  itself.  It  Is  toe  re- 
flecUon  of  toe  heavy  llquIdaUon  of  rom- 
merctal  loans  hera.  conplcd  wllh  toe  rtrody 
hammering  away  with  rold  Imports,  ir  toe 

V-rTin^Mi  and”tra.1e  situation  con- 
tinues dull  and  does  not  suddenly  call  for  this 
money  for  rommeroal  enterprises,  as  now 
■tniffcelv-  AS  would  1>J  expected,  the 
actual  rales  In  the  money  market  have  re- 
flected toe  further  eadn<  of  toe  strato  and 


riclal  suptjort  wh 

armament  conference. 

'The  range  of  Btorllng  > 
was  approximately  five 
portlonal^range 


csrtsbllshtnant 

supply  afU- 

I ne^cd.  'The  problem. 

r at^  the  ^Slhroiilng  dls- 


storilnif  torou^  toe  J3.70  flgure,  the  higheet 
point  since  July  R The  Tow  was  S.tiSH- 
Paris  exchange  sold  up  to  T.klik  ^ 

_■<>.  •>,.  nr  T NDu  while  Holland 


sterling  In  Intcrnallor 

but  small  effect  thus  lar.  oui  pjvoajii.  "nj 
be  rworded  In  a high  place  tn  financial 
history  when  toe  minor  events  of  toe  week 
have  been  obliltratod  by  time.  It  will  mean. 
In  effect,  that  hereafter  internallonal  b^ns- 


r rerognl- 
can  dollar 


1919.  Although  U 
000.  tost  Item  wa 
• - - - on  Ito  « 

clrc'ilatl 


eroment  will  be  Immjdtolcly  ***^J“^  cUnes  of  elrc'ilatl 

The**Myment  of  l^ls  regular  |l^  SSlIlSm  ^ng' 
d by  toe  RaU^  Stoel  Company  and  by  h,,h 

or  two  otber_  prompt  rorporollons  has  j?* 


dually  strong  upward 
cent.  New  Tork,  Inelds 
highest  combined  res»rv 


lowest  pomt  since 
e dep>dU  Increascrl  32.Sb2.- 
I completely  absorbed  as  an 
%sh  r«sej-ve  position  by  de- 
m and  growth  of  gold  hold- 
’ cajih  ^0  deposit  and  note 
Feb?l5,'^!n8.  Thf 
bank  al 


Iron  and  Steel 

GALNS  of  toe  previous  week.  In 

the  mslnuinlng  of  advanroa  asUbilshed 
In  pig  iron,  an  inensasod  denied  for 
structural  material  and  toe  own  dcelaraOon 
of  a price  war  by  too  United  SUies  8t^ 
CorporaUon  on  tho  indep-ndents  liave  served 
^Iven  the  dull  days  for  the  Iron  ant^teel 
uslry,  and  these  preliminary  sUrrinp 


Bonds 


i.i'i.rt;;  «7“ 

liquidated  In  this  district  durimf  Ihe  lost 
leaving  J974.5»,000  loans  on  hand.  T^e 
--irt  of  toe  bJ’^r'grSn 

m In  cash  reserves,  of  which  *25.- 
e throug'n  toe  gold 


sater 


week,  and.^  In  spUe  of 
IndusL^  l^tols  country  u 
traimac^na^  toe 
>n  somewtat  upon  toe 


' operating 
t trofflc 


n toe  .oven’sh 
clips  dUtely. 


s°nof°<l?fflcuIl  to  fwo^st.^  w... — — 

should  "iTbualneM*  revival  aUrt  Imroe- 
• 1 ^bardl^  iho*  cnr"to”mS?« 
"apprejlabte^acnt  In.  the.  vast  reserve 


tost  tnMy  eor^rs 

is°using  vastly  ion  money,  froi 
than  In  ordinary  times.  ^'^Is 
but'  ot  a"'#^  IniTe  number. 

larged  psychological, 
months  ago  time  money  woa  d: 


probably  todlcat* 



as  It  matcrialixos.  , , 

Probably  tho  most  Important  development 
of  toe  week  was  the  doclaraUon  by^  the  united 
further  cut  In  ^rioes  bjr  the  Indepa^dento 
^dely 'construed  In  the 

taslnlw^U)  the'^U  of"  lts*rescurccs  and 
posalblllUes  and  will  not  let  a possibly  lu«- 
live  contract  go  to  a rival  ^through 
oVry.'’ch“rman'or  Oio  corporaflon.  arc  un- 
mlstakable.  "When  tho  subsidiaries  of  toe 
Steel  Corporation  ascertain  to  a certalnW 
that  large  and  Important  todepend.-nU.  sP 
called,  are  soiling  at  kn- 

-.Jb^|Jlirlea  will  mo«t  toe  new 
dared.  "They  do  not  pre- 
, In  catabllsIiliiB  lower  prices. 

.‘ii'SS.'.VKTollSffi 

of^roduclTta  by^r 


, complete  that  the  pig 


bm»  fnlerestlnjt 

start  after  »mn  husineat  that  now 
consideration  and  that  probsbiy  wilt 
I the  market  before  September  Is  out. 
luraging  sign  of  Ihe  tlmca  is  the  fact 
Ijig  iron  market  hM  bee^enaWrf  to 
u.fi  MB  thn  nAvnnee  In  nricns.  whlclf 
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froin  W)  <^«nu  tu  f2.  Some  Incrcnied 

Ili^lryJ^  Uj^bo  I^dln^JoperoU 

urw  (lowly  rOHu'inlnK,  I’lankis  lioUl^oKIcn 
bulUlliujB  ami  similar  alrjclurea,  on  which 
ur  sloppnl.  pending  price  nmljuatnicnt*.  or.^- 
bcirr  rtvalarlcd.  One  of  Uio  JournnU  of  the 
trade  Is  authority  for  the  (talemcnt  Dial  up- 
ward of  12.000  tons  wore  placed  last  week 
to^i(^iavo'bScn"addod\o^tKo°ac^^  ul'r^ 
in n'w^aie  n"" 

hitch  cost  stock.  In  some  rosos.  Is  running 
“'L  piniiu  which  rpeclallse 

In  this  sort  of  steel  have  rvoclvcd  sufficient 
orders  during  tho  last  two  weeks  (o  rooln- 
Isln  current  production  KChixlulea  during  the 
inontli  of  Septomber.  Uoiit  of  this  business 
goes  to  Centra]  Westem  mills,  which  have 
bocn  lagging  bchlnd^ln  op^^ratloM  during  most 

the  trade  about  German  competition,  particu- 
larly In  rrajMt  m cotton  Ucs.  However,  it 
tracts  of  importance  have  bwr  secured  by 
^^Intcrmlricnt^lnanclsl  reports^fr. 
two  or  three  mont?ks  ago.  are  ft 
couraglng.  It  must  bo  remembered,  bow- 
tho  wheel,  anti  that  bualneas.  In  the  mean- 
while, has  shown  some  degree  of  Improve- 
ment. small.  It  is  truo,  but  nevertheless,  dis- 
tinct. One  of  these  reports.  Just  at  hand.  Is 
for  the  June  80  quarter  nf  tho  Colorado 
Purl  & Iron  Company,  showing  a deficit  after 
Intorest.  taxes  and  depreciation  of  f273,7fl2.  as 
compared  with  surplus  of  8.VM.B27  In  tho 
previous  quarter  and  *1.1112,571  in  the  same 


Import  trade,  nutatlera  o 


y goods  ninans  t 


TexHles 


A} 


r least  ^^lack^f 

I was  plainly  Indicative  of  a 

rapid  approach  of  the  bclween-scasons  period. 
Trading  continued  on  a fairly  ample  scale, 
all  things  conalderad.  but  (hrre  was  nothing 


« them  was 

more  active,  mostly  for  deliveries  this  side  of 
Nov.  1.  and  prices  advanced  to  a basis  of  VA 
to  TS  cents  for  spot  SSU-Inch  «4-«  prtnt- 
clolhs.  For  38-lncb  5»-d0.  fouryard  sbectlngs. 
a base  construction  In  those  goods,  sellers 
were  asking  8U  cents  at  llie  close  of  the 
week.  About  the  only  other 
portance  in  the  cotton  goods  during  Uic  week 
was  the  advancing  of  certain  branded  lines 
of  outing  flannels  batf^a  a 
was 'productive  of  the  final  Spring.  1922. 
openings  of  the  largest  factor  In  the  Industry. 
The  goods  tendered  to  the  trade  at  these 
openings  were  priced  i 
relative  bases  as  tho 
woi^s  back.  Buyers  w( 


appear  to  bu  evenly  distributed  among  the 
semng  huiisus.  Tho  call  Is  mostly  for  house- 
Tho  further  strengthening  of  tho  prices  for 
heavy  cloths  maricod  Uie  burlaps  situation 
here  during  the  week.  Buyers  were  more 
uctlve  than  had  been  anticipated,  In  vlow  of 
their  holil-off  tactics  of  the  previous  week, 
and  a nice  volume  of  merchandise  was 
(lemun'd  w"  factor  in  the  Improvod 

rupee  cachonges.  sterling  and 


Shipping 


• liquid. 


c brought  back  Inin 


ping  Board  on  account  of  ships  bulU  'dui 
While  Chainnaa  L«skcr  may  declare  that 
there  has  been  a tremendous  waste,  the  fact 
remains  that  large  and  Just  claims  arc  rest- 
ing against  the  Shipping  Board,  and  when 
Uio  time  comes  ft>r  selling  off  the  Govem- 
otThe  n**  **  Ilf  be  **l.^f**’*'^ 
for  the  vessels.  The'  ‘’Ihlppli^  Kid"^TOt 
expect  lo  obtain  any  great  amount  of  money 
through  the  liquidation  of  the  property,  and 
each  day  this  llquIdsUon  Is  postponed  the 
potential  recclpLe  grow  smaller.  The  Hoboken 
fire  of  this  week,  which  did  *50.000  worth  of 
damage  to  the  Leviathan.  U but  a passing 
Incident  In  the  whole  problem.  During  the 


ibfr*^  lo'the'^'lmrt  Ihot  the 


two  ships  1.. 
e made  during  t 


! days  of  1 


by  the  coming  of  co^er  wei 


« solved  only  ceaaful  li 


cause  Uicy  are  not  nuying  maoe-up  «. 

SfenU  ve^  ^'^t’'•^u^J^o“'"p^'^c?*Su’p^Tca7^ 

moAcUrimv^o  gJ^rehong^  the 
■ of  stocks  at  Tokohama-lbey  now  total 
0 baliw.  exclusive  of  tho  ^ndloalo  holj- 


lng»-^>roves 
Reports  from  Burt 


e silk  fabric 
M linen  producing 
,t  selling  prices  that 


icing  their  manning  scale  down 
lo  uic  ■taniiard  of  British  merchantmen.  It 
Is  hoped  to  reduce  It  still  further  to  the  Nor- 
wegian scale.  Even  that  will  leave  the  wage 

When  Uic  Shipping  Board  puts  Into 
promiseil  bareboat  ebartcr  plan  American 
steamship  owners  will  once  more  iK  given  a 
chance  lo  compete  with  Uio  State-owned 
fleet.  Tile  bareboat  charter  plan  mean#  that 
the  cost  of  operating  the  ships  will  be  shifted 
from  the  United  States  Treasury  lo  tho 
pockets  of  the  ship  operators.  Naturally 
cnou^.  the  Unltec^States  Ship  OiMrato^As- 

eroment  fleet  for  oimwt^n  by  the  f^w  large 
and  powerful  steamship  companies. 

But  with  an  Impecunious  Congress  In  power 
the  Shipping  Board  has  no  altomaUve  but  to 
do  everything  ^possjbl^  to  rat  doi^n  expenses, 
sity  to  adopt  the  charter  for  allocation,  arc 
but  a part  of  tho  general  program.  During 
the  past  week  the  Shipping  Board  announced 
Uial  where  two  vessels  are  berthed  on  the 
same  run  and  the  freight  offerings  arc  small 
one  of  the  vessels  will  be  withdrawn.  Thli 


r tho  board  v 

FSiS!'” 

t^o'^OriSt."'’* 


mploycd.  The  board  Is 
irccted  its  PscUlc  Coast 
ok  any  more  lumber  for 

from 'pugei  Sound  lo  Js^  during 
^d  September.  This  la  profluble  business 
ror^su^  ships  as  know  how  to  handle  it 

Otienti  ™aX:t’u^o^o^»n- 
sldorable  promise  due  to  the  future  bookings 
on  many  accounts  other  than  lumber.  There 


stock,— Tratuactioiu-Bond, 

STOOLS.  SHARES 


There  Salarday  ... 


States.  The  / 


'aclfle  to  Euroi 


, — mcUiods  of  the  previous 

Shipping  Board  Is  beginning  to  boar 
rulL  Ojngress  appropriate  but  *48,.'Wl).000 
-r  the  shipping  deficiency  for  the  remainder 
the  calendar  year,  stipulating  that  none 
this  shall  be  used  lo  setUo  claims.  This 
VCB  tho  Shipping  Board  lltUo  funds  to  carry 


remain  extremely  quiet  : 


futtm.  but  In  the  beginning  surplus  slot 
In  Europp  will  bo  oUlsed.  and  then  oi 
space  wUI  bo  booked  on  regul  " 


?fot“*onIy**wllfT?*^"lmi»!^b^*^u°^^^^ 
Government  to  repair  the  Lovlsthan,  hut  the 
Panhandle  State  must  go  without  steerage 
quarters  for  a while,  and  other  ex-traoo  ahloa 
cannot  for  the  present  be  fitted  i . 
tlio  hands  of  those  who  desire  to  — 
Government  get  out  of  tho  shipping  t 
Fbr  Instance.  In  slralghtcDlng  c ' " 
of  the  United  SUtes  Mall  Une  ^ 
made  during  the  past  week  b^  < 


The  tremendous  sl^p  in  shinning 
njurod  the  Stalo-ownod  neets  mor?  thwi 
ithcr.  The  International  Mercantile  Mar 
• <>  reported,  wUl  earn  something  In  cx< 


J.  week  2,l8Sg*9  2.T44.US 

o dale.  1U493.WS  l«,172JlSli  lOT,gT«A35 

BONDS  (PAR  VALUE) 

_ f VMMO  ttXMO  gll.OBI.OUJ 

WedOMday...  8.00.^  8.884 JBO  I4JU4,IXI0 


> see  the 


7ew  York.  The  latter  wUI 


10  new  Interests,  reputed  to  Include  A.  B. 
aegg  of  tho  Kerr  Steamship  Company,  and 

<ap5l#ll»C  . 

Selling  the  Govarnment  fleet  Is  beoocnlng 
Incrcasrngly  difficult  Ililj  Is  likely  to  be 
demonstrated  in  the  sale  of  the  nine  Pas- 
senger ships  of  the  United  Statu  Moil  XJne. 
It  bos  already  been  demonstrated  In  connec- 
Uon  with  the  effort  to  sell  out  the  fleet  of 
wooden  ships.  Tho  Ship  Construction  and 
Trading  Corporation.  It  was  announced  from 
Washington,  would  purchase  205  of  these 
ships  for  *2,100  each.  That  would  mean  the 
•ale  of  the  total  fleet  at  a price  less  than  It 
cost  the  Shipping  Board  to  build  one  of  the 
ships.  FurthcrE 


ers,  St,  Louis ...C..UC 

be  recondiUoaed  and  run  by  the  Polish 
ntlon  Company  between  New  York  and 
Danxig,  while  the  former,  purc.*iased  by  the 
AndcrMn  Overseas  CorporsUon,  Is  to  be 
offered  as  a traveling  exposlUon  to  go  around 
Bie  world  ^vertlslng  tho  products  of  Amer- 
l<«  manufacturers. 

comple^  a second  passenger  boat  at  the 
yard  Of  tha  New  York  Shipbuilding  Com- 
pany which  wDI,  IhU  Fall,  be  put  in  serrlce 
between  New  York  and  Cuba  In  conJuncUon 
with  the  Munamar.  The  Scythia,  the  new 
21.000  Cunarder,  which  arrives  at  New  York 

thU  week,  b 

the  British  < 


*14900.000  *IA«7,W  -*4^000 

yornr  23JS9JOO  »J5I,100  - 1.924.800 

y^relgn  4,484.000  3 400£00  osanvi 

SUts  ...V^  - »M0 

N.  Y.  City....  43,000  i«;ooo  + fr.OOO 

ToUJ.all.... *41344.000  *47304.000  - *5,380.000 


^ ships 

. jack  lo 

' which  sales  con- 


considered  I 

a to  What  a iranaat- 
sbould  be.  She  la  a 
...V-..U.U-...-..3U  Of  moat  modern  de- 

sign. Tho  Hollsnd-Amerlca  Une  has  started 
the  construction  of  tho  new  Slatendam,  a 
32.000-ton  nofisrager  ship,  for  the  transst- 
l^llc  trade.  This  Is  the  largeeL  ship  of 
piHcb  repstry,  and  it  U expected  aha  will 
thyjwrd^for  some  time  to  come.  Only 
days  appears  to  bo  Interested  In  the  giant 
stc^hlp.  for  which  company  the  Majestic. 
M.W»  Ions,  will  be  put  In  service  next 
Spring, 

The  John  D.  .Vrcbbold,  20.300  deadweight 
tons,  the  world's  largest  lank  ship,  was 
launched  last  week  at  the  yard  of  the  New- 
port News  Dry  Dock  and  Shipbuilding  Com- 
for  the  Standard  Oil  Company  of  New 

The  Compagnic  Generale  TransaUanUque 
(French  lin^  wQl  start  lo  September  a 
monthly  frel^t  service  between  Bordeaux 
and  San  Francisco  via  the  Panama  CanoL 

Offerings  of  the  Week 

NTERNATION 
TION  *1,500, OC 

■ verUble  gold  n 
June  1.  1928  offci 
at  99  and  interest  _ , 

City  of  Omaha,  Neb.,  «300,u00  ■’M  per  cent, 
park  bonds,  dathl  May  1.  1921,  due  May  1. 
1941.  exempt  from  all  Federal  income  taxes, 
legal  Investment  for  savings  banks  and  trust 
funds  In  N.-w  York.  New  Jersey.  Pennsyl- 
vania and  all  New  England  States.  Offcretl 
¥-.i-  * Co-  Interest 

toyleld  3.34  per  cent. 

Towo^lp  of  UUIbnrn.  Essex  County.  N.  J.. 

. . exempt  from 


stock,— Averages— Bond, 

TWENTY-FIVE  RAILROADS 


TWBNTY-nVE  INDUSTRIALS 


Aug.  28  ....et.48  87.48  G9.IB  4-137  104.00 
Aog.  77  ....8830  88.48  «.»8  -.10  103.84 

COMBINED  AVERAGE  — 50  STOCKS 


BONDS— FORTY  ISSUK 


*3p2.( 


d from  6 


maturity, 

Slate  OI  s-ouin  Ushota  ja.ooo.ooo  S 
bonds,  dated  Sept.  >,  1921.  due  Sepi 
exempt  from  all  Federal  Income  ta: 


Cffered  by  Guaranty  (>)mpany  of 
Bankers  Trust  Company.  Irving  National 
Bank,  Hannaha  Ballln  A Lee.  Stacy  & Braun. 
William  R.  Compton  Cbmpany,  Amea. 
Emerich  4 and  Wclls-Dickcy  Company, 
at  102.95  and  Interest  lo  yield  about  5.73 
Consolldated'’Gas,  Electric  Light  and  Power 
Company  of  Baltimore,  *2,500.000  3 per-cent 
cumulative  preferred  stock  series  A.  Offered 


Uoa.  Offered  by  Sherwood  4 Merrlflcld.  at 
prices  to  yield  5.10  and  .5  per  cent 
Mercer  County.  Pa  . *1,500.000  5H  per  cent 
i^d  bondis,  dated  Aug.  1.  1971,  due  serially 

to  Pennsylvania.  Offered  by  Biddle  4 Henry, 
Harrisom  SmlUi  4 Co.,  Philadelphia,  Red- 
mond 4 Co..  New  York  and  Glover  4 Mac- 
Gregor. PlttBbufga,  at  prices  to  yield  5.23 
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The  Thompson  Flexible  Interest  Plan  for  Bonds 

By  Robert  0.  Litchfield 


al\va>*s  at  par,  that 
3 IS  certain  to  pa>’ 
ij  principal  and  interest 
3 when  due,  and  on 
3 which  the  rat©  Oif 
interest  paid  agrees 
alwa>’s  with  the  con- 
temporaneous cam- 
ing  power  of  money.  This  means  the 
interest  rate  on  the  bond  must  be 
must  %-ary  as  market  condiUons  vary.  To 
»ccomplL<di  this,  the  interest  rate  paid  on 
the  bond  must  be  redetermined,  reset, 
fixed  anew  for  short  periods  in  the  fu- 
ture at  reasonable  inters-als  of  time,  so 
that  time  the  rate  is  readjusted  it 

will  correspond  to  the  current  market 

This  flexible  interest  rate  is  the  key 
to  the  plan  set  forth  recently  by  Colonel 
M.  W.  Thompson  of  the  War  Credits 
Board,  who  proposes  to  create  a new 
issue  of  Consolidated  bonds  to  take  the 
place  of  the  liberty  bonds  outstandmg. 
these  bonds  to  draw  interest  at  a flexible 
rate  of  interest  which  shall  be  adjusted 
. periodically  to  the  rate  per  cent,  that 
represents  the  then  roarkrt  earning  pow- 
er of  money  invested  without  haiard. 
These  conditions  complied  with,  the 
bonds  most  and  will  stand  always  at  par. 
their  face  value  and  their  market  value 
will  at  an  times  be  the  same. 

This  plan  is  a new  application  of  a 
principle  old  as  the  hills.  The  market 
vBlua  of  a fixed  interest  bond  rises  and 
falls  in  response  to  the  financial  law, 
that  the  present  value  of  a long  term 
bond  whose  security  is  good,  depends  on 
the  relation  between  its  interest  rate  and 
the  rate  demanded  by  inoney  market  con- 
ditions: as  the  latter  varies,  so  the  mar- 
ket value  of  the  bond  varies  inveisdy. 
If  now,  the  rate  of  interest  pmd  by  the 
bonds  be  kept  at  aU  times  parallel  to 
the  money  market,  the  principal  of  the 
bond  must  stand  at  par.  The  conpOM 
on  the  proposed  new  bonds  then  will 
bear  no  stated  amount  or  rate  of  interest, 
but  instead  wiD  convey  the  promise  of 
the  Government  to  pay  the  going  rate  of 
interest  necessary  to  hold  the  bonds  at 
par,  as  such  rate  shall  be  fixed  by  the 
Treasury  from  time  to  tima  It  is  pro- 
posed that  this  rate  be  published  by  the 
Treasury  quarterly  in  advance. 

Manif^y  this  principle  is  adaptable 
to  a new  series  of  Government  refurtding 
bonds  without  r^ard  to  the  long  term 
Liberty  bonds  now  outstanding.  But  in- 
v^tors  are  chary  of  new  things,  they 
want  an  object  lesson.  To  raise  liberty 
bonds  to  par  will  set  out  that  object 
leson  as  nothing  else  could,  and  do  jus* 


With  those  holders  who  are  not  original 
subscribers,  the  Government  will  receive 
the  old  bonds  at  their  market  value  on 
some  specific  date,  giving,  in  exchange 
new  bonds  to  the  par  amount  of  such 
market  ^■aluo  of  the  old.  Any  present 
holders  who  do  not  wish  to  exchange 
may  keep  the  bonds  they  now  have. 

. Now,  within  three  years  nearly  eight 
billion  dollars  of  the  total  national  debt 
of  *24.000.000,000  will  mature.  As  this  the  market  rate  of  inter^t  S<«8 
.mount  tnmtot  po^ibly  bo  mot  out  The  ut.tkot  value  of  a,  boufc  ^ 

must  be  refunded,  drop  to  a bttle  over  80,  and  the  investor 
capital  loss.  The  supposed 


certainty  of  neither  the  amount  of  in- 
terest to  be  received,  nor  fiiuty  of  prin- 
cipal. To  illustrate.  Suppose  an  issue 
of  8 per  cent  twenty-year  bonds  is 
sold  at  par.  meaning  that  the  market 
rate  of  interest  at  the  time  of  issue  for 
that  typo  of  security  is  8.  The  bond  con- 
tains a provision  that  it  is  callable  at 
any  time  at  110  and  interest  There  is 
I fixity  of  principal  here,  for,  suppose 
• 10. 


of  current  receipts, 

and,  during  peace  times,  the  Government  sustains  - 

will  have  to  meet  the  current  market  advantage  of  a long  term  bond  is  that 
rates  of  interest  Using  Uic  conven- 
tional means  of  refinancing,  the  Trea.v- 
ury  has  two  options  at  hand; 

It  may  renew  the  securities  more 
or  less  in  their  present  form,  in 
bonds  or  notes  coming. due  within  a 
few  years,  as,  witness  the  new  series 
of  Treasury  certificates. 

This  is  undesirable  for  various  reasons. 

It  leaves  a continual  pressure  on  the  Gov- 
ernment for  early  repayment  and  re- 
quires constant  refunding.  Further- 
more, this  form  of  security  is  one  that 
is  desirable  to  investors  only  in  a small 
degree.  Many  are  not  anxious  to  re- 
ceive their  principal  back,  with  the  con- 
stant necessity  of  reinvestment  at  fre- 
quent intervals. 

The  Treasury  may  issue  long  term 
securities  at  fixed  interest  rates.  To 
do  this,  it  must  meet  the  rates  of 
the  present  money  market 
With  foreign  Government  bonds  of 
excellent  security  yielding  8 per  cent  and 
over,  and-  good  domestic  bonds  as  much 
as  74  per  cent,  it  seems  that  the  Gov- 
ernment will  have  to  offer  54  or  6 per 
cent  in  order  to  sell  the  bonds  at  par. 

Inasmuch  as  the  prevailing  opinion  is 
that  the  market  interest  rate  will  fall 
considerably  in  the  next  five  or  six  years, 
this  method  will  be  decidriy  disadvan- 
tageous. In  a few  years  the  bonds  will 
be  selling  at  a premium,  all  representing 
loss  to  the  Goyenunent  the  loss  being 
the  additional  interest  it  has  to  pay  over 
what  would  have  been  necessary  had  the 
financing  been  done  at  the  then  market 
rate  of  interest 

Another  possibility  b to  issue  long 
term  bonds  with  the  provision  that  they 
are  subject  to  call  at  a certain  price,  say 
110  and  interest  at  any  time  at  the  op- 
tion of  the  Government  This  avoids,  to 
some  extent  the  loss  due  to  a great  fall 
in  the  market  interest  rates  as,  if  the 


the  difficulty  of  constant  refunding.  It 
will  bo  available  to  the  small  investor, 
the  man  who  until  the  Liberty  Loans 
were  floated  was  entirely  unfamiliar 
ivith  the  bond  market  As  he  accumu- 
lates an  even  hundred  in  the  savings  or 
postal  savings  bank  he  can  invest  in  a 
bond,  knowing  that  under  the  Thompson 
Plan,  he  can,  should  the  emergency  arise, 
sell  his  bond  at  no  sacrifice  of  purchase 
price.  The  Treasury,  using  this  plan, 
would  find  tliat  though  it  Is  necessary 
to  pay  the  current  rate  of  interest,  when 
the  market  falls,  the  amount  of  interest 
necessary  to  pay  on  these  bonds  to  keep 
them  at  par  will  diminish  correspond- 
ingly,  and  the  Government  will  saTC  the 
amount  of  the  premium. 


Aids  Sugar  Industry 

rpHE  French  Government  has  just  is- 
X sued  a loan  of  200,000,000  francs 
through  the  “ Comptoir  National  d’Es- 
compte  do  Paris  " in  sJd  of  the  sugar  in- 
dustry in  France. 

According  to  advices  just  received  by 
the  Bankers  Trust  Company  of  New 
York  from  its  French  information  ser- 
vice, French  sugar  production  for  1921 
is  estimated  at  280.000  tons,  os  against 

165.000  tons  last  year,  and  877,000  tons 
in  1913.  But  for  the  very  severe 
drought  it  would  probably  have  attained 

350.000  tons  thb  year,  as  the  area 
planted  in  beets  had  been  increased  by 
nearly  20  per  cent,  over  that  of  last  year. 

In  1913  the  area^in  beets  was  266^00 
hectares  (a  hectare — 2.47  acres),  and  in 
1920,  only  81,840  hectares,  owing  to  de- 
struction by  the  war.  Out  of  213  fac- 
tories that  were  running  in  1913  only  70 
exist  now.  These  are,  however,  more 
than  able  to  take  care  of  the  present 


it  gives  a fixed  return,  that  is,  so  many 
dollars  a year.  In  the  above  case,  on  a 
*1,000  bond,  the  return  is  *80  a year  for 
twenty  year*.  But,  suppose  the  interest 
rate  drops  to  6.  The  bond  will  imme- 
diately go  to  a premium,  about  126.  The 
call  will  be  made,  and  the  owner  of  the 
*1,000  bond  gets  back  *1,100.  If  he  re- 
invests this  in  the  6 market,  he  will  only 
get  *66  a year  instead  of  *80.  Thus  it 
appears  that  a bond  of  this  type  is  a 
makeshift,  a compromise,  and  secures 
neither  of  the  features  to  be  desired: 
fixity  of  interest  payments,  nor  of  prin- 
clpaL  It  docs  not  give  any  assurance  as 
to  how  long  the  bond  will  run,  makes  it 
of  indefinite  maturity.  Obviously  as 
soon  as  the  interest  rate  falls  sufficiently 
to  drive  this  bond  to  110,  it  will  be  called. 

As  it  cannot  be  foreseen  when  this  may 
happen,  it  cannot  be  foretold  when  the 
bond  may  be  brought  to  maturity.  This 
uncertainty  is  undesirable  both  to  the 
investor  and  to  the  issuing  party.  In 
order  to  be  at  all  attractive  to  investors, 
it  only  provide  for  calling  the  bonds  crop. 

at  a considerable  premium.  Otherwise.  France's  normal  consumpbon  of  su^r 
the  investor  stands  all  the  chances  of  is  about  700.000  tons  a year,  and  aside 
loss  due  to  a rise  in  the  market  interest  from  home  production  s*e  gets  100,000 

rate,  without  any  of  the  corresponding 


chance  of  gain  in  case  of  a drop 
rates.  This  provision  is  regarded  with 
suspicion  by  prospeebve  purchasers,  as 
depriving  them  of  some  of  their  rights, 
and  introducing  an  element  of  uncer- 
tainty into  their  investment.  The  addi-  francs  per 

bon  of  clauses  of  this  character  in  recent 

bond  issues  is  an  indication  of  the  feel- 
ing of  the  issuing  party  that  interest 
rattt  are  too  high,  and  that  be  desires 
to  protect  himself  against  too  great  a 
fall.  This  method  is  a erode  one  and, 
because  of  the  objectionable  features  it 
introduces,  detracts  considerably  from 
the  desirability  of  the  bond  as  an  invest- 
ment. 

The  Thompson  Plan  assures  a bond 
of  greatest  impor- 
investors,  that  of  absolute  fixity 
This  means 


tons  from  her  colonies.  This  is  imported 
free  of  duty  and  only  pays  the  exci.-*© 
tax  of  600  francs  a ton.  which  is  levied 
on  all  sugar  consumed  in  France. 

The  duty  on  foreign  sugar  has  just 
been  raised  from  200  francs  to  BOO 
so  that  the  customer  now 
taxes  alone  1,000  francs 
per  ton,  whereas  the  pre-war  price  of 
sugar  was  only  350  francs  a ton. 


m as  nominx  ««  go  to  too  great  a premium, 

to  the  Liberty  be-  Tremry  bee  the  optioi.  ef  retinng  ttem  with  this  fe«|to, 

adet.  Foe  this  rcsson,  uid  es  a somd  Tbi.  ptovisioi.  i.  . ehort^p  m tfe  toce  .Pveete" 

Hiff»T«t -bases,  according  teebon  to  the  issuing  party  from  the  at  any  bme  to  P y 

chance  of  having  to  pay  an  interest  rate  higher  than  the  market  rate  for  bonds 

too  much  in  excess  of  the  current  rate.  of  similar  standing  and  seennty  of  pnn- 
The  disadvantages  of  this  plan  arc,  cipaL  As  the  bond  is  always  at  par. 
however,  great.  It  makes  the  bond  an  the  maturity  date 
anomalous  proposition,  that  it  affords 


The  War  Finance  Corporation  an- 
nounces that  it  has  agreed  to  make 
an  advance  of  *140,000  to  an  exporter 
for  the  purpose  of  assisbng  in  financing 
the  exportation  of  cotton  to  Belgium,  and 
that  it  has  received  repayment  of  *2,- 
834,880  on  account  of  principal  due  in 
connection  with  on  advance  for  financing 
the  exportation  of  grain  to  that  country. 


erty  bonds  . 
to  whether  the  present  holder  bought  his 
Liberty  bonds  on  the  market  or  was  an 
original  subscriber.  With  original  sub- 
scribers who  still  hold  their  bonds,  new 
bonds  win  be  exchanged  par  for  par. 


unimportant 
for  long  enough  a time  to  avoid 


Guaranty  trust  company  of 

New  York  has  been  appointed  trus- 
tee under  an  indenture  dated  as  of  Sept. 
1,  1921,  securing  an  authorised  issue  of 
not  to  exceed  *300,000  par  value  8 per 
cent  two-year  secured  convertible  gold 
notes  of  the  Commonwealth  Light  & 
Power  Co.  due  Sept  1,  1923. 


lated  cover  a sufficiently  broad  section 
of  commodities  as  to  be  fairly  repre- 
sentative. This  makes  such  figures  ex- 
tremely useful  for  showing  the  general 
trend  in  retail  prices.  For  this  purpose 
alone  they  are  worth  getting. 

Wage  wiD  and  must  be  settled  on 
another  basis.  But  cost  of  living  figures 
may  be  used  to  show  the  mass  of  work- 
ingmen that  wage  rates  among  the 
various  groups  roust  be  leveled  out  A 
strong  organization  among  the  building 
trades  to  hold  up  the  wage  rate  of  last 
year  is  surely  one  factor,  in  high  rents 
that  other  less  fortunate  workmen  have 


Cost  of  Living  and  Wages 


ContteueO  froi 

to  pay.  Against  fuel  is  charged  not 
only  the  high  wages  that  the  railway 
brotherhoods  are  striving  to  mwntain, 
but  also  the  wages  of  the  coal  miners. 
This,  too,  would  be  a useful  service. 

A fair  principle  of  determining  wages, 
however,  must  approach  more  nearly  to 
payment  by  results.  We  have  not  yet 
gone  beyond  general  pragmatic  methods 
in  wage  fixing.  That  wage  is  fair  which 
works  out  practicaUy,  in  the  minds  of 
employer  and  employe,  fairly.  Into  this 
sense  of  fairness  wUl  be  interwoven  the 
multitndinons  elements  that  go  to  de- 
termine a wage.  The  sense  of  fair  will 


be  born  of  a desire  for  fairne.«s  on  both 
sides.  A spirit  of  fairness  will  most 
certainly  be  the  result  of  a tempered  bar- 
gaining, supply-and-demand,  method  of 
setting  wages. 

To  this  I must  add  what  I have  said 
elsewhere,  as  comprehending  the  sum  and 
substance  of  what  I want  to  says 

After  all,  what  will  count  for  most 
in  the  business  of  coming  years  is 
the  training,  the  skill,  uie  intelli- 
gence, the  willing  cooperation  and 
the  persistent,  unweaned  effort  of 
each  people.  . , 

TwAnical  skill  and  managerial 
ability,  the  general  level  of  intelli- 


gence, the  willing  co-operation  and 
the  will  and  the  power  to  use  these 
powers  effectively,  will  overcome  all 
handicaps.  Each  group  will  find  its 
own  economic  level,  that  level  de- 
termined by  its  relative  productive 
capacity.  Fortunate  geographical 
location,  where  resources  are  abun- 
dant and  communications  are  eoa^, 
will  give  advantage  to  some.  This  is 
inevitable.  All  of  these  things,  how- 
ever, may  be,  indeed  have  been  and 
will  overcome.  The  rollective 
will  of  a people  cannot  be  withstood. 

It  is  this  spirit,  and  not  cost  of  living 
or  coldbloodrf  bargaining,  that  will  de- 
termine a fair  wage. 


New  York,  Monday,  Augmt  29, 
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Alarm  Over  Unemployment  Lessened  by  Study 


•eapondenee  of  The  Annalist 
WASHINGTON,  SepL  3. 

HEN  tho  Com- 
missioner of  La- 
bor Stati.HticB  of 
the  Department 
of  Labor  made 
the  statement, 
in  a communica- 

grress,  that  “ the 
best  estimate 
that  can  be  made  from  available  sources 
of  information  is  that  there  are  at  pres- 
ent 5,736,000  persons  unemployed  in  the 
United  Stales,”  a situation  was  created 
which  demanded  instant  analysis  and  at- 
tention. It  was,  in  fact,  an  assertion 
which  fni^ht  very  well  have  far-reaching 
con.sequenccs.  It  was  published  in  The 
Congressional  Record,  with  words  of  ex- 
planations and  tables  attached.  The  com- 
plete text  of  the  communication  served, 
somewhat,  to  soften  the  sensational  qual- 
ity of  the  bare  announcement  os  to  the 
estimated  number  of  unemployed,  but 
oven  at  its  beat  a mort  distressing  pic- 
ture was  presented.  Numerous  press  re- 
ports which  made  much  of  the  total  cited, 
and  little  of  the  words  of  explanation, 
provided  very  acceptable  food  for  the 
alarmists  throughout  the  nation. 

It  was  important,  thervjforc,  that  a de- 
tailed and  definite  analysis  of  the  situ- 
ation sliould  be  made.  Reports  had  been 
coming  in  to  several  departments  of  the 
Government  that  some  branches  of  in- 
dustry and  trade  were  struggling  des- 
perately to  increase  their  activity  and 
make  a move  in  the  direction  of  " nor- 
malcy.” At  best  the  struggle  was  a hard 
one,  fraught  with  many  doubts  and  dif- 
ficulties, but  the  indications  were  that, 
slowly  but  surely,  progress  was  being 
made  and  confidence  was  being  restored. 
But  with  the  announcement  that  there 
was  an  estimated  total  of  5,736,000  un- 
employed in  the  country  the  question 
was  asked  by  many:  “ How  will  this 
statement  affect  the  struggle  to  bring 
about  belter  conditions?  " 

Certainly  the  existence  of  such  a huge 
total  of  unemployed  would  not  forecast 
a healthy  market  for  the  sale  of  the  out- 
put of  American  industries;  it  could 
scarcely  be  hoped  to  encourage  the  stim- 
ulation of  the  automobile  industry,  or 
the  clothing  industry,  or  for  that  matter 
any  industrial  acb'vity.  There  had  been 
a marked  increase  in  activity,  for  in- 
tiance,  in  wool  and  shoes;  the  wholesale 
trade  was  reported  os  accepting  a hope- 
ful view  of  the  Autumn  and  Winter  busi- 
ness, and  retailers  were  in  a mood  to 
prepare  for  belter  times.  Would  this 
continue  in  face  of  an  official  statement 
that  there  were  6,736,000  unemployed? 

The  spreading  broadcast  of  the  state- 
ment may  not  have  been  the  controlling 
factor  in  influencing  President  Harding 
to  decide  upon  a national  conference  on 
unemployment  to  be  held  about  Sept.  16, 
but  it  is  significant  that  announcement 
that  a conference  would  be  called  was 
made  on  Aug.  29,  soon  after  the  report 
of  the  Bureau  of  Labor  Statistics  was 
sent  to  Congress.  This  announcement 
contained  the  following  statement: 


By  Rodney  Bean 


''ITicobject  of  the  conference  will  be 
to  inquiie  into  the  volume  of  needed  em- 
ployment, the  distribution  of  unemploy- 
ment, to  make  recommendations  as  to 
measures  that  can  properly  be  taken  in 
co-ordinated  speeding  up  by  industries 
and  public  bodies  during  the  next  Winter, 
and  in  addition  a broad  study  of  the  eco- 
nomic measures  desirable  to  ameliorate 
the  unen:pIo>'mcnt  situation  and  give  im- 
pulse to  the  recovery  of  business  and 
commerce  to  normal.” 

The  fact  of  the  matter  is  that  two 
conclusions  were  reached  when  this  an- 
nouncement was  made.  They  were:  (a) 
If  so  la*^e  a number  are  unemployed, 
in  the  true  sense  of  the  word,  in  the 
United  States,  steps  should  be  taken  to 
prepare  for  a serious  situation  during 
the  Winter  months;  and  (b)  if  the  total 
of  unemployed  is  but  half  or  less  than 
half  of  the  total  cited  by  the  Bureau  of 
Labor  Statistics,  as  a number  of  expert 
observers  believe  to  be  the  case,  this  fact 
should  be  established  definitely  without 
unnecessary  delay  and  the  actual  condi- 
tions made  known  to  the  country. 

A NUMBER  of  officials  in  Washington 
are  not  prepared  to  admit  that  actual 
unemployment  in  the  United  States  has 
reached  a total  of  6,736,000  or  anything 
like  that  figure.  The  Commissioner  of 
Labor  Statistics  based  his  estimates  on 
the  difierences  in  the  numberTi  of  em- 
ployes carried  on  the  payrolls  of  certain 
selected  industries  during  July,  1921,  as 
compared  with  the  peak  of  employment 
in  1920.  This,  it  is  contended,  is  not  a 
safe  basis  of  computation.  It  also  is 
contended  that  the  survey  was  incom- 
plete in  scope  and  that  there  are. many 
factors  which  should  be  taken  into  con- 
sideration in  computing  actual  unem- 
ployment, such  as  the  introduction  of 
part-time  employment  in  some  indus- 
tries, the  floating  unemployment  due  to 
the  turnover  of  labor  and  the  absorption 
in  industries  and  occupations  not  covered 
by  the  survey  of  many  thousands  who 
were  attracted  temporarily  to  the  indus- 
tries on  which  estimates  were  based  by 
high  wages. 

Few  are  brave  enough  to  venture  the 
opinion  that  if  the  total  of  unemploy- 
ment actually  is  6,736,000  any  steps  can 
be  token  which  will  adequately  handle 
the  situation  or  prevent  a very  serious 
condition,  with  attendant  suffering,  dur- 
ing the  Winter  months.  To  provide  for 
the  welfare  of  such  a huge  army  of  un- 
employed would  be  a truly  herculean 
task — one  which  mortal  ingenuity  might 
very  well  be  unable  to  accomplish. 

But  there  is  no  tendency  on  the  part 
of  prominent  Administration  leaders  to 
agree  that  the  total  of  5,736,000  presents 
the  true  picture  of  conditions.  They  are 
of  the  opinion,  rather,  that  a careful 
survey  will  show  that  not  more  than 
2,600,000  are  unemployed,  in  the  sense 
that  they  arc  hunting  for  jobs,  and  fur- 
ther that  at  least  1,000,000  may  be  sub- 
tracted from  that  total,  in  Gguring  the 


floating  unemployment  due  to  turnover 
and  other  causes,  thus  leaving  a total 
of  approximately  1,600,000  to  be  taken 
care  of  if  serious  conditions  are  to  be 
averted. 

It  IS  the  belief  of  those  who  are  ar- 
ranging for  the  national  conference  on 
unemployment  that  emergency  means 
can  be  found  to  handle  such  a situation, 
and  there  are  a number  of  suggestions 
of  great  interest  to  be  put  before  the 
national  conference.  In  the  meantime, 
while  investigations  are  being  made  and 
plans  formulated,  industry  and  trade  arc 
being  encouraged  to  take  a hopeful  view 
of  the  situation. 

T^HATEVER  else  the  national  con- 
ference  may  accomplish  it  will  place 
before  the  country  as  faithful  a picture 
as  it  is  able  of  the  conditions  faced.  Al- 
ready an  investigation  is  under  way  to 
obtain  carefully  computed  tigures,  by 
cities,  of  the  actual  unemployment  and 
of  the  economic  facts  having  a bearing 
on  the  situation.  The  theory  is  that  if  a 
serious  condition  of  unemployment,  such 
as  pictured  in  the  communication  to  Con- 
gress, is  found,  evidence  will  be  obtained 
in  the  large  cities,  especially  in  the  great 
industria:  centres.  If  there  is  danger  of 
severe  suffering  and  depression  during 
the  Fall  and  Winter  months,  it  is  to  be 
found  in  these  congested  areas. 

To  present  the  picture  to  date  it  is 
necessary  to  quote  a few  paragraphs  of 
the  report  made  to  Congress  by  the  Com- 
missioner of  Labor  Statistics,  which, 
when  studied,  show  that  even  on  his 
basis  of  computation  the  actual  number 
of  unemployed — in  the  sense  that  actual 
suffering  may  be  expected  if  relief  is 
not  given— will  fall  considerably  below 
the  sensational  estimate  of  6,736,000. 

The  figures  of  unemployed  as  present- 
ed to  Congress  by  the  Comnussioner  of 
Labor  Statistics  by  industries  follow: 

Manufacturing  and  me- 


chanical industries  (in- 
cluding building  trades).  3,900,000 

Mining  260,000 

Transportation  800,000 

Trade  and  clerical  workers.  460,000 
Domestic  and  personal  sor^ 
vice  • 335,000 

Total  6,736,000 


” In  consideration  of  these  figures,” 
the  communication  added,  “certain  con- 
ditions must  be  kept  in  mind:  First,  they 
refer  to  the  change  in  number  of  per- 
sons employed  between  the  peak  of  oper- 
ations in  1920  and  the  present  time,  ig- 
noring whatever  of  unemployment  there 
may  have  been  in  the  Spring  of  1920. 
Second,  that  the  employment  was  far 
above  normal  in  the  Spring  of  1920;  in- 
dustries bid  for  workers;  wives,  daugh- 
ters and  boys  who  were  not  accustomed 
to  work  for  wages  took  up  gainful  work 
through  economic  necessity  or  because 
of  the  tempting  wages  offered.  There- 
fore, the  present  recession  in  employ- 


ment may  mean  not  entirely  unemploy- 
ment for  regular  workers,  but  in  addition 
a return  of  many  persons  from  gainful 
work  back  to  non-gainful  home  work  or 
school. 

“ In  this  connection  attention  is  called 
to  the  fact  that  many  thousands  of  wo- 
men and  girls  were  called  into  the  fac- 
tories and  munition  plants  during  the 
war.  A large  percentage  of  these  were 
not  formerly  among  the  factory  and  in- 
dustrial workers  of  the  country.  In  large 
part  these  women  workers  were  retained 
or  returned  to  industry  in  the  peak  of 
manufacturing  activity  m March  and 
April,  1920,  and  when  the  slump  cam* 
they  were  released.  They  returned  t* 
their  homes,  thus  swelling  the  volume  oi 
reduction  of  numbers  of  wage  worker* 
on  payrolls,  but  not  to  the  same  extent 
the  volume  of  those  seeking  employ-- 
ment  In  other  words,  while  it  is  im- 
possible to  give  the  relation  between 
male  and  female  workers  dropped  from 
the  payrolls  of  manufacturing  indus- 
tries, it  is  known  that  a very  large  per- 
centage of  the  women  were  dropped,  and 
that  of  the  women  so  dropped  a consid- 
erable number  did  not  enter  the  army  of 
the  unemployed  as  it  is  generally  under- 
stood, but  returned  to  school  and  non- 
gainful  homework.” 

rpHOSE  who  believe  the  Bureau  of 
-*•  Labor  Statistics’  figures  altogether 
too  high  point  out,  in  addition  to  other 
causes  of  their  opinion  already  men- 
tioned, Oie  400,000  coal  miners,  all  idle 
at  this  time,  who  scarcely  should  be  in- 
cluded among  unemployed  because  it  is 
the  slack  season  in  the  coal  industry,  and 
these  men  never  work  twelve  months  a 
year.  There  are  other  groups  known  as 
seasonal  woikers  who  should  be  taken  in 
consideration  when  a total  is  strick,  as 
their  wages  are  adjusted  on  that  basis. 

Tlie  attempt  which  now  is  being  made 
by  investigators  who  are  obtaining  data 
for  the  use  of  the  conference,  is  to  get 
at  the  facts,  as  they  must  be  faced  in 
laying  plans  to  prevent  suffering.  Up 
to  this  time  the  reports  which  have 
reached  Washington  do  not  indicate  that 
the  situation  is  very  acute.  This  may  be 
due  to  the  fact  that  many  thousands  of 
woikers  are  living  on  their  savings  or 
selling  Liberty  Bonds  and  War  Savings 
Certiticates.  But  investigation  does  not 
bear  out  such  a theory  in  all  districts. 

In  Derroit,  it  is  understood,  funds  are 
being  withdrawn  from  savings  banks  in 
considerable  volume  and  that  is  probably 
true  in  some  other  cities  where  there  was 
tremendous  expansion  of  industry  during 
the  war  and  severe  curtailment  soon 
after  the  war.  But  hi  New  York,  the  • 
New  England  district  and  some  others, 
it  has  been  reported  that  savings  ac- 
counts have  been  increasing  instead  of 

Himinigliing 

There  have  been  scattering  reports 
about  breadlines  in  some  sections,  but 
these  reports  have  not  been  of  a nature 
to  attract  much  attention  or  give  indi- 
cation that  there  was  \ridespread  suffer- 
ing or  clanger  of  a situation  such  as 
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raistkt  be  expected  if  nearly  6,000,000 
'e-oricere  actu^li'  were  in  the  great  aim}' 
of  unenpto^’ed  searching  for  ViXtrlc. 

One  efttimate  which  has  been  made  is 
that  if  unemployment  figures  were  to 
be  obtained  by  counting  those  who 
would  register  as  applicants  for  work, 
the  total  would  not  be  in  excess  of 
2,600,000  and  probably  less.  Such  a fig- 
ure aould  more  nearly  strike  a balance 
with  conditions  in  Europe,  where  the 
registratian  syst^  is  used  in  ascertain- 
ing unemployment  statistics.  In  Ger- 
many the  number  of  unemployed  recent- 
ly, as  estimated  on  that  basis,  u-as  not 
in  excess  of  400,000. 

It  is  the  intention  of  those  who  make 
up  the  national  conference  on  unemploy- 
ment to  approach  the  task  in  the  most 
practical  manner.  The  various  groups 
of  industries  will  be  represented  around 
the  conference  table,  along  with  the 
agents  of  the  workers,  but  there  will  be 
no  discussion  of  the  old  problems  which 


have  agitated  capital  and  labor.  Tho 
talks  are  to  be  restricted  to  ways  and 
means  to  obtain  work  for  those  who  arc 
in  dire  need  of  it. 

The  conference  will  have  two  prob- 
lems to  face.  It  must  consider  a per- 
manent program  which  takes  into  con- 
sideration the  relief  that  may  be  found, 
possibly  next  year,  through  taxation  re- 
forms, (he  advancement  of  export  trado 
end  other  methods  which  have  to  deal 
with  permanent  readjustment.  But  it 
also  miLst  consider  the  emergency  situ- 
ation which  will  require  entirely  differ- 
ent methods  to  handle. 

There  have  been  various  suggestions 
made.  Among  those  who  have  been  in- 
vited to  offer  suggestions  are  the  Gov- 
ernors ot  the  States.  The  question  of 
road  improvement  work  has  been  al- 
ready taken  up  with  the  Governors  and 
the  suggestion  made  that  they  close  con- 
tracts at  this  time  for  road  work  to  be 
done  next  Spring.  Such  a program 


would  moke  it  possible  for  contractors  to 
give  orders  for  material  at  once,  and  this 
u'ould  provide  employment  for  many  in 
tho  industries  supplying  the  materials. 
It  is  understood  that  about  60  per  cent, 
of  the  States  have  agreed  to  try  out  tho 
plan.  Of  course,  road  work  cannot  bo 
done  during  the  Winter  months,  but  if 
contracts  are  let  and  material  orders  put 
in  now,  the  States  will  not  only  aid  in 
solving  tho  unemployment  emergency, 
but  it  w'll  be  possible  to  start  the  road 
construction  early  in  tho  Spring.  In 
making  contracts  at  this  time  provision 
will  have  to  be  included  to  cover  fluc- 
tuation in  wages  involved,  but  it  is  be- 
lieved that  this  can  bo  done. 

Another  plan  suggested  is  part-time 
employment  or  “ staggered  ” employ- 
ment For  example,  there  is  one  factoiy 
in  Missouri  which  under  normal  condi- 
tions employs  2,000  hands.  At  present 
but  800  arc  kept  constantly  at  work. 
With  the  revival  of  business  the  factory 


will  again  require  2,000  employes.  The 
owner  of  the  factory,  thoreforc,  has  ar- 
ranged fo  that  such  of  his  old  employes 
as  dcairo  to  do  so  may  work  in  shifts  of 
800.  While  tho  employes,  because  of  the 
days  on  which  they  ,do  not  work,  receive 
less  money,  their  standard  of  weekly 
wage  is  not  lowered,  and  when  it  is 
again  necessary  to  employ  2,000  they 
will  oil  have  steady  employment.  'ITio 
adoption  of  this  plan  by  this  factory 
will  take  care  of  all  of  the  old  employes 
without  danger  of  suffering.  It  is  hoped 
that  some  such  system  may  be  adopted 
by  a number  of  industries. 

Those  are  but  two  of  the  suggestions 
which  have  been  put  forward  to  handle 
the  emergency  situation.  It . should  be 
emphosited  that  nothing  in  the  nature 
of  a charity  program  is  to  be  advocated 
by  the  conference.  It  is  to  be  an  effort 
to  get  at  tho  exact  facts  and  apply 
practical  methods  in  an  effort  to  allevi- 
ate the  situation. 
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Sptcial  Correspondenee  of  Tht  Amtalist 
WASHINGTON.  D.  C.,  Sept  3. 
OENATOR  PENROSE,  Chairman  of 
^ the  Senate  Finance  Committee,  an- 
nounced that  the  revenue  legislation 
would  be  given  right  of  way  over  the 
tariff  bill.  The  revenue  bQl  adopted  by 
the  House  is  to  be  rewritten  and  simpli- 
fied. Mr.  Penrose  said  that  the  rewrit- 
ten bill  would  be  ready  for  Congress 
when  it  reassembled  on  Sept.  20. 

Sentiment  appeared  in  the  Senate 
Committe  for  a revision  which  would 
make  the  repeal  of  excess  profits  retro- 
active as  of  Jan.  1.  1921,  as  recommend- 
ed by  Secretary  Mellon.  No  decision  on 
thi<  matter  been  reached,  and  it  will 
be  one  of  the  last  matters  considered. 
Secretary  Mellon  will  appear  before  the 
committee  Thursday. 

Further  evidence  appeared  at  the  Sen- 
ate Committee  conferences  to  indicate 
that  per^ument  tariff  legislation  may  be 
ddayed  until  next  Spring.  Some  Senate 
leaders  asserted  that  the  bill  as  adopted 
by  the  House  will  be  radically  changed, 
and  many  of  the  schedules  revised  dowir- 
waid.  Senator  Smoot  proposed  a plan  to 


overcome  the  necessity  of  the  American 
valuation  program  by  imposing  a 30  per 
cent,  tax  on  depreciated  exchange  used 
to  pay  imports. 

Announcement  is  made  by  general 
counsel  of  the  Uixited  States  Shipping 
. Board  that  bids  will  be  asked  for  the 
sale  or  charter  of  the  former  German 
ships  of  the  United  States  lines  which, 
under  the  decision  of  the  courts,  have 
been  obtained  by  the  Government  from 
the  United  Slates  Mail  Steamship  Com- 
pany. 

The  State  Department  announced  that 
the  Italian  Government  had  formally  ac- 
cepted the  invitation  to  participate  in 
the  conference  on  the  reduction  of  arma- 
ments and  the  Paciric  and  Far  Eastern 
questions.  The  action  of  the  Italian 
Government  completes  the  formal  ac- 
ceptance of  all  invited  powers,  which 
include  France,  Great  Britain,  China  and 

Reports  said  to  emanate  from  high  of- 
ficial quarters  were  in  circulation  to  the 
effect  that  the  decision  of  the  Supreme 
Court  of  Mexico  with  regard  to  the  non- 
retroactivity of  Article  27  of  the  Mexi- 


can Constitution  may  prove  upon  exam- 
ination to  be  a sufficiently  comprehen- 
sive guarantee  against  confiscation  of 
American  interests  to  warrant  recogni- 
tion of  the  ObregOD  Government  by  the 
United  States  without  that  issue  being 
covered  in  a treaty. 

Henry  C.  Morris,  a mining  engineer 
who  was  connected  with  the  Fuel  Admin- 
istration during  the  war  and  latter  with 
the  Bureau  of  Mines,  has  been  appointed 
head  of  the  Fuel  Division  of  the  Bureau 
of  Foreign  and  Domestic  Commerce  of 
the  Department  of  Commerce. 

The  Department  of  Agriculture  an- 
nounced that  the  prospects,  for  the 
world's  wheat  supply,  while  not  so  satis- 
factory as  was  expected  during  the  first 
part  of  the  current  season,  show  at  pres- 
ent time  no  cause  for  serious  alarm. 

The  Department  of  Commerce  an- 
nounces that  President  Harding  will  call 
a national  conference  on  unemployment 
at  Washington  about  Sept.  16.  Effort 
will  be  made  to  obtain  the  facts  about 
unemployment  and  provide  emergency 
measures  to  prevent  suffering. 

Unfair  competition  in  violation  of  Sec- 


tion 6 of  the  Federal  Trade  Commission 
act  and  tho  purchase  of  stock  in  com- 
peting concerns  in  violation  of  Section  7 
of  the  Clayton  act  were  charged  in  a 
formal  complaint  issued  by  the  Federal 
Trado  Commission  against  the  Famous 
Players-Lasky  Corporation  and  eleven 
other  respondents. 

British  makers  of  high-speed  steel  ap- 
pealed to  the  Senate  Finance  Committee 
to  save  them  from  what  they  tenned  the 
“ prahibitivo " import  duties  carried  in 
tho  Fordney  Tariff  bill  os  passed  by  the 
House  of  Representatives. 

Minister  Oe  'Cespedes  of  Cuba,  in  a 
formal  memorandum  to  the  State  De- 
partment, said  that  tho  tariffs  proposed 
in  the  Fordney  bill  “ threaten  the  eco- 
nomic ctability  of  the  Cuban  Govern- 
ment," 

President  Harding  expresses  pleasure 
over  the  signing  of  a peace  treaty  with 
Germany  and  the  reaction  in  the  Sen- 
ate. The  treaty  will  be  submitted  to  the 
Senate  when  it  reconvenes  on  Sept.  21. 
In  the  meantime  a supplemental  treaty 
of  commerce  and  trade  is  being  nego- 
tiated with  Germany. 
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Spectol  CorrespoTtdenu  of  The  AnnaJUt 
TORONTO,  SepL  3. 

The  outstanding  feature  of  the  official 
statement  of  the  Federal  Govern- 
ment covering  the  activities  of  the  char- 
tered banks  of  Canada  for  July  is  the 
process  of  deflation  therein  indicated. 
Gommerdal  loans,  standing  at  $1,237,- 
093,871,  show  a decrease  for  the  month 
of  $19,649,012,  and  for  the  year  of  $140,- 
182,982.  Commercial  loans  outside  Can- 
ada stood  at  $155,238,085,  a decrease  of 
$607,154  and  $35,675,967  for  the  month 
and  year  respectively.  Call  loans  in  .Can- 
ada, at  $107,552,690,  were  le^  than  in 
June  by  $3,222,450  and  a year  ago  by 
$7,808,^,  while  those  made  outside  the 
Dominion,  amounting  to  $160,890,729,  ex- 
perienced a decline  of  $4,969,960  and 
^42,134,480  respectively. 

In  anticipation  of  the  demand  fot 
funds  with  which  to  finance  the  new 
crops  it  is,  of  course,  customaiy  for  the 
K«Tik«  to  curtail  loans  in  July,  but  the 
declines  for  the  month  under  review  are 
rather  more  marked  than  usual  In  July 
of  1920,  for  example,  there  was  an  in- 
crease of  $12,126,770  over  the  previous 
month  in  commercial  loans  in  the  Do- 
minion and  of  $6,586,588  in  those  made 
outside  the  country.  Banknote  circula- 
tion at  the  end  of  July  aggregated  $193,- 
339,095,  a decrease  of  $2,336,122  for  the 
month  and  of  $38,195,138  for  the  year. 

A further  evidence  of  deflawon  is 
found  in  the  relation  of  loans  to  deposits, 
the  amount  out  in  commercial  loans  be- 
ing equal  to  68  per  cent,  of  the  total 
amount  of  money  on  deposit  compared 
with  about  73  per  cent,  at  the  end  of 


July,  1920.  Total  amount  on  deposit  at 
the  end  of  July,  1921,  was  $1320,313,934, 
a decline  for  the  month  of  $50,658356 
and  for  the  year  of  $72371,534.  The 
only  item  in  the  statement  to  sliow  an 
increase  was  the  aggregate  reserve  fund, 
vriiicb,  at  $135,062306,  showed  an  in- 
crease for  the  month  cf  $3,041  and  for 
the  year  of  $5,034,401. 

Ways  and  means  for  providing  credits 
for  fanners  and  stock  breeders  promise 
to  be  more  ample'and  general  than  at 
any  previous  time  in  the  history  of  the 
Dominion.  Hon.  F.  S.  Tolmie,  Federal 
Miiuster  of  Agriculture,  announces  that 
the  Government  has  completed  arrange- 
ments with  the  Canadian  Bankers’  Asso- 
dation  whereby  banks  throughout  the 
Dominion  will  advance  loans  on  cattle 
up  to  the  full  market  value  if  necessary. 
The  object  of  this  generous  treatment  is 
to  obviate  the  necessity  of  raisers  being 
compelled  to  sell  their  stock  at  sacrifice 
prices  as  a result  of  the  depressed  coa- 
dition  of  the  trade,  largely  due,  in  turn, 
to  the  effect  of  the  higher  duties  obtain- 
ing in  the  United  States  on  their  exports 
to  that  market.  With  this  broadening 
of  credit  on  the  part  of  the  banks  and 
the  lower  ocean  freight  rates  which  have 
recently  gone  into  effect  the  outlook  for 
stock  raisers  is  considered  much  brighter 
than  it  was  a few  weeks  ago. 

Following  similar  action  on  the  part  of 
the  prairie  Provinces,  the  Ontario  Gov- 
traroent  announces  that  it  is  making  ar- 
rangements to  put  into  operation  next 
October  the  credit  scheme  for  the  benefit 
of  farmeis  authorised  at  the  last  session 
of  the  Provincial  Legislature.  The 


scheme  provides  for  the  opening  of  sub- 
treasury  branches  in  the  cities  and 
towns  of  the  Province  for  the  purpose  of 
securing  deposits  from  the  public,  for 
which  interest  at  the  rate  of  4 per  cent., 
or  1 per  cent  in  excess  of  the  regular 
bank  rate,  will  be  allowed.  From  the 
funds  thus  obtained  it  is  the  purpose, 
under  the  management  of  a board  to 
provide  fanners  with  accommodation  at 
6 per  cent  Should  there  be  any  surplus 
funds  over  and  above  the  amount  re- 
quired to  finance  the  fanners  it  is  the 
purpose  to  devote  them  to  the  general 


needs  of  the  Province  and  to  assist  mu- 
nicipalities in  their  financing.  This  am- 
bitious scheme  is  the  work  of  the  fann- 
ers’ Government  that  is  now  in  power  In 
the  Province  of  Ontario. 

The  agitation  which  has  been  going  on 
throughout  the  Dominion  for  some  time 
in  favor  of  a reduction  in  freight  rates 
took  a practical  turn  on  Aug.  30  when  a 
conference  of  the  Dominion  Board  of 
Railway  Commissioners  and  the  repre- 
sentatives of  the  railways  was  held  in 


Conllnucd  on  Foil 


Let  U8  pve  you  the  details  of  a strongly  secured  26- 
year  Public  Utility  bond  which  is  based  on  a prop- 
erty generating  85%  of  its  electricity  in  its  hydro- 
electric plants. 

Net  earnings  twice  mortgage  bond  interest  charges. 

Yield  7,75% 

A,k  for  dfcuUr  TA-417 

The  National  City  Company 

Mam  OHico— National  Gty  Bank  Bldg.,  New  York 
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A Hope  That  Has  Failed,  If  It  Were  Ever  Held 


IHE  Qmiablo  theory 
has  been  advanced 
abroad,  perhaps 
rather  as  a hope 
bom  of  the  wish 
than  as  a serious 
expectation  of  the 
. that  the  flood 
of  gold  to  the  United 
States  from  Europe 
will  serve  to  raise  prices  in  this  coun- 
try and  thus  aid  in  bringing  the  Eu- 
ropean currencies  back  to  parity  with 
the  American  dollar  by  reducing  its  pur- 
chasing power.  At  present,  however, 
the  hope  seems  doomed  to  non-fulfill- 
ment in  view  of  the  fact  that  the  huge 
increases  of  America’s  gold  holdings,  in- 
stead of  having  been  productive  of  re- 
expansion of  credit  and  currency,  by 
which  process  presumably  prices  would 
be  advanced,  have  been  accompanied  by 
a steady  continuation  of  the  process  of 
cre<lit  and  currency  deflation  in  this 
country.  Furthermore,  the  prospects 
are  that  our  hugdy  increased  gold 
stocks  will  not  be  employed  as  a basis 
for  reinflation,  business  men  and  bank- 
era  having  had  ample  experience  in  that 
sort  of  thing  in  the  recent  boom. 

The  idea  that  Europe  by  speeding  all 
the  new  gold  that  comes  to  her  hands  to 
the  United  States  instead  of  applying  it 
to  her  own  monetary  situation  will  serve 
herself  doubly,  first  by  keeping  down 
current  indebtedness  to  this  country,  and 
secondly,  by  bringing  on  a reinflation  of 
prices  in  the  United  States  so  that  Eu- 
ropean price  levels  can  attain  parity 
with  them,  has  been  stated  recently  by 
a leading  English  financial  writer  as  fol- 
lows: 

The  amount  foreigners  will  give 
for  our  pound  depends  upon  whether 
our  currency  is  plentiful  or  scarce 
as  compared  with  theirs.  At  the  ’ 
present  time  the  American  currency 
IS  scarce  as  compared  with,  ours  and 
the  result  is  that  the  American  will 
only  rive  something  under  $4  for  a 
pound  u compared  with  something 
like  S6  in  normal  times.  This  situa- 
tion is  of  cour.se  quite  abnormal,  and 
if  ran  only  bo  brought  — *- 
r oCCsIm  


By  John  Oakwood 


In  connection  with  the  foregoing  it  is 
interesting  to  emphasize  that,  to  date, 
after  a continuous  seven-months'  in- 
crease of  our  monetary  gold  stocks, 
biought  about  mainly  by  the  flooding  of 
gold  through  Europe  to  this  country  the 
fwts  of  the  case  are  that  not  only  has 
there  been  no  upward  movement  in 
prices,  not  only  has  there  been  no  re- 
inHation  of  credit,  but  that  to  a remark- 
able degree  there  has  been  exactly  an 
opposite  course  of  events  in  the  United 
States. 

These  facts  are  vividly  brought  out  in 
the  following  table  showing  the  increase 
of  gold  reserves  held  by  the  Federal 
Reserve  Banks,  the  decrease  in  Federal 
Reserve  notes  in  actual  circulation  and 
the  marked  contraction  in  total  loans, 
discounts  and  investments  of  the  eight 
hundred-odd  reporting  member  banks  of 
the  Federal  Reserve  system,  which  rep- 
resent  about  40  per  cent,  of  the  banking 
resources  of  the  country: 


Reserve  note  circulation  is  more  than 
matched  dollar  for  dollar  by  gold  re- 
serves. 

Furthermore,  these  figures  show  that 
total  loans,  discounts  and  investments  of 
reporting  member  banks  of  the  Federal 
Reserve  System  have  decreased  from 
116,670,000,000  in  January  to  S16,Q5i . 
000,000  by  August,  a contraction  in  this 
phase  of  the  country’s  credit  structure  of 
$1,619,000,000,  or  9.1  per  cent,  from  the 
first  of  the  year  figures. 

A further  significant  feature  of  the 
above  table  is  that,  while  an  expansion 
in  the  gold  reserve  took  place  every 
month,  nevertheless  there  is  not  a single 
month  in  which  the  Federal  Reserve 
notes  in  actual  circulation  and  the  total 
loans,  diwounts  and  investments  did  not 
botli  show  a contraction. 

These  important  contractions  in  the 
nation’s  currency  and  credit,  in  the  face 
of  a great  expansion  of  gold,  have  taken 
place  despite  the  fact  that  there  have 


tones,  seasonal  influences  and  exccssiNc 


Thus,  despite  the  flood  of  gold,  Amei- 
icas  currency  and  credit  have  continue.! 
to  contract  and  prices  have  continued  to 
drop,  so  that  the  foreign  exchange.^  have 
not  been  helped  in  the  particular  way 
wntemplated  in  the  previous  extract. 
The  gold,  of  course,  has  served  to  help 
foreign  exchanges  through  reducing  cur- 
rent European  indebtedness  in  this  coun- 
try. It  is  true  fhat  prices  have  fallen 
more  slowly  during  recent  months  in 
America  than  they  have  in  Europe,  and 
more  slowly  than  they  did  during  the 
latter  part  of  last  year.  But  this  re- 
tardation has  not  been  due  to  an  increase 
m money  and  credit;  it  has  been  due  to 
toe  fact  that  prices  in  the  United  States 
^ve  traveled  so  far  toward  stabilization 
toat  they  are  now  moving  downward  at 
a slower  pace  as  a whole,  and  in  some 
spe<iific  directions  they  even  show  a ten- 
dency to  turn  upward. 


Gold  Expansion-Credit  Contraction 


January  

February  

March  

April  o' 

May  \ 2', 

•luly  2[477!80o’oOO 

■Aupjst  2,552,800|000 


1,536,700,000  IS^OSlioOoloOO 


• V «.<ui  will/  ov  uruugne  up  to  the 
state  of  affairs  existing  before  the 
war  by  decrea-sing  our  currency 
relative  to  the  American.  The  de- 
sir^  object  could  be  achieved,  theo- 
retically, either  by  decreasing  our 
own  currency  or  by  increasing  the 
American. 

The  former  proceeding  can  ob- 
viously be  performed  if  we  decide 
that  it  is  to  be  done,  for  it  merely 
con.sists  in  reducing  the  amount  of 
Treasury  notes  and  of  the  check- 
drawing  capacitv  of  the  customers  of 
the  banks,  reductions  which  are 
purely  a matter  for  the  inhabitants 
of  the  United  Kingdom.  The  other 
possibility  is  more  difficult,  since 
We  have  no  control  over  the  currency 
policy  of  the  U.  S.  A.  Practically, 
however,  we  know  that  the  currency 
of  the  States  is  based  on  gold,  and 
we  can,  toerefore,  influence  the 
amount  of  its  currency  by  sending  in 
gold. 

With  an  enormous  country  like 
the  U.  S.  A.  the  effect  on  the  cur- 
rency produced  by  any  gold  imports 
that  could  be  sent  might  be  small, 
though  it  must  bo  remembered  in 
this  connection  that  a certain 
amount  of  gold  gives  rise  to  much 
more  than  the  same  amount  of 
" currency,"  for  the  gold  itself  is 
used  more  than  anything  else  as  a 
foundation  for  notes  and  bank  cred- 
its. In  this  connection  the  case  of 
Sweden  is  interesting,  for  during  the 
war  so  much  gold  was  imported,  and 
prices  went  up  so  much  in  conse- 
quence, that  the  import  of  ^Id  was 
prohibited. 

“ We  have,  then,  a method  of  af- 
fecting the  exchange  between  the 
United  Kingdom  and  the  U.  S.  A. 
other  than  that  of  reducing  our  own 
circulation,  and,  in  fact,  it  would 
srom  ihnt  this  method  is  being 
.Adopted,  for  nearly  all  the  gold  that 
IS  being  offered  in  the  open  market 
IS  beinp  sent  to  the  U.  S.  A.  If  this 
i-s  continued  the  U.  S.  A.  price  level 
must  be  raised,  and  the  exchange 
will  bo  brought  back  toward  nor- 
rtmlky,  that  is,  to  a position  iri  which 
pounds  and  dollars  exchange  for, 
roughly,  their  gold  content — for, 
Iwked  at  in  another  way,  the  ques- 
titfn  is  one  of  price  level. 


From  the  above  figures  it  is  seen  that 
in  toe  seven  months  from  Jan.  1 to  Aug. 
1 of  this  year  the  volume  of  gold  under- 
lying our  credit  and  currency  system 
has  increased  from  $2,080,300,000  to 
$2,662,800,000,  or  by  $472,600,000,  which 
is  22.7  per  cent,  of  the  gold  holdings  of 
the  firat  year. 

In  the  same  period  the  volume  of  Fed- 
eral Reserve  notes  in  actual  circulation 
has  decreased  from  $3,270,000,000  to 
$2,536,700,000.  or  by  $733,300,000,  which 
is  22.4  per  cent,  of  the  amount  actually 
outstanding  the  first  of  the  year.  Thus, 
in  dollars,  the  contraction  of  note  circu- 
lation has  been  considerably  larger  than 
the  increase  in  gold  reserves,  and  in  per- 
centages it  has  been  almost  identical. 

Also  it  is  to  be  noted  that  the  volume 
of  notes  in  circulation  has  contracted 
from  a point  far  above  the  total  gold  re- 
serves held  by  the  Federal  Reserve 
Banks  in  January  to  a point  considerably 
below  the  amount  of  gold  held  by  these 
banks  in  August;  that  is,  the  Federal 


heen  other  conditions  besides  the  gold 
which  are  ordinarily  promotive  of  ten- 
dencies toward  expansion.  Since  the 
first  of  the  year  there  have  been  marked 
reductions  in  the  Federal  Reserve  redis- 
count rates,  a factor  which  ordinarily 
might  be  expected  to  bring  about  an  in- 
crease in  note  dtculation  by  fostering 
borrowings  at  the  Federal  Reserve 
Banks  on  the  part  of  member  banks, 
such  credits  being  the  basis  of  note  is- 
sues. There  has  been  in  Uiis  period, 
however,  a consistent  reduction  in  ac- 
commodation at  the  Federal  Reserve 
Banks  by  the  member  banks.  " 

Also  in  this  era  of  gold  expansion 
there  has  been  a consistent  redaction  in 
interest  and  rediscount  rates  which 
might  ordinarily  be  expected  to  encour- 
age commercial  borrowing  and  to  bring 
on  a re-expansion  of  the  credit  struc- 
ture, but  for  obvious  causes  this  move- 
ment has  not  taken  place,  being  due, 
among  other  reasons,  to  the  effects  of 
business  stagnation,  reduction  of  inven- 


The  Week  in  Canada 


Continued  from 
Ottawa.  Although  no  action  was  taken 
the  Chairman  of  the  Railway  Board  re- 
iterated what  he  said  a week  or  two  ago 
to  the  effect  “ that  there  must  be  a de- 
crease in  freight  rates,"  Railway  ex- 
ecutives, on  the  other  hand,  oppose  a 
reduction  at  present  on  the  twofold 
ground  that  cost  of  material  is  still  rela- 
tively high  and  that  the  reduction  in 
wages  recently  put  in  force  has  yet  to 
be  finally  settled  by  arbitration  and  pos- 
sibly by  a strike.  Public  opinion  leads 
to  belief  that  the  first  commodity  to  ex- 
perience a reduction  in  respect  to  freight 
rates  will  be  wheat,  on  which  the  farmers 
in  toe  West  are  demanding  a rate  lower 
by  20  per  cent,  than  tliat  now  obtaining. 
Rates  on  cattle  have  already  been  re- 
duced. Manufacturers  and  merchants 
are  just  as  insistent  as  the  farmers  in 
demanding  lower  rates  on  their  commo- 
dities, holding  that  existing  high  rates 
are  seriously  interfering  with  the  devel- 
opment of  business.  In  the  meantime 
earnings  of  the  railways  continue  to  de- 


Prcoedlng  Page 

dine,  those  of  the  C.  P.  R,,  the  C.  N.  R. 
and  the  G.  T.  R,  for  the  third  week  in 
August  showing  a decrease  of  10.2,  7.9 
and  10  per  cent  respectively.  About  the 
only  satisfactory  feature  at  present  in 
connection  with  the  railway  situation  is 
the  gradual  improvement  that  is  taking 
place  in  relation  of  working  expenses  to 
operating  revenue. 

The  problem  of  putting  the  Riordon 
Pulp  and  Paper  Company  upon  its  finan- 
cial feet  is  still  unsolved.  The  Chair- 
man of  the  Creditor^’  Committee  has  is- 
sued still  another  statement  in  which, 
after  pointing  out  that  should  the  com- 
pany bo  forced  into  liquidation  there  will 
be  nothing  for  the  unsecured  creditors, 
he  urges  " that  the  property  in  which 
you  are  so  deeply  interested  will  be  of 
greater  \-alue  in  every  way  if  in  opera- 
tion than  while  lying  idle.”  In  the  mean- 
time no  announcement  has  been  made  in 
regard  to  the  paying  of  $1,600,000  due 

Conttaued  on  Following  Pogo  I 


gOTH  these  factors— that  is,  the  re- 
duction of  European  indebtedne.«Ui 
and  the  return  toward  purchasing  power 
equalization — are  tendencies  helpful  to 
foreign  exchange  stabilization,  but  they 
are  not  to  be  confused  with  the  effect  of 
gold  upon  credit,  currency  and  prices  in 
this  country. 

To  say  that  the  gold  shipments  to 
America  have  not  fulfilled  expectations 
that  may  be  entertained  in  some  quar- 
ters in  Europe  that  they  will  reduce  the 
premium  on  the  dollar  by  increasing  the 
supply  of  the  dollar  is  not  to  say  that 
this  effect  may  not  take  place  in  the 
long  run.  Of  course  it  is  a long-run 
condition  that  the  above-quoted  theorist 
had  in  mind,  rather  than  an  instan- 
taneous effect  of  the  gold  flow  to  the 
United  States. 

Nevertheless,  as  a long-run  proposition 
it  does  not  seem  probable  that  business 
and  banking  in  the  United  States  will 
permit  the  gold  supply  to  give  rise  to  re- 
inflationary forces.  The  present  genera- 
tion has  probably  had  all  the  experience 
it  wants  with  inflation  on  a gold  basis, 
and  leading  bankers  openly  express  the 
opinion  and  privately  insist  upon  the 
practice  in  their  dealings  with  their  cus- 
tomers toat  credit  must  be  based  on  real 
business  needs  and  not  on  the  artifidal 
potentialities  for  credit  expansion  aris- 
ing from  our  possession  of  this  abnormal 
mass  of  gold. 

This  attitude  of  banldng  has  been  re- 
flected in  the  rapid  reduction  of  borrow- 
ings at  the  Federal  Reserve  Banks,  even 
though  to  borrow  funds  at  Federal  Re- 
serve Banks  and  reloan  to  their  custom- 
ers constitutes  a source  of  profit  to  the 
bankers,  inasmuch  as  Federal  Reserve 
rediscount  rates  have  generally  been  be- 
low the  current  market  rates  for  com- 
mercial loans. 


Investment 

Suggestions 

Bonds  and  notes 
selling’  at  prices 
that  are  low  in 
comparison  with 
1914  quotations, 
and  low  in  com- 
parison with  other 
securities  of  the 
same  type. 
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62  Cedar  Street.  Now  York 
lOS  S.  U Salle  St.  Chicago 
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Government  Railway  Operation  in  Canada 


By  W.  G.  Cates 


S the  Government 
reilwafs  undoubt- 
edly constitute 
Canada's  most  im- 
portant financial 
problem,  the  pre- 
liminary report  of 
the  operations  of 
Canadian  railways 
during  1920  is  of 
ntore  than  onlinary  interest  It  cannot  be 
said  that  it  contributes  much  to  the  so- 
lution of  the  Govemnient  railway  prob- 
lem, but  it  does  set  forth  in  a strikin? 
manner  some  of  the  salient  features  of 
the  situation,  and  demonstrates  that  the 
lines  owned  by  the  State  are  engaged  in 
an  almost  hopeless  struggle  in  their  ef- 
forts to  compete  with  the  Canadian  Pa- 
cific. To  those  who  may  be  inclined  to 
experiment  with  Government  ownership 
and  operation  there  is  in  the  contents  of 
the  report  a solemn  warning  to  leave 
well  enough  alone.  Of  course,  high  wage 
scales  and  the  generally  high  cost  of 
operation  are  responsible  in  part  for  the 
showing  made  for  the  year,  but  they 
only  afford  a partial  explanation.  Too 
much  Government  in  railways  is  un- 
doubtedly the  chief  cause. 

If  anything,  the  report  shows  that 
while  during  a period  of  stress  a private 
railway  corporation  will  usually  effect 
economies  because  it  must,  on  the  other 
hand  a system  owned  and  financed  by 
the  Government  does  not  show  similar 
results,  because  there  is  not  the  sune  ne- 
cessity for  doing  so.  There  is,  for  ex- 
ample, not  the  same  insistent  demand 
for  results.  In  the  case  of  the  private 
corporation,  if  money  is  required  it  can 
be  obtained  only  on  the  strength  of  its 
showing,  but  in  the  case  of  the  Govern- 
ment road  there  is  merely  a demand  on 
the  public  treasury,  which  is  invariably 
met,  for  the  Government,  in  utter  help- 
lessness, can  do  nothing  else.  It  does  not 
know  bow  economies  may  be  effected, 
and  at  the  same  time,  for  political  rea- 
sons, it  is  afraid  to  insist  on  a curtailing 
of  the  service.  Hence  the  moral  is  writ- 
ten; Seep  the  railways  out  of  politics. 

The  year  generally  was  the  worst  in 
the  history  of  steam  roads  in  Canada, 
the  ratio  of  operating  expenses  to  oper- 
ating revenue  being  97.17  per  cent,  as 
compared  with  92.2  per  cent  for  1919 
and  an  average  of  71  per  cent  for  the 
period  1900  to  1917,  the  range  for  these 
years  having  been  from  67.4  to  74.4  per 
cent  Of  the  56  roads  reporting,  31  paid 
operating  expenses  and  25  bad  a deficit 
Of  these  31,  after  paying  taxes,  interest 
rents,  £c.,  19  had  a corporate  income  of 
$36,581,437.  The  corporate  looses  sus- 
tained by  the  other  37  roads  amounted  to 
$79,669,825,  the  larger  items  being  as 
follows: 

Canadian  Northern $40301,705 

Canadian  Govt  lines 9332>054 

Grand  Trunk 4319.809 

Grand  Trunk  Pacific. . . . 17,456.359 
These  lines,  with  the  exception  of  the 
Grand  Trunk,  were  operated  as  part  of 
the  national  system.  It  is  signiricantiy 
added  that  the  loss  on  the  Canadian 
Govenunent  lines — that  is,  on  the  Inter- 
colonial and  the  National  Transconti- 
nental-does not  include  interest  on 
funded  and  unfunded  debt  The  fignres 
from  the  Canadian  Northern,  however, 
include  interest 

Seven  roads  declared  dividends  as  fol- 
lows: Canadian  Pacific,  $29327371, 
Canada  Southern,  $450,000;  Hereford, 
$32,000;  Massawippi,  $24,000;  Naper- 
ville Junction,  $36,000;  Quebec  Central, 
$169,000,  and  Thousand  Islands,  $4300. 

The  total  revenue  from  operations 
amounted  to  $491,938387,  an  increase  of 
$83340396  over  1919,  but  operating  ex- 
penses increased  from  $376,789,093  to 
$478,002323,  or  by  $101313,730.  The 
net  operating  revenue  amounted  to  |13,- 
936303,  a decrease  of  $17373308. 

After  paying  taxes,  $9353390;  Inter- 
est on  funded  and  unfunded  debt,  $59,- 
102379,  and  with  other  deductions  and 


additions  to  income,  there  wus  a cor- 
porate loss  on  all  roads  of  $43,088,368  as 
compared  with  $14,929,666  in  1919.  As 
an  evidence  of  how  the  higher  wage 
scale  added  to  the  burden  of  the  roads, 
it  may  be  said  that  56  per  cent  of  the 
increa.'^  in  operating  expense  was  due 
to  this  cause,  the  wage  and  salary  bill 
having  gone  up  during  the  year  from 
$238323,074  to  $290,431,221,  while  the 
cost  of  fuel  increased  from  $52,563,334 
to  $66,983,301.  The  number  of  employes 
increased  11,206,  or  6 per  cent 

The  revenue  freight  carried  one  mile 
increased  4,942,584,394  ton  miles,  or  18 
per  cent,  but  the  passenger  traffic  fell 
off  to  the  extent  of  137.013316  passen- 
ger miles,  or  3.7  per  cent  The  decrease 
in  passenger  traffic  was  not  caused  by 
fewer  people  traveling,  but  rather  by  the 
fact  that  they  went  on  shorter  journeys. 

The  summary  of  returns  for  all  the 
roads  gives  the  miles  operated  as  39,196, 
the  capital  stock  as  $1.106349,621,  and 
the  funded  debt  $981372,646.  As  already 
indicated,  the  operating  revenue  was 
$491,938,857,  of  which  freight  brought  in 
$348,836,799,  an  increase  of  $70,000,000 
during  the  year,  showing  that  the  rate 
increases  granted  last  Fall  were  of  ap- 
preciable assistance.  The  increased  pas- 
senger rates,  however,  only  brought  in 
$6,500,000  more  than  in  1919.  Operating 
expenses,  which  were  over  $101,000,000 
in  excess  of  those  of  the  preeding  year, 
show  heavier  charges  in  every  depart- 
ment. For  example,  maintenance  of  way 
and  structures  shows  an  increase  of 
nearly  $18,000,000;  maintenance  of 
equipment,  $30,000,000;  traffic,  $2,400,- 
000;  transportation,  lake  and  water, 
$49,000,000.  Tnnung  to  operating  rev- 
enue, taxes  amounted  to  $4,000,000  in  ex- 
cess of  those  for  1919;  interest  on  fund- 
ed and  unfunded  debt  was  $4300,000 
greater,  and  the  net  corporate  loss  was 
increased  by  $30,000,000. 

rpHE  superiority  of  the  Canadian  Pa- 
cific  management,as  well  also  as  that 
of  the  Grand  Trunk,  over  that  on  the 
various  roads  constituting  the  Govern- 
ment system  is  shown  in  the  following; 
The  Canadian  Pacific,  in  spite  of  in- 
creased charges  amounting  to  $37,000,- 
000,  reported  a net  operating  income 
$40,000,000  greater  than  in  1919,  and 
this  not  wltlistanding  the  fact  that 
it  paid  nearly  $2300,000  more  in  taxes, 
and  $17,000,000  more  in  wages.  Its 
net  corporate  income  was  $33344,084, 
as  compared  with  $31320389  in  1919, 
while  its  dividend  remained  the  same, 
at  $29327377.  The  Grand  Trunk, 
white  its  net  operating  revenue  was 
slightly  more  than  $3,000,000  below 
that  of  1919,  made  an  infinitely  better 
showing  than  that  of  any  branch  of  the 
Government  system.  Its  operating  rev- 
enue was  $12300,000  greater,  but  its  op- 
erating expense  went  up  $15,700,000. 
This  reduced  its  net  operating  revenue 


from  $8,678,366  to  $5,575,362.  It  paid 
$77,000  more  in  taxes  then  in  1919  and 
$628,000  more  in  interest,  white  other  de- 
ductions amounted  to  $2,800,000.  The 
increase  in  wages  paid  was  $10,696,000. 
In  tons  of  freight  carried  this  road  made 
a particularly  good  showing,  the  inrr«a.HO 
being  $3,035,000,  while  the  C.  P.  It's 
increase  was  only  106,000.  Indeed,  its 
increase  in  this  respect  was  about  900,- 
000  tons  more  than  on  the  C.  P.  R.  and 
C.  N.  R.  combined,  while  the  Grand 
Trunk  Pacific  reported  o loss  of  160,000 
tons. 

The  Canadian  Government  lines  proper 
— that  is,  the  Intercolonial  and  the  Na- 
tional Transcontinental — while  they  in- 
creased their  operating  revenue  by  near- 
ly $4,000,000,  also  increased  operating 
expenses  to  $7,000,000,  of  which  nearly 
$5,500,000  was  due  to  increased  payment 
for  wages.  Their  net  operating  deficit 
was  $2300,000  greater  than  in  1919. 
Their  revenue  train  miles  was  $400,000 
lower  than  in  1919,  but  the  tons  of 
freight  carried  show  an  increase  of 
1,700,000  tons.  The  Canadian  Northern 
figures  show  an  increase  of  $41,- 
000.000  in  the  total  capital  obligations 
daring  the  year.  While  the  operating 
revenue  was  $13,000,000  greater  than  in 
1919,  the  operating  expense  increased  by 
nearly  $23,000,000,  the  operating  deficit 
being  $9,700,000.  Interest  shows  an  in- 
crease of  $4,600,000,  the  net  corporate 
loss  being  $40,458,000  as  compared  with 
$26,187,000  in  the  preceding  year.  The 
tons  of  freight  carried  amounted  to  a 
little  more  than  2,000,000  in  excess  of 
that  for  the  year  1919. 

The  Grand  Trunk  Pacific  had  an  espe- 
dally  unfortunate  year,  operation  by  the 
Government  not  having  apparently  much 
Improved  its  position.  The  operating 
revenue  amounted  to  $2,700,000  greater 
then  in  1919,  but  the  total  operating  ex- 
pense shows  an  increase  of  $7,000,000, 
leaving  an  operating  deficit  of  $10,134,- 
613,  as  compared  with  $6372,444  in  1919, 
and  a net  corporate  loss  of  $17,456359, 
as  compared  with  $12,480354.  The  in- 
crease in  wages  paid  amounted  to  nearly 
$4,000,000. 

While  the  report  shows  in  a striking 
manner  the  unfortunate  position  of  the 
Government  railways,  still  it  is  only  a 
partial  statement,  by  no  means  telling 
the  whole  of  the  story,  even  on  last  year’s 
operations. 

As  has  already  been  noted,  the  figures 
for  the  corporate  loss  on  the  Intercolo- 
nial and  National  Transcontinental  do  not 
include  interest  on  the  funded  or  un- 
funded debt.  The  official  records  for 
these  roads  show  nothing  more  than  the 
construction  expenditure.  The  best  ex- 
pert opinion,  however,  estimates  the 
Hxed  charges  on  the  Intercolonial  at  no 
less  than  $23,000,000,  and  those  on  the 
National  Transcontinental  at  $17,000,000. 
That  is  to  say,  if  these  were  privately 
owned  roads  they  would  have  had  to 


cam  $40,000-000  more  than  they  did  or 
their  corporate  loss  would  have  been  np- 
proximatety  $49,500,000  instead  of  $9,- 
432,000.  This  method  of  charging 
doficits  and  loans  up  to  the  National 
Treasury,  and  forgetting  all  about  it, 
insofar  as  the  roads  were  considered,  and 
in  addition  making  no  allowance  for 
interest  charges,  has  given  the  people  of 
Canada  an  entirely  erroneous  idea  of  the. 
actual  cost  of  rail  transportation.  It  will 
also  be  noted  that  no  mention  has  been 
made  of  the  Hudson  Bay  Railwoy,  on 
which  $20,000,000  has  been  spent,  from 
which  practically  no  revenue  is  being 
received,  and  on  which  the  interc-ct 
charge  is  probably  $1,000,000  u year. 

TT  is,  however,  but  just  to  say  that,' 
Awith  exception  of  the  Intercolonial, 
the  National  Transcontinental  and  the 
Hudson  Bay  roads,  Government  owner- 
ship of  railways  was  not  optional  with 
the  people  of  Canada.  The  Intercolonial 
was  built  as  a public  undertaking,  being 
one  of  tho  conditions  in  which  New 
Brunswick  and  Nova  Scotia  entered  the 
confederation,  and  had  governmental 
policy  stopped  there  no  serious  problem 
would  have  confronted  the  country.  The 
other  two  roads  were  almost  purely  polit- 
ical ventures.  For  example,  when  Charles 
M.  Hays  planned  for  the  Grai^d  Trunk 
its  western  extension  he  had  no  thought 
of  constructing  such  a road  as  the  Na- 
tional Transcontinental  through  the 
northern  portion  of  Ontario  and  Quebec. 
But  the  politicians  insisted  on  it  and  in 
a moment  of  weakness  the  Grand  Trunk 
consented,  from  which  time  its  really 
serious  troubles  began.  In  beginning  the 
construction  of  the  road  to  Hud.son's  Bay 
the  Government  capitulated  to  a western 
political  demand  that  had  been  insistent 
for  twenty  years. 

The  Canadian  Northern,  as  originally 
planned  by  Mackenzie  and  Mann,  was  a 
legitimate  enterprise;  for  it  was  confined 
to  the  prairie  provinces,  which  sections 
of  the  system  always  have  paid.  True,  it 
was  built  on  a " shoestring,"  guaran- 
teed by  the  provinces,  but  that  policy 
would  undoubtedly  have  been  justified 
if  the  promoters  had  not  been  seized  with 
the  desire  to  construct  a transcontinental 
system  rivalling  the  C.  P.  R.  and  also 
the  Grand  Trunk.  Then  the  exceedingly 
costly  route  through  the  mountains  was 
undertaken;  territory  served  by  the  C.  P. 
R.  and  G.  T.  P.  was  entered,  all  of  which 
was  made  possible  by  the  reckless  guar- 
anteeing of  bonds  by  the  British  Colum- 
bia Government. 

But  all  Governments  looked  alike  to 
Mackenzie  and  Mann;  all  seemed  to  fall 
under  their  hypnotic  influence.  For  when 
broached  by  these  promoters  for  ample 
guarantees  for  a lino  paralleling  the  C. 
P.  R.  around  the  north  shore  of  Lake 
Superior  and  Lake  Huron,  by  which  their 
western  mileage  was  connected  with 
eertain  other  lines  in  Southern  and  East- 
ern Ontario,  no  very  great  trouble  was 
experienced  in  securing  them.  As  much 
of  this  new  mileage  merely  duplicated 
that  already  in  existence  it  never  could 
pay,  but  when  the  bonds  for  it  were 
guaranteed  by  the  various  Governments 
the  country  was  stuck.  Accordingly, 
when  these  various  managements  fell 
down  on  their  impossible  tasks,  and 
which  had  been  brought  into  existence 
by  politicians,  the  Dominion  Government 
considered  that  it  was  under  a national 
obligation  to  keep  these  roods  in  opera- 
tion. But  in  attempting  to  consolidate 
all  the  mileage  in  the  country  save  that 
of  the  C.  P.  R.  into  one  Government  sys- 
tem a great  mistake  was  undoubtedly 
made.  Today  the  Government  seems  to 
be  helpless  to  control  expenditure  in  the 
way  that  it  should  be  controlled,  and  that 
in  spite  of  the  fact  the  roads  are  oper- 
ated under  corporate  management  tho 
result  is  that  through  increasing  de 
mands  the  country  is  " milked " even 
worse  than  before. 
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on  Aug.  29  to  the  Edwards  Company  for 
timber  limits  purchased  from  the  latter 
about  a year  ago,  when  the  company  was 
in  the  midst  of  its  period  of  what  has 
proved  to  be  undue  expansion.  Within 
the  last  few  days  some  of  the  share- 
holders have  urged  the  Govenunent  to 
institute  an  inquiry  into  the  affairs  of 
the  company.  Fraser  Companies,  Limit- 
ed, operating  pulp  mills  at  Edmundston 
and  Chatham,  N.  B.,  in  the  annual  state- 
ment just  issued,  shows  profits  from 
operations,  after  depredation  of  inven- 
tories, of  $2,157,618  and  amount  carried 
forward  to  profit  and  loss  account 
$976301. 

At  a meeting  of  the  shareholders  of 


in  Canada 

Preceding  Page 

Canada  Steamship  Lines,  Limited,  on 
Aug.  29,  the  Directors  were  empowered 
to  issue  7 per  cent,  first  mortgage  col- 
lateral bonds  or  debenture  stocks  $6,000,- 
000  par  value.  It  was  the  original  in- 
tention to  float  the  issue  in  Great  Brit- 
ain, but  in  view  of  the  exchange  situa- 
tion it  was  finally  decided  to  confine  ef- 
forts to  the  Canadian  market.  It  is  un- 
derstood that  $2,000,000  of  the  new  is- 
sue is  already  assured,  having  been 
pledged  by  Directors  anu  subsidiaiy  com- 
panies. Although  the  ocean-going  branch 
of  its  system  has  suffered,  inland  traffic 
has  been  of  such  a satisfactory  character 
that  the  company  has  on  the  whole  had 
an  exceptionally  prosperous  season. 


New  York,  Monday,  iieptember  r>,  Jf)21 
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Foreign  Exchange  Stabilization  a Universal  Problem 


EW  of  the  unsolved 
problems  growing; 
out  of  the  World  War 
arc  more  puzzling 
and  annoying  to 
those  engaged  in  in- 
ternational trade 
than  the  low  volne  of 
most  of  the  foreign 
currencies.  Up  to  the 
present  moment  no  remedy  seems  ca- 
pable of  curing  this  trouble,  despite  the 
various  efforts  aiming  at  stabilization. 
But  of  late  there  has,  nevertheless,  been 
evident  more  of  a concerted  action  to  in- 
vestigate the  interrelated  activities  that 
might  bo  responsible  for  the  existence 
of  a condition  that  is  working  havoc,  not 
only  in  the  countries  where  the  national 
money  values  have  almost  reached  the 
Iwttom,  but  in  other  lands  more  fortu- 
nate with  regard  to  the  intrinsic  worth 
of  their  currency. 

The  establishment  of  an  international 
clearing  -house  for  foreign  trade  trans- 
actions has  been  put  forward  as  a pos- 
sible remedy.  D.  R.  Crissinger,  the  Con- 
troller of  the  Currency,  is  an  advocate 
of  such  a method.  The  issuance  of  a 
fictive  monetary  unit  for  the  purpose  of 
such  plan  us  would  take  the  place  of  the 
present  foreign  exchange  methods  is  in- 
cluded in  this  proposition.  Whether  on 
the  whole  stabilization  of  foreign  ex- 
change is  best  effected  through  concerted 
oction  by  the  Governments  of  the  various 
commercial  nations  or  by  private  bank- 
ers III  these  countries  is  a matter  of 
opinion.  But  there  is  no  gainsaying  the 
fact,  as  expressed  by  Secretary  Hoover, 
that  the  uncertainty  attending  shifting 
exchange  levels  is  one  of  the  major  diffi- 
cultic.-;  facing  the  recovery  of  the  nation’s 
commerce. 

Although  Secretary  Mellon  denied  that 
the  United  Stales  Treasury  contemplates 
a congress  of  world  financiers  during  the 
Disarmament  Conference  in  Washington, 
as  had  been  reported  in  the  press,  there 
is  no  reason  to  doubt  that  just  such  a 
gathering  on  such  an  occasion  might  do 
not  a little  toward  obtaining  a better 
understanding  of  the  underlying  trouble 
in  the  foreign  exchange  situation.  With 
so  many  economic  authorities  from  many 
land*  brought  together  in  the  national 
capital  it  would  be  strange  if  something 
valuable  would  not  issue  as  a result  of 
this  matching  of  opinions.  However,  in  a 
quite  indirect  manner  there  is  sure  to  be 
brought  forward  at  Washington  certain 
suggestions  linking  reduction  in  arma- 
ments with  the  money  values  of  the  re- 
spective countries.  For  this  reason  it 
may  be  pertinent  to  inquire  what  is 
being  done  abroad  with  respect  to  im- 
proving the  situation. 

Dutch  bankers  in  times  past  have  con- 
tributeil  so  much  of  value  to  interna- 
tional financing  and  trade  and  the  name 
of  Dr.  I.  Visscring,  President  of  the  Bank 
of  ihe  Netherlands,  carries  such  weight 
in  banking  circles  that  when  he  calls  at- 
tention to  what  the  Amsterdam  Wissel- 
bank,  or  exchange  bank,  did  under  cir- 
cumstances not  dissimilar  to  those  of  the 
present.  Dr.  Vissering  is  certain  to  get  a 
hearing.  It  was  a time  when  something 
approaching  chaos  confronted  the  Euro- 
pean countries  with  regard  to  their  cur- 
'rencies.  All  were  attempting  to  main- 
tain metallic  money  basis.  It  wa.s  then 
that  the  Amsterdam  Wisselbank  estab- 
lished u fictitious  monetary  settlement 
of  its  own  design.  The  moneys  of  the 
different  countries  were  quoted  in  terms 
of  this  bank  settlement  unit.  The  mer- 
chant who  had  ort.  the  books  of  the  Am- 
^leulam  institution  a credit  for  a fixed 
■um  of  this  unit  could  translate  the 
cio«lit  into  the  currency  of  his  own  coun- 
iiv  in  all  his  business  relations  with  his 
fellow-citizens. 

- Appl.ving  the  method  of  the  past  to  the 
condition.-  that  obtain  today  in  the  busi- 
iie.ss  woi'ld,  Dr.  Vissering  suggests  that 
Iht  simpicnt  form  would  be  for  two  coun- 
tries to  set  up  between  them  a barter 


institution  and  to  measure  ordinary  com- 
merce in  the  terms  of  bank  units.  For 
instance,  take  Germany  and  the  Nether- 
lands as  an  example.  Germany  would 
have  to  prepare  a list  of  the  goods  she 
wished  to  buy  and  the  Netherlands  would 
state  the  quantity  which  eventually  they 
would  be  able  to  supply  to  Germany. 
Germany  would,  further,  have  to  furnish 
a list  of  what  she  could  deliver  immedi- 
ately, and  what  within  a comparatively 
.short  time,  say  three  months  to  a year, 
after  the  harvest  or  the  completion  of 
the  process  of  manufacture.  All  these 
inquiries  and  offers  on  either  side  would 
have  to  be  registered  at  the  barter  insti- 
tute. Values  would  have  to  be  determined 
on  i-egistration,  but  for  this  purpose  the 
mork  naturally  could  not  serve.  It  is 
the  opinion  of  Dr.  Visscring  that  the 
value  for  both  parties  could  be  fixed  in 
Dutch  guilders,  or,  if  one  had  not  suf- 
ficient confidence  in  the  stability  of  the 
value  of  the  Dutch  guilder,  a new  unit 
of  account  could  be  selected;  that  is,  a 
fictive  gold  mark  or  a fictive  gold 
guilder,  which  in  the  end  would  mean 
til!  same  thing. 

A S in  the  case  when  dealing  in  futures 
or  between  bankers,  offers  when 
eventually  carried  out  in  deals  and 
through  delivery  of  the  goods  could  then 
be  cleared  for  their  value.  Large  amounts 
would  thus  be  mutually  exchanged  by 
striking  them  off  on  cither  side  of  the 
account,  only  the  balance  to  be  paid,  and 
these  final  transaction  settlements  would 
be  made  between  two  parties  who  origi- 
nally  might  not  have  had  anything  to  do 
with  each  other.  As  Dr.  Visscring  puts 
it:  “Seeing  that  the  same  unit  of  ac- 
count can  be  adopted  to  all  transactions 
either  party  is  certain  of  obtaining  the 
full  intrinsic  value  of  the  goods  supplied 
by  him  and  will  no  longer  have  paper 
money  palmed  off  on  him  which  upon 
subsequent  reissue  to  foreign  countries 
may  only  possess  a part  of  the  value  at 
which  it  was  accepted.’’ 

Regarding  this  proposed  barter  insti- 
tute it  is  a point  not  to  be  overlooked 
that  it  will  also  be  able  to  act  as  inter- 
mediary for  new  countries  which  did  not 
yet  possess  a permanently  established 
system  of  currency  when  entering  upon 
their  independent  course  as  Govemmeiits. 
The  moneys  of  some  of  these  countries 
are  scarcely  negotiable  in  the  open  mar- 
kets. But  by  means  of  tiiU  unit  of  ac- 
counts they  could  be  connected  up  with 
the  world’s  money  traffic. 

The  Ter  Meulen  international  credit 
plan  boars  some  resemblance  to  wbat 
Dr.  Vissering  suggests  as  perhaps 
feasible,  but  it  removes  the  proposition 
relative  to  foreign  exchange  relief  from 
the  more  private  interests  concerned  to 
governmental  control  The  Ter  Meulen 
plan  is  a direct  outgrowth  of  the  Brus- 
sels Financial  Conference  instituted  by 
the  League  of  Nations.  It  provides  that 
the  available  assets  of  the  country  may 
be  valued  on  a gold  basis  by  an  inter- 
national commission  appointed  by  the 
League.  Bonds  up  to  the  amount  of 
the  asset  are  to  be  issued  and  loaned  by 
each  Government  to  its  nationals  for 
the  purpose  of  being  placed  in  the  hands 
of  exporters  as  collateral  security.  There 
is  thus  provided  a reservoir  of  credits 
which  can  be  drawn  upon  as  and  when 
required  to  reinforce  the  credit  of  im- 
porters. Both  indirectly  and  directly 
exports  and  imports  are  linked  with  the 
question  of  exchange  values  through  the 
necessary  settlements,  for  which  reason 
there  is  ground  for  considering  the  Ter 
Meulen  plan  in  connection  with  such  a 
plan  as  the  President  of  the  Amsterdam 
institution  has  suggested,  for  instance. 

It  is  rather  interesting  that  the  two  most 
significant  suggestions  relative  to  im- 
proved foreign  trade  conditions  should 


from  the  Netherlands.  The  World 
Cotton  Conference  and  the  Conference  of 
the  International  Chamber  of  Commerce 
both  endorse  the  Ter  Meulen  plan  as  tho 
most  important  and  the  best  so  far  de- 
vised for  making  credits  possible  for  im- 
poverished countries  which  naturally  are 
those  where  the  currency  values  are  at 
their  lowest  ebb. 

Senator  Hitchcock’s  bill  introduced  in 
Congress  has  for  its  purpose  the  estab- 
lishment of  an  international  banking 
institution,  to  be  known  as  the  Bank  of 
Nations,  for  the  strengthening  of  tho 
world’s  money  systems  and  for  the 
greater  equalization  of  foreign  exchange. 
With  a proposed  capital  of  $2,000,000,000 
the  Bank  of  Nations  would  act  as  the 
fiscal  agent  of  the  United  States  and 
such  other  Governments  as  might  be  ad- 
mitted as  stockholders.  Control  would  be 
vested  in  the  Treasury  Department 
through  the  subscription  of  enough  stock 
for  that  purpose  while  the  measure  fur- 
ther provides  that  $000,000,000  worth  of 
stock  could  be  sold  to  " solvent  Govern- 
ments ” admitted  to  participation  under 
treaties  or  trade  agreements  negotiated 
by  the  President.  If,  as  the  bill  stipu- 
lates, “ the  resources  and  facilities  of  the 
Bank  of  Nations  shall  be  used  to  pro- 
mote international  commerce,  stabilize 
Internationa]  credit  and  stabilize  inter- 
national exchange  ” there  is  some  reason 
to  believe  that  it  might  open  the  way 
for  a much  better  equalization  of  the 
world's  money  values  than  obtains  to- 
day. However,  everything  of  this  , na- 
ture is  more  or  less  problematic.  The 
fact  that  the  leading  financiers  and 
statesmen  realize  the  seriousness  of  the 
sitpstion  lends  color  to  the  supposition 
that  ways  and  means  finally  will  be 
found  to  bring  greater  stability  to  the 
foYe. 

fPBE  foreign  trade  international 
-*•  clearing  house,  suggested  by  Con- 
troller Crissinger,  has  for  its  basis  a 
fixed  unit  of  international  settlement 
which  he  believes  would  produce  the 
same  good  results  now  as  in  other  times 
when  foreign  currencies  were  in  a simi- 
lar chaotic  condition.  The  United  States 
Controller  of  the  Currency  thinks  that 
it  is  reasonable  to  suppose  that  the 
united  efforts  of  the  banking  interests 
in  the  stronger  countries  would  be  capa- 
ble of  establishing  a pool  of  gold  of  su- 
perior credit,  representing  the  live  and 
moving  processes  of  commerce,  such  as 
would  insure  the  maintenance  of  such  a 
unit  of  settlement  and  exchange.  As- 
suming that  such  a plan  could  be  carried 
into  effect,  the  fictive  unit  of  settlement 
could  be  an  ounce  of  gold,  which  for  the 
purpose  of  illustration  might  be  called 
the  Ounce,  with  a capital  O.  The  Ounce 
would  be  represented  by  a substantial 
gold  reserve,  plus  a safe  share  of  care- 
fully selected  securities,  preferably  com- 
mercial paper,  but  perhaps  to  some  ex- 
tent Government  or  high-class  munid- 
pals  or  utilities. 

The  new  settlement  system  being 
established,  says  Controller  Crissinger, 
the  currencies  of  the  different  countries 
would  take  their  places  in  various  rela- 
tionships to  this  international  unit  The 
American  dollar  would  probably  head  the 
list  Countries  whose  money  was  at 
a disadvantage  because  of  depreciation 
would  devote  every  possible  effort  to 
bring  it  up  as  rapidly  as  possible  to 
parity  with  this  international  gold  unit 
There  would  be  established  immediately 
a definite  standard  of  excellence  as  an 
incentive  to  all  countries  with  depre- 
ciated currencies  to  reach  it 
To  the  argument  advanced  m some 
quarters  that  this  plan  would  result  in 
the  new  currency  of  international  settle- 
ment having  a tendency  to  flow  in  par- 
ticularly large  volumes  to  the  United 


States  and  other  countries  po8.*essing 
superior  currency  systems,  the  Controller 
replies  that  this  new  international  unit 
would  act  rather  as  a yardstick  than  a 
circulating  medium.  It  would  not  be  in- 
tended for  circulation,  but  be  transferred 
on  the  books  of  the  bank  of  settlement 
and  be  represented  in  actual  circulation 
by  the  currencies  of  the  various  coun- 

rpURNING  back  the  pages  of  history 
and  examining  different  crises  that 
brought  with  them  confusion  worse  con- 
founded as  regards  international  moneys 
and  settlements,  there  rises  before  the 
vision  the  picture  of  Adam  Smith,  who  in 
his  generation  had  much  to  say  about 
economic  problems  and  their  solution. 
After  alluding  to  the  unsatisfactory  and 
uncertain  currencies  of  minor  States  he 
declared  that  iLforeign  bills  of  exchange 
are  paid  in  this  currency  the  " uncertain 
value  of  any  sum  must  render  the  ex- 
change always  very  much  against  such  a 
State,  its  currency  being,  in  all  foreign 
States,  necessarily  valued  below  what  it 
is  woiih." 

And  then  Adam  Smith  supplied  the 
remedy  as  follows:  "Such  States  have 
frequently  enacted  that  such  bills  should 
be  paid,  not  in  common  currency,  but  by 
an  order  upon  or  by  a transfer  in  the 
books  of  a certain  bank  established  upon 
the  credit  and  under  tl«  protection  of 
the  State,  this  bank  being  always  obliged 
to  pay,  in  good  and  true  money,  exactly 
according  to  the  standard  of  the  State. 
The  banks  of  Vem'ce,  Genoa,  Amsterdam. 
Hamburg  and  Nuremberg  seem  to  have 
been  originally  established  with  thi.s 
view.  The  exchanges  between  the  coun- 
tries which  pay  in  what  is  called  bank 
money  and  those  which  pay  in  common 
currency  generally  appear  to  be  in  favor 
of  the  former  and  against  the  latter.” 

As  history  is  constantly  repeating  itself 
it  is  not  impossible  that  many  of  the  dif- 
ficult situations  that  confront  the  finan- 
ciers of  today  may  be  overcome  by  giv- 
ing heed  to  what  the  men  and  methods 
of  another  period  did  toward  raising  the 
international  standard  so  that  currenls 
of  trade  might  flow  more  regularly  and 
payments  be  made  without  such  disor- 
ganization as  is  at  pre.'^t  witnessed  in 
the  money  markets  of  the  world. 


Venezuela’s  Foreign 
Trade 

A CCORDING  to  official  statoment.'i, 
the  foreign  trade  of  Venezuela  dur- 
ing 1919  amounted  to  444,698,866  bolivars 
or  $85,826,879,  reckoning  the  bolivar  at 
its  par  of  exchange  of  19.3  cents.  The. 
imports  totaled  $36,903,610,  and  the  ex- 
ports $49,923,0^,  an  increase  of  133  per 
cent  and  167,  respectively,  over  the  fig- 
ures for  the  preceding  year.  The  total 
increase  in  foreign  trade  over  1918  was 
$60,679,657,  or  143  per  cent 

The  principal  countries  from  which 
goods  were  imported  were: 


United  States $24,091,070 

United  Kingdom 7,320,872 

Spain  1,041,048 

France  776,620 

Netherlands 542,638 

Italy  207,967 

The  exports  by  countries  were  as  fol- 

United  States $23,617,816 

Prance  10,766.743 

Netheriands 6,061,314 

United  Kingdom 6,601,883 

Spain  3467,939 

Cuba  233,790 


pUARANTY  TRUST  COMPANY  of 
'-J  New  York  is  prepared  to  exchange 
the  outstanding  temporary  Marland  Oil 
Company  ten-year  8 per  cent  Sinking 
Fund  Participating  Gold  Bonds,  Series 
“A’’,  due  April  I,  1931,  for  definitive 
bond.s  with  coupons  No.  1,  due  Oct  1, 
1921,  and  subsequent  attached. 


By  Julius  Moritzen 
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History  of  the  Brazilian  Milreis 


By  Charles  Evers 


This  is  the  fourth  of  « series  of  arlicies 
©n  SoMfA  CMrrencitfs.  The  fifth 

KtU  appear  m iw  early  issue, 

!'  '-'.i-L-  the  three  preceding  arti- 

cles of  this  series  the  gold 
currencies  of  South  Amcr- 
I ica  have  been  enumerated, 

I and  also  the  paper  curren- 

I cies  of  Argentina,  Para- 

gua>',  Colombia,  Uruguay 
and  Chile,  with  some  notes 
of  their  origin  and  his- 
tory. 

The  story  of  the  Brasilian  milrms  is  in 
many  respects  unique,  and  deserves  more 
extended  mention,  not  that  Brazil  excels 
in  the  managen\ent  of  her  currency, 
which  was  invented  by  Portugal,  but 
that  it  is  probably  the  most  convenient 
form  of  money  in  the  world.  The  unit  is 
one  real,  the  value  ot  which  in  Brazil 
today  is  about  one-thousandth  part  of 
eleven  cents.  This  permits  the  quotation 
of  produce  prices  in  very  fine  gradua- 
tions, without  the  use  of  fractions,  a 
facility  the  value  of  which  may  be  ap- 
preciated when  it  is  compared  with  the 
British  method  of  quoting  jute  in  sixty- 
fourths  of  a penny,  the  penny  being  one 
two-hundred  and  fortieth  part  of  the 
pound,  the  British  unit 

The  true  unit  or  real,  being  to  all 
intents  and  purposes  an  abstract  quan- 
tity in  both  Portugal  and  Brazil,  the 
people  of  both  countries  are  accustomed 
to  talk  of  one  thousand  reis,  or  one 
milreis,  as  the  practical  unit^of  price  ex- 
pression. Thus,  everything  is  purchased 
for  so  many  milreis  and  so  many  reis, 
just  as  if  the  milreis  were  a franc  di- 
vided Into  one  thousand  centimes.  In 
Portugal  the  milreis  at  par  is  worth 
S1.0S03.  but  in  Brazil,  at  the  time  of  the 
empire,  it  was  found  advisable  to  reduce 
the  standard  of  the  gold  milreis  to  the 
equivalent  of  the  awkward,  arbitrary 
sum  of  27  English  pence,  or  50.5462  in 
United  States  money.  The  gold  pieces 
are  worth  five  and  ter  milreis,  respec- 
tively, and  are  therefore  somewhat  larger 
than  the  American  and  55  coins. 

Large  sums  of  money  in  gold  are  ex- 
pressed in  contos  of  reis,  one  conto  being 
equal  to  one  thousand  milreis,  or  one 
million  rcis — written  Its.  1,000,000 — and 
is  worth  £66  13s.  4d.  in  English  money, 
or  5546.20  United  States. 

The  Rio  de  Janeiro  mint  has  often — 
both  in  the  days  of  the  empire  and  dur- 
ing the  sway  of  the  republic— been  en- 
gs^ed  in  the  production  of  gold  coin, 
which,  however,  since  1891  has  not  been 
fawn  m circulation.  At  the  money- 
changers these  coins  can  still  be  pur- 
chased as  curiosities,  and  many  have 
been  turned  into  ornaments,  such  as 
bracelets,  pendants,  sleeve-links,  &c.  The 
fractional  silver  currency,  much  reduced 
in  size  and  fineness  since  the  empire, 
drculates  at  its  face  value  in  paper,  and 
cannot,  therefore,  be  used  in  exchange 
for  gold,  except  at  the  prevailing  dis- 
count. 

Foreign  gold  has  never  been  legal 
tender  in  Brazil,  but  when  the  “ Caixa 
de  Conversao  ” was  in  existence  all  kinds 
were  received  at  their  exact,  fixed  equiv- 
alent for  the  purchase  of  paper.  Some 
of  the  cattlemen  of  the  far  West  prefer 
English  sovereigns  in  exchange  for  their 
produce,  as  the  Government  indulges  in 
the  irritating  custom  of  periodically 
calling  in  certain  issues  of  paper  money 
to  be  exchanged  for  new,  the  old  notes 
suffering  a discount  which  is  Increased 
month  by  month  until  they  are  worth 
nothing  at  all. 

Soon  after  the  declaration  of  the  re- 
public in  November,  1889,  the  Brazilian 
paper  milreis  stood  at  par;  it  never  has 
since  then.  The  ancient 'history  of  Bra- 
zilian finance  for  the  next  eight  years 
cannot  be  reviewed  here;  suffice  to  say 
that  the  easy  road  downhill  was  trodden 
until  the  Spring  of  1898,  when  the  mil- 
reis was  quoted  at  five  and  a half  pence 


Englbih,  or  about  eleven  cents  United 
States. 

The  financial  condition  of  the  country 
was  alarming,  and  stern  reminders  were 
received  from  foreign  bondholders  that 
reform  was  necessary.  Fortunately, 
Brazil  had  elected  a determined  and  able 
man  for  President,  who  had  chosen  for 
his  finance  secretary  a physician  of 
quite  remarkable  talent  for  economics. 
These  two,  Salles  and  Murtinho,  went  to 
London,  and  interviewed  the  Rothschilds 
with  the  result  that  a funding  loan  was 
obtained  on  condition  that  they  would 
exercise  the  most  scrupulous  economy  .in 
the  conduct  of  the  Government. 

They  kept  their  word,  and  for  two 
years  exchange  gradually  improved  and 
confidence  was  restored.  In  1899  the 
situation  was  ripe  for  a boom  such  as 
had  bee.T  seen  in  1^90,  and  an  extraor- 
dinary thing  happened.  The  Rio  de 
Janeiro  manager  of  the  London  and 
River  Plate  Bank,  the  sanw  Jjank  that 
had  so  successfully  weathered  the  'storm 
of  1S90  in  Buenos  Aires,  suddenly  went 
fut,  and  with  the  help  of  an  associate, 
an  exchange  broker  of  wide  experience, 
he  commenced  to  manipulate  the  mar- 
ket and  to  speculate  wildly  on  his  own 
account  With  the  most  reputable  bank 
in  the  country  behind  him,  he  ran  prac- 
tically no  personal  risk,  and  the  boom, 
which  lasted  on^  a few  weeks,-  was 
spectacular  in  the  extreme.  It  started  at 
about  seventeen  cents  to  the  milreis  and 
ended  at  28  cents.  Everybody  went  wild 
with  excitement  and  the  fluctuations 
were  often  as  much  as  2,  3 and  4 cents 
in  a day.  Imagine  Liberty  Bonds  quoted 
at  100,  120.  130  and  145  on  four  con- 
secutive days  and  you  will  get  some  idea 
of  the  movement  Young  clerks  with  a 
salary  of  525  a week  made  thousands  of 
dollars,  and  most  of  them  lost  it  all  on 
the  day  of  the  collapse,  which  came  to 
pass  when  the  bank  manager  was  struck 
by  a nervous  breakdown  and  fled  to  the 
i,iHa  for  a vacation  with  his  associate. 

For  days  after  there  was  no  market 
for  liquidation,  and  when  the  specu- 
lation fever  had  subsided  exchange 
broke  at  about  24  cents  to  the  milreis, 
with  a tendency  to  go  lower.  However, 
the  country's  finances  were  now  in  a 
fairly  good  condition,  and  after  touching 
20  cents  the  milreis  began  to  mend  with 
the  steady  progress  of  1898. 

The  new  century  opened  hopefully,  and 
there  was  every  reason  to  believe  that 
Brazilian  money  would  attain  a very 
respectable  altitude,  and  could  be  in- 
duced to  remain  there  if  gold  were  ac- 
cumnlated  steadily  and  progressively. 
This  matter  was  broached  in  Congress  at 
intervals,  and  in  the  meantime  specula- 
tion in  exchange  continued  freely — to  the 
great  advantage  of  the  banks. 

Then  the  Brazilian  Government  did 
the  most  amazing  thing  in  the  financial 
history  of  any  country— one  which  can 
be  compared  only  to  the  famous  act  of 
England’s  King  Canute,  who,  seated  in 
his  chair  on  the  seashore,  surrounded 
by  courtiers,  bade  the  incoming  tide 
to  stay  its  remorseless  advance  and  to 
refrain  from  wetting  the  sacred  feet  of 
majesty. 

This  episode  bristles  with  technicali- 
ties, but,  shorn  of  as  many  of  these  as 
can  conveniently  be  put  out  of  the  way,  • 
the  story  of  the  Brazilian  Government’s 
folly  is  this: 

UTwill  be  remembered  that  Argentina, 
hopeless  of  getting  her  five-franc  peso 
back  to  its  par  value,  reduced  the  stand- 
ard of  all  the  paper  currency  to  44  per 
cent,  of  par  and  established  a Conversion 
Office,  “ Caja  de  Conversion,”  where  gold 
was  freely  exchanged  for  paper  at  that 
ratio,  gradually  and  carefully  increasing 
the  store  of  gold  until  a guarantee  re- 


serve of  80  per  cent,  existed  in  this  treas- 
ury, thus  maintaining  without  any  dif- 
ficulty the  paper  curi'cncy  of  the  country 
at  the  level  of  the  new  standard. 

Brazil  had  seen  this  work  of  recon- 
struction brilliantly  done,  and  proposed 
to  do  likewise.  Exchange  seemed  to  be 
fairly  steady  ot  sixteen  and  seventeen 
pence  to  the  milreis,  and  the  tendency 
was  upward,  with  a favorable  balance  of 
trade.  Her  credit  in  Europe  was  again 
good,  thanks  mainly  to  the  wise  manage- 
ment of  her  finance.^  by  President  Cam- 
pos Salles  and  Finance  Secretory  Mur- 
tinho,  who  wore  now,  of  course,  retired. 
The  last  money  borrowed  had  been  well 
spent  on  port  works  and  city  improve- 
ments. The  time  was  undoubtedly  pro- 
pitious for  conversion  of  the  demoralized 
paper  currency  into  good  money. 

IT  was  decided  to  act  immediately,  the 
only  question  being  how  the  operation 
should  be  carried  through.  The  obvious 
course  was  to  follow  the  example  of 
Argentina,  that  is  to  say,  cut  the  par 
rate  for  paper  to  a little  below  its  cur- 
rent quotation  and  establish  a Conver- 
sion Office  at  which  all  the  paper  could 
be  exchanged  for  gold. 

But  the  Government  thought  they  saw 
an  easier  way,  and  with  a royal  disre- 
gard for  reasoning  and  ridicule  they  pro- 
ceeded to  carry  it  out.  A new  paper 
currency  was  established,  convertible 
into  gold  at  the  exchange  of  fifteen  pence 
to  the  milreis,  and  a magnificent  build- 
ing was  erected,  called  the  " Caixa  de 
Conversao,"  where  the  exact  equivalent 
in  gold  for  every  note  issued  would  be 
stored. 

“ So  far  so  good,  but  the  amazing  fea- 
ture of  the  scheme  was  this:  The  new 
currency,  limited  to  twenty  million 
pounds  sterling,  was  to  run  side  by  side 
with  the  old,  inconvertible  currency,  of 
which  three  times  that  amount  was  in 
circulation,  both  being  legal  tender  for 
any  and  every  transaction. 

It  may  be  imagined  that  very  few  of 
the  new  notes  made  their  way  into  the 
pockets  of  the  people,  but,  exchange 
being  buoyant,  there  was  actually  a 
profit  to  be  made  in  handing  gold  to 
the  ■'  Caixa  " for  its  equivalent  in  paper. 
Very  soon  the  “ Caixa  ’’  filled,  and,  ob- 
viously, Brazilian  exchange  stuck  at  fif- 
teen pence  to  the  milreis,  because  the 
machinery  of  the  “ Caixa  ” was  perfectly 
adequate  to  prevent  it  going  higher.  So 
long  as-  the  two  kinds  of  paper  were  con- 
current, and  while  one  of  them  was  ex- 
changeable at  the  rate  of  fifteen  pence 
— and  no  more — this  must  be  the  maxi- 
mum for  them  both.  The  ninety  days 
rate  in  London  was  kept  at  about  one 
quarter  of  a penny  higher  than  the 
" Caixa  ” rate,  so  as  to  make  it  con- 
tinuously profitable  to  import  gold. 

There  is  little  doubt  that  Brazilian  ex- 
change would  have  risen  to  18  or  24 
pence  at  this  time  without  the  restric- 
tion of  the  “ Caixa."  In  other  words,  a 
temporary  stability  was  attained  bt  the 
cost  of  a lower  value  for  the  paper  than 
the  circumstances  warranted- 

The  Government,  immensely  elated  at 
this  apparent  success  of  their  manou- 
vres,  first  increased  the  capacity  of  the 
“ Caixa  ” to  £30,000,000,  and  then  de- 
creed a new  standard  of  16  pence  to  the 
milreis— 32.844  cents  United  States— by 
the  simple  expedient  of  placing  an  I.  0. 
U.  for  £2,000,000  in  the  “ Caixa.”  It 
being  an  interesting  arithmetical  truism 
that  15  pence  to  the  milreis  means  16 
milreis  to  the  pound  sterling,  whereas 
16  pence  to  the  milreis  means  16  milreis 
to  the  pound  sterling. 

Then  came  a year  of  superabundant 
coffee  and  the  advent  of  plantation  rub- 
ber. The  balance  of  trade  began  to 
swing  in  a direction  adverse  to  Brazil, 


and  the  ti'cnd  of  exchange  toward  a fall. 

For  some  time  all  went  well.  The 
" Caixa  ” hod  been  gorged  with  £30,001),- 
000,  which  acted  as  a break  to  the  de- 
cline. But  the  “ Caixa  ” began  to  ompty.^ 
The  Government,  in  a panic,  instructed 
the  Banco  da  Rcpublicu  to  buy  cxchanKC 
at  16  3-16,  and  to  charge  the  National 
Treasury  with  the  deficiency  in  cover 
when  they  resold;  and  from  that  time 
forth  the  celebrated  “ Caixa  ’’  was  shown 
to  be  n clumsy  and  costly  contrivance 
which  worked  only  one  way — it  could 
depress  admirably,  but  its  power  to  sus- 
tain was  negligible,  the  latter  being  by 
far  the  more  important  operation  of  the 

Many  expedients  were  resorted  to  fop 
tne  relief  of  the  Government.  The  gold 
import  duties  were  increased  and  made 
payable  only  in  bills  of  the  Banco  da 
Republica;  and  a good  deal  of  silver 
made  its  way  to  the  " Caixa  ’’  for  pay- 
ment of  fractional  amounts.  That  is  to 
say,  half-sovereigns  and  ten-franc  pieces 
were  seldom  available  for  payment  to 
persons  presenting  small  sums  in  paper 
for  exchange. 

The  rate  of  16  pence  was  maintained 
until  the  outbreak  of  the  war.  but  all 
the  " Caixa  ” notes  were  very  jealously 
held  by  the  banks,  and  the  strain  on  the 
resources  of  the  Treasury  was  so  tre- 
mendous that  the  Government  was  prac- 
tically bankrupt  at  that  time.  A loan 
was  arranged  with  much  difficulty  with 
the  Rothschilds  to  provide  payment  of 
interest  on  the  foreign  debt,  but  Brazil 
haggled  ovqr  the  terms,  and  negotiations 
were  prolonged  until  the  outbreak  of  the 
war,  and  Brazil’s  credit  was  stopped  for 
years  to  come.  The  bottom  dropped  out 
of  the  ‘‘Caixa";  exchange  went  down 
to  9 and  10  pence,  only  to  return  to  16 
pence  and  over  when  the  Allies  called 
for  Brazilian  food  and  manganese  at 
any  price. 

WHEN  the  war  finished,  the  old, futile 
mechanism  could  not  be  set  in 
motion,  because  there  was  no  gold  avail- 
able for  the  purpose,  and  with  her  prod- 
uce in  small  demand  and  her  people 
made  over-eager  by  prosperity  to  pur- 
chase luxuries,  Brazil  had  once  more 
to  go  through  the  humiliating  experience 
of  1898.  exchange  sinking  from  a maxi- 
mum of  30.876  cents  in  December,  1919, 
to  11  cents  at  the  time  of  writing,  which, 
if  the  English  sovereign  were  at  par, 
would  be  equal  to  about  5hi  pence  to  the 
milreis.  As,  however,  the  English  pound 
stands  now  at  only  about  three-quarters 
of  its  pre-war  value,  Brazilian  exchange 
has  not  yet  touched  nearly  the  low  level 
of  1898. 

It  will  be  seen,  therefore,  that  Brazil 
presents  an  extraordinary  complication 
of  currencies.  First,  the  gold  milreis, 
the  big  dollar,  worth  a little  more  than 
54  cents  United  States;  then  the  inter- 
mediary dollar,  worth  nearly  33  cents 
United  States,  which  is  now  the  broken 
par  standard  for  the  paper  money,  and 
a complete  dead  letter,  though  it  is  hon- 
ored by  quotation  in  the  New  York 
papers  every  day;  and,  lastly,  the  little 
dollar,  worth  today  a little  under  11^ 
cents  United  States,  and  subject  to  the 
most  violent  fluctuations. 

What  the  future  has  in  store  for  Bra- 
zilian money  it  is  hard  to  say;  it  de- 
pends upon  sensible  finance  and  the  in- 
creased export  of  natural  resources.  The 
iron  ores  of  Minas  Geraes  or  a great 
new  demand  for  coffee  may  bring  the 
milreis  soaring  to  64  cents  some  day, 
and  that  day  may  not  be  far  distant;  but 
its  coming  will  not  be  hastened  by  any 
such  mad  schemes  as  the  “ Caixa  de  Con- 
versao,” or  by  the  “Valorisacaodo  Cafe," 
another  “ Canute  " proposition,  of  which 
it  is  sufficient  to  say  here  that  it  con- 
sists in  the  government  of  Sao  Paulo 
buying  coffee  fro.m  the  planters  with 
borrowed  money  at  a price  above  tho 
market. 


New  York,  Monday,  September  5,  3921 


THE  ANNALIST 


225 


Why  German  Competition  Need  Not  be  Feared 

By  Frederick  Todd 


Quotations  on  Rails  tor  Argentine 

Bidders. 

Consolidated  Steel  Corporation 

Standt  y Cia 

Cia.  Comercial  “ La  Beige  ”... 

Cano  A Roth 

Fuchs  y Cia 

Engenio  Richard  

Maximo  Robitschek 

B.  Wagenknecht  

International  Machinery  Co... 
Cia.  Grab  dc  la  Amer.  Latina.. 

C.  T.  Bowring 

Wm.  H.  Muller  y Cia 

Bevan  R.  Chantrill 

Schneider  y Cia 

Weygand  y Zurn  Pelde 

Ramsay  Bellamy  y Cia 

Representing, 

" Webb  Law  ” Corp. 

F.  Krupp. 

Sambre  A Moselle. 
Forges  de  la  Providence. 
Westfalenwerke  Bex^um 
Addries  de  Longwy. 
Biedermann  A Co. 

Union  Dartmund. 

U.  S.  Steel  Products  Co. 
Wendel  A Co.,  Lorraine. 
Not  stated. 

Co^rane  A Co. 

Schndder-Crcusot. 

Phoenix. 

Barrow-Hem.  Works. 

Nationality, 

United  States. 

Germany. 

Bcl^um. 

Belgium. 

Germany. 

Cze^oslovakia. 
Germany. 
United  States. 

England. 

Holland. 

England. 

Germany. 

EnglancL 

Bid. 

62.16  dollars. 
2,660  maiks. 

660  Bclg.  fr. 

469  Belg.  fr. 

229  shillings, 

532  francs. 

64.60  dollars. 
2,500  matks. 
61.76  dollars. 
64.26  gold  pesos. 
13  pounds. 

48  dollars. 
14-15-6  pounds. 

661  frqpcs. 

11.10  pounds. 

14.10  pounds. 

Dollar 

Equiv. 

162.16 

44.11 

56.00 
39.79 
46.68 
44.82 
64.50 
43.26 
61.76 
46.31 
61.87 

48.00 
68.95 
47.23 
44.29 
66.2B 

without  having  somebody  say  with  final- 
ity that  we  can't  hope  to  compete  with 
Germany  in  any  open  market.  It  may 
prove  true  that  neither  America  nor  Eng- 
land can  meet  Germany  in  the  world’s 
markets,  but  it  is  not  yet  time  to  know 
it.  Germany  is  doing  some  wonderful 
things,  both  in  commerce  and  in  finance, 
but  the  exaggerated  things  we  hear 
about  over  here  won’t  stand  investiga- 
tion in  the  majority  of  cases.  We  are 
told  of  prices  made  on  German  goods 
that  are  on  the  face  of  things  absurd. 
A very  responsible  and  capable  man  who 
returned  from  Europe  a few  days  ago 
mudo  the  statement  that  Gorman  prod- 
ucts competitive  witli  his  own  could  be 
bought  by  Italian  importers  at  one-sev- 
enteenth what  it  cost  to  buy  his  Ameri- 
can goods.  At  least  he  was  so  reported, 
and  the  statement  was  seriously  passed 
on  by  others.  It  is  absurd.  . Somebody 
has  “ foozled  ” in  figuring  exchange.  I 
have  come  across  statements  about  Ger- 
man prices  in  certain  European  countries 
that  I know  are  spuriotis — figured  back 
from  guesses  made  here  and  figured 
wrong. 

The  situation  is  a serious  one,  because 
we  will  lose  competitive  trade  on  a 10 
per  cent,  margin  of  better  price  quota- 
tions, and  the  margins  run  much  higher 
—as  high  as  36  per  cent,  in  some  known 
coses.  One  of  the  best  reliable  pictures 
of  what  Germany  is  really  doing  in  the 
international  markets  is  given  in  the  ac- 
companying statement  of  the  bids  re- 
cently made  by  industrial  plants  in  sev- 
eral different  countries  for  furnishing 
.steel  rails  to  the  Argentine  State  rail- 
ways, the  price  being  per  ton  for  rails 
delivered  in  Buenos  Aires: 

It  will  be  noticed  in  this  exhibit  that 
some  of  the  German,  Dutch  and  Czech 
concerns  put  their  bids  in  dollars  or  in 
pounds  sterling.  One  made  four  seta  of 
bids  on  the  same  rails  (one  of  which  is 
given  here),  specifying  payment  in  Ar- 
gentine gold  pesos  or  in  French  francs, 
and  in  cash  or  bills.  This  shows  bow 
shrewdly  our  European  competitors  fig- 
ure on  exchange,  and  are  not  afraid  to 
go  after  business  because  of  exchange 
difficulties.  Another  thing  that  will  be 
noted  is  that  the  bids  from  the  United 
States  and  from  England  are  high,  wUle 
the  bids  from  countries  of  inflated  cur- 
rencies are  lowest. 

Now  wo  hear  daily,  from  different 
men,  whose  experience  ought  to  qualify 
as  responsible  anything  they  say,  the 
diametrically  opposite  statements;  on 
the  one  hand  that  “ exchange  ” gives 
Germany  the  opportunity  ^ underbid  us, 
and  on  Uie  other  band  that  it  is  not  ex- 
change at  all,  but  lower  basic  costs  and 
prices  in  Germany.  The  fact  is  that 
when  these  men  who  know  get  together 
they  agree  on  all  the  essential  points 
and  find  that  they  think  a little  differ- 
ently about  the  meanings  of  words.  That 
is  not  to  be  wondered  at,  because  inter- 
national exchange  is  now  an  entirely  dif- 
ferent thing  from  what  it  has  been  in 
pre-war  times.  One  man  thinks  of  “ ex- 
change” simply  as  the  international 
market  for  transfers  of  bank  credit  from 
one  country  to  another  and  from  one 
country’s  money  into  another’s.  The 
next  man  gives  it  a much  broader  mean- 
ing, and  when  ho  talks  of  “ exchange  ” 
he  thinks  of  the  far-reaching  effect  of 
both  the  tccnical  exchange  and  of  local 
inflation  of  currency  dn  Ae  general  eco- 


nomic situation  bearing  on  competitive 
trade. 

Prom  their  different  standpoints,  both 
are  probably  right.  We  are  in  a world- 
wide situation  where  international  trade 
is  being  carried  on  with  settlements  and 
prices  made  in  terms  of  fluctuating  in- 
ternational valeations  of  all  nations' 
moneys.  International  trade  in  commod- 
ities and  merchandise  for  which  there  is 
a closely  competitive  international  mar- 
ket has  for  months  become  used  to  ad- 
justing itself  almost  instantly  to  the 
fluctuations  in  exchange.  The  moneys 
are  figuicd  upon  simply  as  me<Bums  of 
exchange.  The  basic  market  value  of 
goods,  measured  in  gold,  has  been  drop- 
ping all  over  the  world,  as  a general 
thing.  As  the  different  moneys  have 
fluctuated  up  and  down,  prices  and  pay- 
ments in  the  moneys  as  mediums  of  quo- 
tation or  payment  have  fluctuated  quick- 
ly in  adjustment.  For  instance,  cotton 
and  copper  in  Berlin  have  ranged  in 
price,  measured  in  marks,  almost  exactly 
as  they  have  ranged  here  in  dollars — 
that  is,  the  price  of  copper  in  Berlin  in 
marks  is  today  prooably  the  exact 
equivalent  of  the  price  in  New  York  in 
the  equivalent  value  of  dollars  at  the 
exchange  rate  of  the  day,  plus  the  nat- 
ural differential. 

And  with  the  adjustment  variations  in 
international  prices  that  compensate 
for  fluctuations  In  valuations  of  money, 
in  the  case  of  world-wide  commodities 
that  have  a highly  organized  and  sensi- 
tive international  market,  wholesale 
prices  of  many  manufactures  also, 
change;  but  they  change  more  slowly, 
and  very  often  somebody  about  to  close 
a deal  in  one  country  can  take  advantage 
of  a competitor — a competitor  across  the 
street  or  across  the  ocean — by  a quick 
quotation^  based  on  a variation  of  ex- 
change. In  a general  way,  wholesale 
prices  all  over  the  world  have  for 
months  averaged  very  close  to  a con- 
sistent gold  valuation,  although  they 
go  up  in  terms  of  local  currency  if 
that  currency  cheapens  in  its  intei^ 
national  valuation  as  expressed  in  the 
exchange  market,  or  go ' down,  vice 
versa.  They  average  very  close,  but  not 
always  >vith  exactness,  because  exchange 
rates  sometimes  differ  fop  technical  rea- 
sons from  the  best  general  opinion  of 
what  we  might  call  the  “ book  value  ”'.of 
a nation’s  money. 

Because  of  this  adjustment  of  maAret 
values  of  goods  everywhere  to  inteina- 
tional  exchange  valuations  of  money, 
men  who  saw  the  danger  to  our  trade  in 
the  idea  prevailing  so  strongly  a few 
months  back  “that  we  can't  compete  be- 
cause of  the  exchange  handicap  ” have 
been  disposed  to  minimize  the  effect  of 
exchange.  They  say,  with  sound  reason. 


that  there  is  not  a possibility  of  bringing 
exchanges  back  to  old  parities  for  many 
years,  if  ever.  They  also  say,  and  with 
reason,  that  even  if  exchanges  were  to 
be  stabilized  at  present  valuations,  and 
fluctuate  in  the  future  only  with  the 
minute  variations  between  the  gold 
points  of  normalcy,  the  present  handi- 
caps to  our  export  business  that  are 
more  or  less  remotely  related  to  ex- 
change would  not  disappear,  at  least  not 
for  some  time.  Practically,  therefore, 
they  have  some  justification  for  saying 
that  American  exporters  must  look  else- 
where than  in  the  exchange  situation  for 
practical  study  of  the  causes  of  our  in- 
. ability  to  meet  the  competitive  prices  of 
countries  situated  as  Germany  is. 

However,  the  other 'fellow- has  a lot 
of  reason  for  saying  that  Germany,  for 
one,  is  able  to  play  off  the  great  infla- 
tion of  her  currency  against  the  depres- 
sion of  mark  exchange  to  good  effecOn 
offering  the  products  of  her  great  indus- 
tries in  competition  with  our  trade.  It 
may  sound  like  treason  to  all  the  old- 
established  principles  of  monetary  fi- 
nance, but  it  is  a fact  that  the  cost  of 
living  in  Germany,  measured  in  paper 
marks,  has  not  increased  so  fast  as  the 
average  of  wholesale  prices  correspond- 
ing to  the  mtemational  value  of  the 
mark  expressed  in  exchange.  There  has 
been  a strict  governmental  control  that 
has  kept  rents  down,  kept  local  prices 
of  country  food  down.  Many  other  cost 
factors  in  the  cost  of  living  h^ve  been 
kept  do\vn  by  control,  but  European 
economists  now  say  that  even  without 
control  there  is  a large  and  important 
element  of  local  products,  services,  &c., 
in  the  European  countries  where  enor- 
mous amounts  of  paper  currency  were 
put  out  that  have  lagged  behind  in  the 
general  advance  of  wholesale  prices 
which  comes  in  response  to  international 
competition  and  international  valuation 
of  money. 

There  is  a kind  of  money  psychology 
that  has  had  its  effect  in  these  abnor- 
mal conditions.  The  German  workman 
and  other  European  workmen  have  ac- 
cepted wages  which  have  not  anything 
like  the  gold  value  of  their  formei' 
wages,  because  they  got  more  marks,  or 
more  francs,  &c.,  and  they  do  not  rapidly 
realize  the  difference  between  the  money 
of  today  and  the  old  money.  It  is  said 
that  German  labor  also  understands  the 
situation,  and  sees  the  necessity  of  tak- 
ing a smaller  wage.  Be  this  last  as  it 
may,  German  industry  is  able  to  obtain 
labor  and  many  locally  produced  mate- 
rials at  a cost  marginC'd  appreciably  be- 
low the  correspon^ng  cost  of  interna- 
tional raw  materials  that  must  be  im- 
ported. Germany  can  thus  margin  down 
or  average  down  hei  manufacturing 
costs. 


The  United  States  and  England  are 
"deflating.”  We  are  np  against  a big 
problem  of  getting  prices  down,  and  we 
cannot  get  them  -down  rapidly  enough 
till  “ labor  ” comes  down.  We  have  high 
rents  as  a block  to  lower  wage  reduc- 
tions. We  have  onr  element  of  purely 
local  factors,  like  the  rents,  retail  cost 
of  food,  coal,  transportation,  gas  and 
electricity,  local  taxes,.  Ac.,  that  do  not 
respond  to  international  influences. 

In  other  words,  vastly  “ inflated  ” Ger- 
many can  take  advantage,  temporarily 
at  least,  of  the  lag  in  the  adjustment  of 
her  more  refractory  factors,  because 
they  are  adjusting  upward,  while  we 
have  the  disadvantages  of  a very  diffi- 
cult downward  adjustment. 

TTOW  well  we  will  succeed  in  our  down- 
ward  adjustment  of  costs — the  ones 
mentioned  previously — and  how  long  it 
will  take  to  accomplish  it,  may  well  be 
subject  of  anxious  thought.  But  it  is 
well  known  that  Germany  is  steadily  ad- 
justing upward.  The  margin  between 
the  cost  of  living  in  local  purchasing 
power  of  the  roaik  and  what  it  will  be 
when  it  is  in  line  with  the  international 
value  of  the  mark  is  steadily  disappear- 
ing. German  economists  say  that  the 
cost  of  production  in  German  indostiy 
is  now  rising  more  rapidly  than  is  the 
cost  of  living.  Somewhere  there  is  a 
false  element  in  the  economics  of  the 
situation.  German  economists  admit 
that  Germany  cannot  maintain  its  pres- 
ent advantages.  It  cannot  maintain 
them  indefinitely  even  if  the  mark  should 
be  stabilized  at.  its  present  value  in  re- 
lation to  gold.  And  if  Germany  should 
start  upon  a program  of  putting  the 
mark  back  to  gold  parity,  she  would  run 
into  the  difficulties  now  confronting  us, 
and  some  that  w^  do  not  face. 

This  all  points  to  a general  evening 
up  of  the  present  competitive  situatioiL 

Far  more  serious,  in  the  long  nm,  than 
the  temporary  advantages  of  inflation, 
which  may  have  to  be  paid  for  later,  is 
another  feature  of  German  strength, 
which  is  now  being  displayed,  but  of 
which  less  is  said.  It  is  Germany’s  won- 
derful ability  to  co-ordinate  her  economic 
forces  for  combined  national  advantage. 
While  we,  by  our  deflation  campaign, 
have  lost  what  little  cohesion,  or  co-or- 
dination, or  team-work  in  community  of 
interest  we  have;  while  credit  is  unset- 
tled, and  every  business  concern  holds 
its  cardn  close  to  its  vest,  Gennany  is 
evidently  working  through  closely  organ- 
ized co-operation  of  all  her  business  in- 
terests, and,  as  we  all  know,  by  means 
of  strong  international  connections  in 
finance  that  have  been  built  up  in  the 
face  of  general  dfsoiganlution  of  intei^ 
national  credit  and  In  the  face  of  the 
overhanging  burden  of  reparations  and 
economic  subjection  to  the  Alllea. 
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The  Trend  of  Bond  Pricey  Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 
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Transactions  on  the  New  York  Curb 
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A fair  buaineaa  in  tne  matcriaia  for  the  re- 
pair of  railroad  cora  continue*,  with  acme 
order*  In  the  market  which  have  not  yet  been 
tilled,  which  naturally  arc  keeping  the  com* 
panic*  on  their  toe*  after  the  buaineoa.  In 
the  old  day*  of  activity  In  the  Induatry  but 
scant  and  paaaing  attention  waa  paid  to  ma- 
terial* for  oil  atorage.  During  the  preoent 
alump  and  dullncaa,  however,  It  ho*  become 
one  of  the  feature*,  thruat  Into  prominence  bg 
the  very  condlUona  which  have  niodc  other 
departments  alack.  With  crude  oil  acTIIng  at 
around  |1  per  barrel,  the  big  corporatJoas  are 
engaged  In  buying  up,  right  and  left,  the 
praduc^on^t  raalltf  (»mpanl^ 
plu“  n 
made 


the  Industry’*  decline.  In  July  c 
Ccr^ratlon's  unfilled  tonnage  fli 


atrat^t  before  It,  the  United  I 

” la  going  out  after 

Jvity  which  ha*  been 


rcrporatlon  la  going  o 

*tivlty  which 

luring  the  loot  r 
s week's  mo*i 
^ Industry  waa 


Probably  I 


particularly  froi 


lea*  extent,  a 
. from  the  Fi 
big  one*  are  it 


Shipping 


Tlic  rejoinder  leauud  by  the  former  officer* 
of  Uio  United  Suite*  Mall  to  the  cliargc* 
lodged  by  Chairman  Ldakcr  of  the  Shipping 
Board,  did  not  refute  the  allegation  that 
virtually  no  capital  had  boen  put  Into  the 
enterprise  by  Uio  Mayers.  The  sUitemcnt  said 
that  the  Board  knew  that  the  Unlt^  etaUw 
Mall  wo*  only  " provlolonally  flnanc^."  bul 
added  that  this  would  have  been  completed 
had  not  Uic  Shipping  Board  seised  the  llnci 
and  acted  In  a hlgh-handcd,  arbitrary  mai 
ncr.  DcnUI  was  made  that  Uicre  had  bee 
a diversion  of  the  money  received  for  prepal.. 
poarngc  and  trust  fund*  for  incoming  aliens. 

The  report  Is  current  that  the  Shipping 
Board  la  now  prepared  to  proceed  against 
Uie  other  alcamahlp  compaolca,  which  are 
In  default  In  the  payment*  on  slilp*  pur* 
choMHl  from  Iho  Government  on  the  deferred 
payment  plan.  The  Green  Star  Lino  and  the 
Unlt^I  StatM  Transport  Company  arc  re- 

" pioneer  purciiooers  ” of  Shipping  ^ard 
tonnage  have  agreed  to  present  their  applica- 
tion for  a readjustment  of  tonnage  values 
In  concert.  The  Shipping  Board.  It  Is  Indi- 
cated, will  ask  Congress  to  authorise  any 
changes  In  the  contract  prices  before  It  pro- 
ceeds. A survey  Is  being  made  by  the  gen- 
eral counsel  to  ascertain  if  the  commissioners 
have  the  power  to  act.  or  whether  It  will  be 
necessary  for  Congress  topaos  supplementary 
legUIntInn. 

There  I*  no  sign  c. 
in  the  shipping 

- - t *3  a . .. 

— ..._vlng  from  New  York 

Levantine  ports.  The  rraucUons  In  Uio  ra 
rood  rate*  on  grain  and  grain  product*  me 
log  from  the  western  producing  fields  to  t 
Atlantic  seaboard  sod  the  Gulf  ore  expect 


o cause  an  advsr 


ocean  freight  rates  ' 


IKS'”;,,! 


storage  tank*  have 


ratructed  during  the 

'EkCi 

Official  figure*  on  the  unfilled  order*  of  the 
' “■  il  Corporation  are  expected 


wage*  betwee 


freight  rate*  on  Iron  and  etcel  prodi 
Bosu-m  points  of  manufarlure  to  th.  . 

Cesst.  “nie  reductiorts  will  be  proposed  Im- 
niedlotcly  to  the  Interstate  Commerce  Com- 
mission for  approval.  The  new  rate*  contem- 
plate a scale  of  31  per  100  pound*  on  Iron  and 
Bled  bar*,  band*,  bolt*.  hotacahoM.  plate  and 
»htd  Iron.  nail*,  rod*,  billet*,  pig  Iron. 
wrau|;ht  Iron  plpe.^  and  car  and  loeomoUve 
fl.O^  from  New  Tori  oitd  11.00  from  Pltts- 
on  pipe  riltlngs,  31  jo  on  wire  fenring,  330  a 
gro*s  ton  on  tall  fastenli^  and  31.30  on  wire 
ndting  and  fencing  per  100  pound*.  The  pro- 
IK>sed  rffecUve  date  for  the  reducUon  1* 


merchant  ship,  it  Is  thought, 

’niorc  will  DC  on  International  meeting  of 
shipowner*  In  London  on  Nov.  32.  23  and  24, 
one  agreement  a*  to  load  line*,  bulkhead 
shipping  documents.  The  American*  will 
net  take  a prominent  part  In  the  oonfensen. 
called  by  the  Chamber  of  Shipping  of  the 
United  Kingdom. 

The  ShIpiJng  Board  ho*  sold  the  «x-Gennan 
322.\0U0.  It  U rep^^  ^thl^*  *h^p  wlll^^be 


German  freighters  have  beer 
being  too  low. 

The  Prince  Line,  owned  by  F 
A Co.,  will  start  a freight  I 
Pacific  Coast  to  British  and  C 


'Tbc  financial  statement 
the  United  States  HoB  I 


loyd  Steamship  Company. 


Announcement  ho*  been  made  by  the 

Shipping  Board  that  II  will  receive  bids 
within  Ac  next  few  day*  from  Interested 
companies  for  Ae  organlxaUon,  built  up  by 
A>-  Untied  State*  Mall  Steamship  Company, 
and  the  charter  or  purchase  of  Ao  nine  cx- 
Gertnsn  liner*.  While  T.  H.  Rossbottom.  Ae 
manager  of  the  Panama  ‘Railroad  Steamship 
Company,  has  been  named  general  manager 
of  Ac  United  SAteS  Unoa-thc  name  of  Ac 
company  . succeeding  the  Ill-fated  trans- 


Offerings  of  the  Week 

The  Georgia  Railroad  and  Banking  Com- 
pany 31.m0.000  30-year  « per  cent,  re- 
funding bonds,  to  be  dated  Oct.  I.  1021. 
due  Oct.  t.  lOM.  Offered  by  Spencer  Trask 
k Co.  New  York,  and  William  B.  Bush  A Co.. 
Augusta,  Os.,  at  00  and  accrued  interest 

- - - -S.00lj.000  20-year 

!mal  gold  bonds, 

. J at  8S«  and  tn- 

per  cent,  by  Dllfon.  Rend 

A Co..  Leo.  Hlgglnson  A Co..  Blair  A Co.. 
Inc..  While.  Weld  A Co..  Union  Trust  Com- 
natuv  of  Pittsburgh,  Illinois  Trust  and  Sav- 
ing* ^nk.  Raise}'.  Stuart  A Co..  Inc..  .Con- 


Bank.  and  Ac  Union  Trust  Company,  n< 
land. 

Town  of  Uamaroneck,  N.  Y.,  3120,000  c 
pon  0 per  cent  bonds,  legal  Investment 
savings  bonks  and  trust  funds,  exempt  ft 
Now  York  SAte  and  Federal  Income  A.._ 
tlon.  Offered  by  Sherwood  A Mcrriflcld  al 

price*  to  yield  from  B ~ ' 

cordAg  to  maturity. 


stocka-Traiuactions  ~Bond$ 

STOCKS.  SHARES 


MuBMichUBetA.  Connecticut  and  oAer  SAte*. 
Offered  by  Blodget  A Co.,  Lee.  Hlgglnson  A 
Co.,  and  White,  Weld  A Co.,  at  prices  to  yield 
e an  .-  ^ pgp  cent,  according  to 
'WIAIA  County, 
obligation  6 per  cent  bonds,  dat^  July  1 
mi.  due  April  10.  1022-10S1.  exempt  from  ali 
Federal  Income  Axes.  Offered  by  WlllAm 
R.- Compton  A Co..  New  York;  Mortgage 
Trust  Company  and  Kauffman,  SmIA.  Bmcrt 
A Co..  Inc.,  at  price*  to  yield  6.2a.  6.125  and  6 
per  cent,  according  to  maturity. 

Glldder  " 


S/,i 


t American  shipowners 
rnmentaJ  ossisAnce  lo 
Ac  foreign  competition 
be  msDlfcst  after  Sept 
c American  Steamship 
s expected  to  announce 


d,  Ohio;  Hoilgarten  A C 
I,  Elmcricb  A Co.,  Chlcai 
■ uBt  to  yield  ft.05  per  cent 
w u.  oi-ltlsh  Columbia  31.000.000  five 
[»er  cent  gold  bonds,  dated  Aug.  16 
c Aug.  l3.  1026.  legal  Investment  foi 
banks  and  trust  funds  In  Ohio.  Con 
Vermont  and  New  Hampshire 
by  Milter  A Co.,  and  Brandon.  Oor 
Vaddcll,  at  M and  Interest  to  yIeU 
.-lO  per  cent 

r Charlotte.  N.  O..  jloO.OOO  serial  i 
choot  bonds,  exempt  from  ol 


I by  ’ 


tow.1,  |280.0( 


according  to  maturl 
City  of  Dv*  Moln 

cent  sewer  bonds.  ■ . . 

Aoatne  '*f**d'"T**^'*"*Y*rt 

of  the  New  Bngl.ind  SAt»4.  due  May  1,  1023- 
1B31.  Offered  by  H.  M.  Grant  A Co.,  at  prices 
to  yield  from  3..V  to  5J0  per  rent,  according 
to  maturity. 

Utah  Light  and  Traction  Company,  31,401.- 
000  S per  cent,  first  mortgage  collateral  gold 
bonda.  dated  July  I.  IPJI.  due  Jan.  I.  1034. 
Offered  by  Tucker.  AoAong  A Co..  New 
York.  Robert  Garrett  A Sena.  Baltimon:  and 
Brooks,  Stokes  A Co..  Philadelphia,  at 

PaAe  BxrtAoge.  Inc..  3LnOO.OOD  tun-year  A 

rr  cent,  sinking  fund  gold  bonds,  dated  6epu 
1021.  redeemable  ycariy  beginning  Sept.  1. 
1022.  Offered  by  Ucrrill.  Lynch  A Co..  Hemp- 
hill. Noyes  A Co.,  and  f'e-teral  Securities 
Corporation,  Chicago,  at  07^  and  Alerest  to 
yield  from  20.40  to  O.tfl  per  cent,  according 
to  date  of  redemption. 

City  of  Columbua.  Ohio.  32.S50.000  6 per 
cent,  school  dAtrict  bonds,  dated  Aug.  IS. 
1021;  due  Aug.  IS.  102S-1046;  exempt  from  all 
Federal  Income  taxes.  Offered  by  Harris. 
“ • - - - j National  CUy  Compaq. 


Curtis  A Sanger. 
Miller  A Co..  Cl. 

JO  yield  from  6.73  to  5.50.  a 

-laturity. 

City  of  Detroit,  Mich..  32.000. 
utility  5W  per  cent,  bonda  exr — 
Federal  focome  Axes,  legal  li 
savings  banks  and  trust  funds 


Stocks— Averages—Bonds 

TWBNTY-nVE  RAILROADS 

Net  SsineDsy 


TWENTY-FIVE  INDUSTRIALS 


Sept.  2 ...,72.73  Tn.ri  T2.2I  +1  40  HH-Hl 

Bepl.  3 ....'BxAsngrrlowM 

COMBINED  AVERAGE  — 51)  STOCKS 


BONDS— FORTY  ISSUES 


Stocks— Yearly  Hl^hs  and  Lows — Bonda 


U...  to  JO  Not.  6S.73 


. bonds,  exempt  from 


_ _ other  SAtes. 

O^red  by  ^rrls.  Forbes  A Co.  at  prices  to 
ytSd  5J0  i>er  cent. 

Municipality  of  Areclbo.  principal  and  In- 
terest guaranteed  by  the  People  of  Porto 
Rico.  3502,000  IM  per  cent,  aerial  gold  bonds, 
dated  Jan.  1.  iSll:  due  serially  July  1.  1926 
to  1940:  exemnt  fronPolI  Federal.  SAto  and 
local  taxation  In  the  United  SAtes  and  Porto 
Rleo.  Offered  by  Ames.  Eknerich  A Co.  at 
prices  to  yield  from  S.90  to  5.625  per  cent., 
according  to  maturity. 

Republic  of  Uruguay,  flOO.OOO  5 per  cent, 
sinking  fund  secured  gold  loan  of  1919.  Of- 
fered by  F.  J.  Usman  A Co.  at  3309  and 
accrued  Atercst  per  3200.  to  yield  8.00  per 
^Ate  of  Arkansas.  3350.000  6 per  cent, 
notes,  dated  Juao  1,  1921;  duo  serially  June. 
1026  to  1941:  exempt  from  all  Federal  Income 
Axes.  legal  Avestmeot  for  savings  bonks  In 


at.,  according  t' 
la. 

5^ally  Oct.  1. 


ixes.  Offered  by  FArrln,  Forbes  A C 
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New  York,  Monday,  September  -i, 


ADTSKTI»KUBNT$l. 


Robinson  & Co. 

U.  S.  Government  Bond* 
Investment  Securities 


3S  Csebaiif*  Plmc*  Now  York 


Canadian 

Gorommoat.  Mo^cJpoI  and 

Securities 

A.  E AMES  & CO. 

EiloStuhsJ  J889 

XoroBto  NEW  YORK  MootroJ 

Tclcphint  S04S-6  Rector 


“BOND  TOPIC^’ 

A.  H-  Bickmore  & Co. 


o.«wrence  Chamber/oin  A Co* 

Incotperolad 

US  BrMdwsy  Ktw  T«k 


Aiaorieon  Liskt  dk  TractioD 
PaeiHe  Go*  di  Eloctrie 
WootOTD  Powor 
Coatral  PotroUam 

MacQuoM  & Coady 

.^•oikcra  ir«w  Tor*  floek  B»c*on»« 

« W»n  Su,  New  York  Tel  Reclot  9970. 


Sbort  Term 

Curtis  & Sanger 

Bemfrer*  0/ 

k Clt7 


Boetom  8xehane*e 


fwinrtii  Lt.,  Pr.  A Ry*.  Co.  S»,  '40 
Greet  Northern  Ry.  of  Cea.  l*t  4e,  ’34 
Fort  Worth  Power  A Lt-  Pfd. 


reniiiM  Saw  i 
pfcUlpp'’a 


W.e.  Studen  & Co 

/nvesimenf  Securiliu 
31  Nssuo  SU  N«w  York 


M.  S.  Wolfe  & Co. 

Sp*cialiei$  in 

Independent  Oils 


iVBBTISEUBKTn. 


VEBT18EHBNT8. 


Open  S e c ur i ty  Market 


on  unliilcrf  aecurtWo*  or*  oecoplcd  only  /rom  daolers 
ng.  TJley  ore  <M  0/  lA*  PrWoy  ho/ore  puWioiitioM— «h* 
eoJk.  CAanpe*  ocourrtnp  on  Saturday  wlU  6*  re/l*oled 


Bonds 


Bonds 


UNITED  STATES  AND  TERRITORIES 


* Co..  ItO  Uro»<J»ay.  N.T 

* Co.!  120  Broadway.  N.Y 
e Co.!  120  Broadway.  N.Y 


CANADIAN  SECURITIES 

ii**  w'*  §SS*n*Oo‘ ill  Broadway’ It  y' C Rwlor 

N y' c!  Dro 


•w  Brunswick 


vioee  ot  Quebec  8 


lU.  Onlarlc..  Ga.  V 


HMa  90^  Pyoclion  * Co..  1 

ST  SO  Pyoeben  C Oo..  I 

KSU  SOU  Pmboo  * Co..  I 
S7U  J gj-  } 

MU  SOU  ryneboo  A Co!!  l 
9?*  9S  Pynchoo  A Co..  1 
WU  0*S  Pyoehon  A Co..  1 
MU  DOU  Pyrehoo  A O^.  I 

niu  S3  Pynclioa  A O^.  1 


MU  Henry  Nlgbtlasnle 


City  « 


OTHER  FOREIGN.  INCLUDING  NOTES 

OBBMAN  UUNICIPAI.  ISSUES: 

Ml  lOU  Dunham  A Co.. -IS  Exchaose  Place,  N.T.C.  ^Hano^r 

• aS  S cVB^meWddToo.f  2S  B'way.  N.  Y.  C.  Wuehall  M 

■J  5^  ^°'**™*"  * ^Broi^o'  *^*°'^  * 

n GoTt.  ^ ^^[S^A^!I'«"ltaeiMiliS®  I^ace.  N.y.C.  Hahoeer 

; jm  ij  Emnham  A Co..  «a  Eachante  PU^,  Ha^ve^ 

a*4a'  ..'...'--.--.--..  .-  - - 

'■  : ii5  i^uSn^A  Co..  43  Eirtange  Ptj^.  N.Y.C.  Hanover 

it  “.!!!'.!!'.!!'.!!!!!!!'.’.'..  lou  uu 

■."!!!!!!!!!!  o is  duSi^aco..  as  Exchaneo  p 


ibam  A "■ 

12  DuSam  A S.'.  aa  Schange  P 
12  Dunbnm  A Co..  43  Exchange  P 
I2U  Dunham  A ^..  43  ^ban^  P 
11^  ^Dunham  A " • - 


t5:K:  Sir;;; 


1 ii' 
I?!!  ia 


..  43  Exchange  Place,  t 


\i%  Du^am  A 

m 2 


GERMAN  INDUSTRIAL  ISSUES: 
Badlicbe Sod^i^aU* H 

GERMAN  GOVERNMENT  ISSUES: 


I'RKTIMKUENTS. 


Dealers  in 

CANADIAN 

Government 

Provincial 

& 

Corporation 

SECURITIES 

MILLER  & CO. 

Hemben  New  York  Block  Kxehangi 
120  Broadway  New  Yi 


CAK^SLE  T 


C UKPININO 


Dou^Kl  ond  Sold 

KOHLER.,BREMER.?/(il 

•STOCKS-BONOS- 
32  Broodwo>{  Hompfon  Motei. 


FOREIGN  BONDS 


nUNHAM£|o 

hpes/meni  Sfcun'/itt 
3 Exchaafa  Place  New  York 


MUNICIPAL  BONDS 

joxec 

MS3 

'WADDBU, 

OroumJ  yieor  glower  BvUdM* 

i Liberty  Street,  New  York 

Talephooe  Cortlandt  9183 


f Ughllng  Co.  1 


A^CownfrCQ 


Braxil  4%  Loan  of  fB69 
ChiiMte  ReorganixatioB  5% 
MexicAD  Gor’l  Loath 

BULL  & ELDREDGE. 


New  Yerit  City 

Beak,  Trust  end  Luureace  Co. 
Stocks 

Parker  & Company 

Dank  Sloe^  Deperlmefil 

49  Wali  Street  New  York 

Tel.  no  Hanoetr 


Wolff  & Stanley 

BONDS 

72  Trinity  Ploeo,  N.  Y. 


Jerome  B.SuUivan 

eSvmtSwin,  & Co. 

44  BROAD  STREET.  NEW  YUBA 


Canadlxa  Par  A Foundry  fla.  I9S9 

ALFRED  F.  INCOLD  A CO., 

nroadwar  New  York  CHr 
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Open  Security  Market 
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Market 

Notes 

Notes 

INDUSTRIAL  AND  MISCELLANEOUS 

Am  TBi  To)  Ha.  1 

11 OOlt  M% 

Curll.  * 8»n,Br.  40  Wa 

1B...N.Y.O.  Ha0ov.rei44. 

Curtli  * BangBr.  40  Wa 

! Sf"  If'  X'  2' 

Hill  |E;|§ 

To"'' 

S'rll'.*l5wr.tow5 

1!=K. 

Stocks 

Stocks 

STANDARD  OIL  SECURITIES 


INDUSTRIAL  AND  MISCELLANEOUS 


ADVEBTIflBMRWTB. ADVBBT18KMENTB. 

Open  Security  Market 


INDUSTRIAL  AND  MISCELLANEOUS— Continued 


SUGAR  SECURITIES 


Dividends  Declared  and  Awaiting  Payment 


THE  ANNALIST 


Neu'  York,  Mowlay.  September  .j,  /.yJ/ 


VKBTIHtCMKNT. 


$25,000,000 

United  States  of  Brazil 

Twenty -Yeeir  8%  (Non-Callable)  External  Gold  Bonds 


Dated  June  1, 1921 


t payable  June  1 and  December  1 


Due  June  1, 1941 


Prindpal  and  interest  payable  in  New  York  City  in  United  States  sold  coin  at  the  office  of  Dillon,  R<»d 

& Co.,  Fiscal  Asats  of  Brasil  in  the  United  States.  Coupon  Bonds  of  $1000  and  $500  denominations,  registerable 

as  to  principaL  Kxempt  from  all  taxes,  present  or  future. 

The  Bonds  are  not  callable  in  whole  or  in  part 
An  a Sinking  Fund,  the  Brazilian  Government  agrees  to  provide  a sum  sufficient 
to  buy  $625,000  principal  amount  of  bonds  semi-annually  during  the  life  of 
the  loan,  which  payments  will  be  applied  by  Dillon,  Read  Co.  to  the 
purchase  of*^nds  in  the  market  at  or  below  105  and  accrued  interest.  Any 
balance  unexpended  at  the  end  of  six  months  reverts  to  the  Brazilian  Government 

Direct  Lien  on  Government  Taxes;  These  bonds  are  the  remaining  offering  of  a total  of 
$50,000,000  of  which  $25,000,000  were  sold  in  theUnited  States  in  May  1921 . They  will  be  a direct  obli- 

gadoD  of  the  United  States  of  Brazil,  and  will  be  specifically  secured  by  a first  chargeontheConsumption 

Tax  (Consumo)  and  Stamp  Tax  (Sello),  which  yielded  approximately  $58,963,000  last  year,  and 
according  to  estimates  will  yield  $60,000,000  in  1921;  also  by  a second  charge  on  the  Government’s 
receipts  from  customs  duties.  The  total  receipts  from  all  the  above  taxes  in  1920  were  approximately 
$127,759,000,  on  part  of  which  there  was  a prior  charge  amounting  to  $4,035,271.  Receipts  from  the 
above  taxes  are  pledged  by  the  Government  to  secure  the  total  of  $50,000,000  twenty -year  Gold 

Bonds  due  Jime  1,  1941.  of  wbldi  the  present  issue  forms  a part. 

Purpose  : The  proceeds  of  this  loan  are  to  be  employed  in  part  for  the  purchase  in  the  United  States 
of  materials- required  by  the  Government. 

Debt:  On  December  31,  1920,  the  national  debt  of  Brazil,  both  external  and  internal  ' verted  into 
dollars  at-par  of  exchange),  was  approximately  one  billion  dollars,  of  which  $565,000,000  was  external. 
A large  part  of  debt  was  incurred  for  the  construction  of  Government  railways,  steamships  and 
other  revenue-producing  undertakings.  On  the  basis  of  the  latest  estimate  of  population,  this  repre- 
sents a total  indebtedness  of  only  about  $33  per  capita  and  carries  an  annual  per  capita  charge  of  $1.85. 
These  figures  are  exceptionally  low  in  comparison  with  those  for  the  principal  countries  of  the  world. 

The  twenty-year  8%  Gold  Bonds,  due  June  1,  1941,  are  the  only  tends  of  the  Brazilian  Govern- 
ment issued  in  the  United  States,  previous  Brazilian  external  loans  having  been  issued  in  Lrxidon 
and  Paris. 

Jievenue  : Theprmdpel  revenues  of  the  Government  are  derived  from  duties  on  imports,  consump- 
tion taxes,  income  taxes,  and  the  revenue  from  national  railways  and  steamship  lines. 

Natural  Wealth:  The  area  of  Brazil  is  3,300,000  square  .miles,  covering  nearly  half  of  South 
America.  It  is  approximately  equal  to  the  combined  area  of  continental  United  States,  the  United 
Kingdom  and  France.  Its  population  of  approximately  30,000,000  represents  half  the  total  popula- 
tion of  the  South  American  continent.  Bra^  has  vast  natural  wealth,  and  the  increasing  investment 
of  foreign  and  local  capital  Is  rapidly  brin^g  out  the  nation's  resources.  Brazil  is  said  to  contain  the 
world's  greatest  reserves  of  timber  and  iron  ore,  and  has  large  deposits  of  other  essential  minerals.  It 
produces  70%  of  the  world’s  coffee,  and  supplies  some  of  the  finest  grades  of  rubber  which  can  not  be 
giown  in  the  East. 

Foreign  Trade:  The  volume  of  Brazil's  foreign  trade  has  increased  rapidly,  and  the  balance  in 
favor  of  exports  increased  from  $52,000,000  in  1911  to  $211,000,000  in  1919.  Exports  in  1920  were 
larger  in  volume  »hnn  in  any  previous  year,  although  the  total  value  was  less  than  in  1919  on  accoimt 
of  the  general  fall  in  commodity  prices.  The  United  States  is  Brazil's  best  customer,  supplying  about 
48%  of  her  iiiqxtfts  and  taking  about  42%  of  her  exports.  Coffee  makes  up  approximately  50%  of 
Brazil's  ex  polls  at  the  present  time,  and  of  this  the  United  States  has  been  taking  about  one-hsJf  in 
recent  years.  The  Central  European  nations  are  now  purchasing  coffee  in  increasing  quantity.  Other 
important  pTpnrt*  are  rubber,  cocoa,  meat,  tobacco  and  sugar.  The  largest  pnrlring  plant  in  South 
America  hog  recently  been  completed  in  Brazil. 
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Can  Cotton  Hold  Its  New  Price  Level  ? 


0NOTHER  chapter 
is  being  written 
into  the  financial 
history  of  the 
South.  It  is  the 
story  of  the  sud- 
den and  swift  re- 
covery in  the  price 

ery  the  full  effects 
of  which  have  not  yet  been  completely 
realized,  and  which  has  come  at  the 
psychological  moment  when  the  finan- 
cial fabric  was  stretching  under  the 
strain  and  when  the  outlook  for  the 
South  was  far  from  bright.  It  has  taken 
but  two  weeks  to  wipe  out  many  of  the 
tosses  of  the  Inst  year,  to  steady  that 
section  of  the  country  as  nothing  else 
could  have  steadied  it,  and  to  give  to  the 
fonvard  looking  men  below  the  Mason 
and  Dixon  line  a brighter  and  more 
cheerful  outlook  than  -was  deemed  pos- 
sible a month  ago. 

It  will  be  an  interesting  financial 
problem  to  watch  the  progress  of  the 
South  from  this  period  on.  The  business 
world  will  want  to  know  whether  South- 
erners again  will  hold  on  to  their  crop 
with  the  same  death-like  grip  with  which 
they  held  it  when  prices,  before  the  era 
of  deflation,  were  bounding  forward  day 
by  day.  The  business  world  will  want 
to  know  the  attitude  of  the  Southern 
bankers  toward  cotton,  now  that  the 
painful  period  wherein  many  loans  on 
staple  in  warehouses  exceeded  the  cash- 
in  value  of  the  commodity,  has  appar-. 
ently  passed.  It  will  want  to  know  the 
attitude  of  the  planter  himself  about  the 
new  crop,  and  his  acreage  views.  It  will 
_^want  to  know,  in  fact,  if  the  South  in- 
tends to  let  itself  get  caught  again  in 
the  snarl  of  liquidation  from  which  it 
now  is  emerging,  shaken  and  weakened, 
or  will  steer  clear  of  the  pitfalls  of 
speculative  holding  of  a crop  which  now 
should  be  clothing  the  world.  These  are 
questions  for  the  future.  With  the  re- 
cent example  just  belund  them,  it  may 
be  safely  guessed  that  the  Southerners, 
just  as  every  one  else  who  ever  over- 
stayed the  market  in  the  era  of  defla- 
tion until  prices  crashed  about  his  ears, 
will  bo  glad  to  let  the  balance  of  the 
financial  world  assume  some  of  the 
crushing  burden  of  carrying  practically 
an  entire  crop. 

Tho  cotton  world  was  not  at  all  pre- 
pared for  the  startling  news  it  received 
on  Sept.  1 from  the  United  States  De- 
partment of  Agriculture — the  news  that 
the  present  crop  would  turn  out  little 
more  than  7,000,000  bales,  and  that  its 
condition,  as  of  Aug.  26,  was  but  49.3 
per  cent,  of  normal,  records  which  have 
not  been  approached  in  recent  years.  It 
has  taken  days,  too,  for  the  realization 
that  the  world  faces  an  actual  shortage 
of  cotton  to  become  general,  days  in 
which  the  market  for  cotton,  both  spots 
and  futures,  has  fairly  boiled,  days  in 
which  the  200-point  advance,  to  which 
fluctuations  are  limited  by  governmental 
ukase,  had  been  reached,  while  spinners 
in  the  United  States  and  abroad  mingled 
with  speculators  in  bidding  for  cotton  to 
fill  anticipated  requirements.  The  ad- 
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vance  has  almost  doubled  the  price.  No 
later  than  June  22  cotton  sold  in  New 
York  at  11%  cents  per  pound.  In  the 
upturn  of  recent  days  it  crossed  the  22- 
cent  mark. 

A number  of  factors  contributed  to 
the  advance.  It  has  been  known  for 
months,  of  course,  that  cotton  acreage 
would  be  greatly  reduced  this  year.  The 
acreage  now  coming  to  bloom  in  the  ten 
leading  cotton  States  will  amount  to- 
some  10,000,000  acres  lest  than  the  1920 
planting,  a reduction  of  approximately 
28  per  cent.  This  has  been  brought 
about  by  a campaign  among  the  plant- 
eis,  the  forming  of  clubs  and  organiza- 
tions, wide-spread  publicity  and  the 
“ Reduce  Your  Acreage  ” slogan  dinned 
into  the  ears  of  the  planter  from  morn- 
ing to  night  during  the  entire  planting 
season.  It  was  effective.  One  might 
say  it  was  too  effective,  and  that  the 
extraordinarily  short  crop  has  been 
caused,  in  part  at  least,  by  the  too  stu- 
dious attention  to  the  well-Ieamed 
slogan.  The  bolt  weevil  has  been  a con- 
tributing factor;  weather  conditions 
have  been  unfavorable,  in  the  main, 
from  the  time  the  crop  was  planted.  It 
should  not  be  assumed  that  the  crop 
scare  has  been  the  entire  cause  of  the 
recovery  in  cotton.  Pessimism  hod  held 
the  trade  firmly  in  its  grasp  for  many 
montlis.  The  cotton  buying  world,  as 
a whole,  wa.«i  “short  of  cotton,’’  in  its 
every  conceivable  form;  in  the  raw  ma- 
terial, in  future  contracts  and  in  fin- 
ished goods.-  With  cotton  at  12  and  13 
cents,  with  a carry-over -that  has  been 
estimated  at  approximately  6,000,000 
bales,  and  with  but  little  ^sturbing 
news  from  the  belt,  buyers  were  plainly 
disposed  to  the  theory  that  the  new  crop 
would  be  a crop  of  forced  sale  and  that 
cotton  could  be  picked  up  at  the  buyer’s 
own  price.  Retailers  let  their  stocks 
run  low.  Converters  ran  on  the  most 
narrow  of  margins.  Manufacturers, 
lulled  into  a sense  of  security  by  the 
figures  on  the  turn-over  carry-over,  de- 
cided to  sit  back  and  await  the  further 
expected  influences  of  depression  that 
the  coming  to'  market  of  a new  crop 
would  bring.  The  Government’s  fig- 
ures were  preceded  by  the  reports  of 
several  private  reporting  firms  and 
newspapers  which  make  a specialty  of 
reporting  and  estimating  the  cotton  crop 
each  year.  Most  of  these  were  low,  far 
off  the  mark,  it  is  true,  but  nevertheless, 
low,  and  should  have  been  hailed  as 
warning  signals.  They  were  accepted 
cum  grano  sails.  Frankly,  the  trade  did 
not  take  them  seriously. 

Then  came  the  bureau’s  official  re- 
port indicating  an  unprecedented  condi- 
tion of  49.3  per  cent,  of  normal  on  Aug. 
26,  as  compared  with  64.7  on  July  26; 
60.2  on  June  26;  66  on  May  26,  and  an 
August  ten-year  average  of  67.7.  The 
effect  was  electrical.  It  fairly  galvan- 
ized the  market  into  activity.  Specu- 
lators were  the  first  to  see  the  hand- 
writing on  the  wall.  They  not  only  cov- 
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ered  their  short  contracts — with  which 
the  market  was  literally  honey-combed 
— but  they  went  long  of  tremendous 
blocks  of  futures.  Trade  buyers  were 
not  far  behind.  Spinnera  suddenly  real- 
ized that  their  reserve  stocks  were  low, 
that  contracts  had  been  made  far  ahead 
and  that  cotton  must  be  had.  'They 
started  competitive  bidding  with  the 
speculators,  forcing  the  staple  up  by 
leaps  and  bounds,  while  the  South 
looked  on  and  smiled,  the  first  whole- 
hearted smile  it  has  been  able  to  enjoy, 
incidentally,  for  many  a long  day.  In 
the  meanwhile,  foreign  spinners  awak- 
ened from  their  apathy  and  became  an 
important  factor  in  the  market  Cotton 
spurned  at  13,  14  and  15  cents  per 
pound,  was  eagerly  purchased  at  18,  19, 

20  and  even  22  cents.  The  awakening 
of  cotton  was  complete, 

f'pHE  immediate  cotton  market,  its  day 
to  day  fluctuations,  or  the  squeeze 
of  shorts  and  profits  of  longs,  the  price 
the  manufacturer  has  to  pay  for  staple 
which  should  have  been  purchased  a 
month  ago,  is  of  small  consequence  to 
the  financial  world.  The  industrial  and 
financial  rejuvenation  of  the  South,  hit 
particularly  hard  by  liquidation,  how- 
ever, is  of  vital  importance,  and  " as 
goes  cotton,  so  goes  the  South.’’  The 
ramiTications  of  the  staple  are  so  wide 
and  varied,  affecting  such  a multitude 
of  people  both  above  and  below  the 
Mason  and  Dixon  line,  that  the  electri- 
fying effects  of  an  advance  of  some  $50 
per  bale  from  between  the  low  and  the 
high  can  hardly  be  estimated  in  dollars 
and  cents.  The  industrial  situation  has 
been  vastly  improved,  as  has  the  finan- 
cial situation.  Including  the  carry-over 
of  approximately  6,000,000  bales  in  this 
country  and  accepting  the  latest  esti- 
mate of  the  present  crop,  the  advance  in 
cotton  from  say  12  cents  per  pound  to 

21  cents  per  pound  means  enhancement 
of  nearly  $600,000,000  in  the  market 
value  of  the  product  in  that  time,  with- 
out taking  into  consideration  cotton  car- 
ried by  mills  and  other  factors. 

The  main  advantage,  of  course,  is  the 
thawing  quickly  of  bank  loans  against 
warehoused  staple,  on  which  advances 
had  been  made,  which,  at  the  demoral- 
ized prices,  did  not  permit  the  banks  to 
come  out  even.  With  cotton,  steady 
above  the  35-cent  mark,  before  the 
bursting  of  the  bubble,  and  with  the 
South  talking  “fifty-cent  cotton,’’  bank- 
ers the  country  over  could  see  no  im- 
prudence in  advancing  18,  20,  22  or  as 
high  as  25  cents  on  the  staple.  The 
crash  in  prices  offered  them  no  oppor- 
tunity to  get  out.  Many  of  them  were 
obliged  to  take  over  the  collateral.  Nor 
were  Southern  banks  alone  caught  in 
the  decline,  the  greatest  and  sharpest 
ever  kno)vn.  Many  a Wall  Street  banker 
has  this  year  been  an  enforced  follower 
of  cotton  fluctuations  and  conditioiLs. 

The  advance,  of  course,  has  straight- 
ened out  this  situation  to  an  appreciable 


degree.  It  has  improved  the  credit  con- 
dition in  the  South  tremendously,  and 
this,  in  turn,  should  have  a direct  effect 
on  business  throughout  the  country,  for 
this  sudden  increment  in  the  value  of 
one  of  the  chief  staple  crops  of  the 
countTy  has  carried  with  it  all  sorts  of 
credit  and  purchasing  improvement. 

The  South’s  chief  crop  is  probably  the 
most  erratic  of  all  staples.  Within  the 
span  of  half  a dozen  years  it  has  risen 
to  economic  heights  and  has  been 
plunged,  suddenly,  into  economic  depths. 
In  1914  the  sudden  outburst  of  war  and 
the  dislocation  of  shipping  facilities,  as 
well  as  the  closing  of  established  trade 
routes,  brought  the  staple  to  a price 
where  the  cost  of  production  over- 
shadowed its  market  value.  The  same 
is  not  true  of  all  other  crops,  or  at  least, 
not  to  such  a great  extent.  Wheat,  for 
instance,  which  has  gone  through  this 
year  the  same  deflationary  process  as 
cotton,  in  large  measure  escaped  the 
shock  in  1914  which  accompanied  the 
outbreak  of  war,  for  it  was  generally 
realized  then  that  wheat  would  ranx 
with  munitions  as  a war  material. 

But  m the  meantime,  cotton  enjoyed 
a period  of  prosperity  the  like  of  which 
was  unknown  in  the  last  century.  Like 
every  other  commodity,  it  was  caught  in 
the  inflationary  process  and  whirled 
along  upward  to  the  dizzy  heights  above 
40  cents  per  pound.  King  Cotton  again 
straightened  his  crown  on  his  head  and 
sternly  bade  obedience  from  his  sub- 
jects, followed  a cycle  of  prosperity 
such  as  the  South  had  not  known  since 
the  civil  war.  As  cotton  inflated,  so  in- 
flated everything  the  cotton  planter 
used.  Good  “ bottom  ’’  soared  in  price 
to  the  $1SO-$200  mark;  fertilizer  at  $25 
to  $35  per  ton;  seed  at  $40  to  $60;  a 
good  span  of  mules  fetched  from  $400  to 
$600,  whUe  field  hands  who,  in  normal 
years,  were  glad  to  exchange  ths  dollar 
01  so  a day  they  received  for  calicoes, 
hog  and  hominy,  and  probably  a quart 
of  gin  on  Saturday  night,  demanded  and 
received  $4,  $5  and  as  high  as  $6  per 
day.  Such  prices  for  the  things  that  go 
to  make  a bale  of  cotton — the  ingredi- 
ents, as  it  were — are,  of  course,  entirely 
inconsistent  with  the  staple  at  say,  13, 
14  or  15  cents  a pound. 

The  slogan.  “ Fifty-Cent  Cotton,”  died 
suddenly  on  the  lips  of  the  South  when 
the  crash  started,  when  banks  started 
calling  loans  on  cotton,  as  on  everything 
else,  when  money  tightened  up  and  the 
screws  were  put  on  in  real  energetic 
and  stem  fa.<(hioD.  Prom  40,  to  SO,  to  20 
cents  cotton  dropped  and  then  on  down 
the  scale  to  11.  The  cycle  of  b'quida- 
tion  does  not  make  a pretty  story.  It 
is  one  of  misery,  in  most  part.  It  is  one 
in  which  the  two  financi^  ends  did  not 
meet,  where  the  outgo  was  larger  than 
the  income;  where  the  sudden  prosperity 
became  almost  poverty.  It  is  a part  of 
the  financial  history  of  the  South  on 
which  the  page  will  be  turned  as  soon  as 
possible,  as  that  section  again  finds  its 
equilibrium. 

Back  of  it  all  is  a wider  and  broader 
problem  of  the  meaning  of  cotton’s 
sharp  rebound.  It  is  one  to  which  econ- 
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omists  have  given  hurried  attention,  and 
to  which  business  and  industry’  as  a 
whole  are  turning  for  a cue.  The  prob- 
lem is  this:  Has  the  turn  in  cotton,  one 
of  the  basic  staples  of  the  country',  been 
a real  one.  or  is  it  in  large  part  ai  tifici^, 
caused  by  a peculiar  condition  within 
the  crop  itself?  It  may  bo  noted  that 
iron  and  steel  appear  to  have  turned 
the  comer,  too,  and  that  other  b.asic 
commoditses  are  on  the  upgrade.  The 
stop  of  their  decline,  causctl  by  liquida- 
tion, and  the  start  of  the  upturn,  caused 
by  moderate  buying,  has  been  by  no 
means  as  spectacular  as  has  been  the 
swing  in  cotton  toward  higher  levels. 
As  one  of  the  principal  crops  of  the 
eountr>’,  it  must  necessarily  be  consid- 
ered as  an  indicator  and  barometer.  Will 
it  be  a truthful  indicator?  Does  the 
advance  of  the  last  three  weeks,  which 
has  almost  doubled  the  market  price, 
mean  that  cotton  is  to  find  stability 
around  20  cents  per  pound,  up  approxi- 
mately 100  per  cent,  from  the  year’s 
low.  or  is  the  present  rebound  merely 
a technical  advance?  Much  depends,  of 
course,  upon  the  sustained  buying  power 
which  may  or  may  not  develop  at  this 


point  It  i.s  difficult  to  judge  accurately 
the  influence  of  contemporaneous  events 
on  the  future  course  of  markets.  So  many 
factors  enter  into  such  a forecast  that 
definite  predictions  are,  at  the  best, 
hazardous.  However,  certain  signs, 
judging  from  what  has  been  their  por- 
tent in  other  years,  make  for  direct  con- 
clusions. For  instance,  the  rise  in  cot- 
ton is  the  first  evidence  tliat  has  come 
to  hand  of  a turn  in  the  downward 
course  in  conunodity  prices,  and,  as  such, 
it  is  interesting  because  there  may  bo  in 
tlic  happening  a gi-cater  significance 
than  has  been  realised  thus  far.  If  the 
rise  is  of  a permanent  rather  than  a 
temporary  character,  another  long  step 
will  have  been  taken  in  bringing  about 
a rectification  of  many  of  the  credit 
evils  which  have  followed  in  the  wake  of 
abnormal  prices,  resulting  from  the 
sporadic  boom  which  developed  after 
the  amistice.  Relieving  the  credit  load 
in  the  South  is  an  item  of  no  mean  pro- 
portion, with  relation  to  the  country  at 
large,  and  if  it  is  logical  to  assume  that 
perhaps  a turn  has  been  called  in  the 
fall  of  commodities,  and  that  a rise  will 


follow,  tl»en  there  will  be  improvement 
of  oven  wider  proportions,  and  tlio  cs- 
tabli.shincnt  of  a more  secure  basis  from 
which  to  start  tlie  business  revival, 
which  already  appears  to  bo  in  its  in- 
cipient stages. 

There  is  one  item  of  consequence, 
however,  that  has  tlius  far  received 
little  attention,  and  that  is  U\o  purchas- 
ing power  of  tlio  public  in  general,  as 
well  as  the  reluctance  to  make  pur^ 
chases  wliich  at  times  has  been  termed 
a “ buyers’  strike.”  There  is  a conaid- 
croble  degree  of  unemployment;  fur- 
thermore, there  is  a pronounced  degree 
of  consorvati.sni  in  the  handling  of 
money  by  the  purchasing  public,  some- 
thing whicli  has  come  into  full  sway 
with  the  realization  tliat  war-time 
profits  and  war-time  wages  wore  of 
temporary  rather  than  of  lasting  qual- 
ity. Therefore,  even  a scarcity  of  raw 
cotton  and  of  other  commodities  enter- 
ing into  the  manufacturing  life  of  a 
country,  D>ay  not  bo  other  than  arti- 
ficial, a.s  gauged  by  pre-war  standards. 
It  is  conceivable  that  the  purchasing 
power  of  the  country,  for  the  time  be- 
ing, is  much  less  than  it  was  in  1914, 


titat  estimates  of  demand,  both  in  this 
country  und  abroad,  cannot  be  ranged 
with  those  of  earlier  years.  Hence  the 
sight  of  rising  prices  in  cotton,  after  a 
period  of  unnaturally  low  prices,  may 
not  create  once  more  the  normal  pur- 
cha.sing  power.  If  that  is  the  case  it 
may  be  tliat  the  technical  rally  in  cot- 
ton will  be  halted  rather  abruptly.  At 
all  events,  such  an  improvement  hu.s 
taken  place  in  this  .staple  as  to  make  for 
u higher  degree  of  confidence  in  the 
agricultural  community.  It  was  in- 
evitable that  the  downward  swing  in 
prices  should  be  carried  too  far;  it  was 
inevitable  that  the  rebound  should  take 
place.  But  whether  the  future  course  of 
quotations  will  bo  slightly  upward  or 
whether  another  decline  will  follow,  can 
bo  only  a matter  of  conjecture,  at  the 
moment.  Certain  it  is,  however,  that 
the  abnormal  prices  will  not  again  come 
to  pass,  for  the  simple  reason  that  they 
will  not  bo-tolcratod.  The  public  ha.s 
set  its  face  sternly  against  profiteering, 
while  at  the  same  time  admitting  that 
there  must  be  a fair  measure  of  return 
on  capital  investment  and  physical  and 
mental  effort. 


The  Legislative  Week  in  Washington 
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0 HE  repeal  of  the  ex- 
■ss  profits  taxes 
} of  Jan.  1.  1921, 
repeal  of  the  tax  on 
capital  stodc  for  the 
fiscal  year  ended 
I July  1,  1922;  the  re- 
I duction  of  income 
surtaxes  to  25  per 
cent,  after  Jan.  1, 


1922,  and  an  increase  of  the  normal  cor- 
poration tax  from  10  to  15  per  cent,  in- 
stead of  12%  per  cent,  as  proposed  in 
the  House  bill,  were  recommended  by 
Secretary  of  the  Treasury  Mellon  to  the 
Senate  Finance  Committee.  Mr.  Mellon 
would  retain  half  of  the  present  tax  on 
transportation  during  1922  and  repeal 
this  tax  in  1923.  With  other  adjust- 
ments, he  estimated  the  yield  would  be 


$3476,000, 000. 

The  Department  of  Commerce  an- 
nounced that  it  would  make  a world- 
wide study  of  commercial  law  and  make 
available  its  findings  to  business  inter- 
ests by  the  publicatios  of  pamphlets. 

The  Treasury  Department  has  an- 
nounced the  second  combined  issue  of 
three-year  6%  per  cent  notes  and  one- 
year  6%  per  cent  certificates,  paying 
one-quarter  per  cent  less  interest  than 
the  first  issue  of  last  June;  also  cer- 
tificates maturing  in  six  months  and 
bearing  5 per  cent  interest  the  whole 
issue  to  be  about  $600,000,000.  Secre- 
tary Mellon  believes  that  the  market  for 
these  notes  and  certificates  has  become 
more  favorable  and  that  they  will  qfuick- 


]y  be  absorbed. 


In  a letter  to  banking  institutions 
Secretary  Mellon  said  that  with  the 
payment  of  income  and  profits  taxes 
of  $525,000,000,  in  September,  there 
should  be  a small  net  current  surplus 
for  the  quarter.  He  announced  also  that 
Victory  notes  outstanding  have  been  re- 
duced to  $3,806,172,250,  a total  reduction 
of  $689,000,000. 


The  Administration  is  considering  a 
proposal  for  the  sale  of  6 per  cent  car 
trust  certificates  ia<)ued  to  it  by  the  rail- 
roads in  order  to  obtain  funds  to  make 
payments  to  the  carriers.  These  certifi- 
cates, it  is  believed,  can  soon  be  sold  at 
par  in  the  open  market.  They  will  not, 
however,  be  backed  by  any  Government 
guarantee  if  marketed. 


In  a letter  to  Senator  McCormick  on 
the  accomplishments  of  the  Administra- 
tion, President  Harding  expressed  hope 
that  the  revenue  and  permanent  tariff 
bills  would  be  adopted  during  the  ex- 
traordinary session  of  Congress,  and 
that  soon  after  reassembling  on  Sept. 
21  Congress  would  adopt  the  railway 
relief  bill  and  the  bill  granting  Secre- 


tary of  the  Treasury  ftJI  power  in  re- 
funding obligations  of  foreign  nations. 
Senate  leaders,  however,  do  not  expect 
tariff  legislation  to  pass  in  final  form 
before  next  year. 

TTie  special  Naval  Board  cut  the 
wages  of  civilian  workers  in  naval  es- 
tablishments, fixing  the  wage  of  first 
class  laborers  at  41  cents  an  hour  and 
artisans  at  73  cents  an  hour.  Opinion 
was  expressed  that  $1,000  per  year  is 
the  lowest  wage  the  Government,  with 
decency,  may  pay  to  an  American  citi- 
len  with  a family  to  support.  The  board 
found  living  cost  was  about  80  per  cent, 
higher  than  in  1913. 

The  Department  of  Agriculture  placed 
the  condition  of  the  cotton  crop  as  of 
Aug.  25  at  49.3  per  cent.  The  average 
for  ten  years  has  been  67.7.  Adminis- 
tration officials  feel  that  the  advance 
in  price  of  cotton  which  followed  this 
unfavorable  report  will  ease  the  credit 
situation  in  the  South  and  prove  stimu- 
lative. 

Secretary  Weeks  announced  that  sales 
by  the  War  Department  of  surplus 
property  for  the  week  ended  Aug.  12 
were  $1,699,376.  To  date  total  sales 
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Although,  according  to  an  official 
Government  statement  just  issued, 
there  was  during  August  a downward 
rather  than  upward  trend  in  the  number 
of  employe.*!  in  the  factories  of  the  Do- 
minion, yet  the  general  business  tenden- 
cy appears  to  be  in  the  direction  of  an 
improvement  rather  than  otherwise.  Con- 
fidence, at  any  rate,  is  a little  more  re- 
assuring. That  the  crop  situation  has 
much  to  do  with  the  improved  feeling 
that  is  being  manifested  there  can  be  no 
doubt.  Harvesting  operations  are  prac- 
tically completed  in  all  parts  of  the  Do- 
minion. Latest  estimates  place  the  yield 
of  wheat  at  close  to  290,000,000  bushels, 
and  it  is  anticipated  that  the  export 
trade  in  thi.s  cereal,  together  with  its 
equivalent  in  flour,  will  have  a value  of 
approximately  $380,000,000.  The  figures 
for  the  last  fiscal  year  were  $377,472,- 
628,  of  which  $310,962,138  were  for 
wheat  and  $66,620490  for  flour. 

While,  as  already  pointed  out,  labor 
employment  decreased  during  the  early 
part  of  August  in  certain  industries,  and 
those  in  which  prices  have  reached  the 
point  of  stability,  increased  activity  has 
been  manifested  during  the  last  week  or 
two.  This  appears  to  be  particularly  true 
of  the  textile  and  boot  and  shoe  indus- 
tries. One  of  the  large  textile  companies 
operating  mills  at  various  points  in  the 


of  surplus  war  materials  amount  to 
$1,458,846,801,  the  greater  part  of 
which  has  been  for  cash.  In  all,  more 
Uian  $1,500,000,000  worth  of  material  re- 
mains with  the  War  Department.  One 
of  the  chief  problems  has  been  the  dis- 
position of  surplus  ammunition,  of 
which  the  War  Department  now  holds 
more  than  $600,000,000  worth  on  the 
basis  of  cost. 

The  Department  of  Commerce  an- 
nounced that  the  decrease  of  $1,584,- 
000.000  in  United  States  imports  during 
the  fiscal  year  ended  June  30,  1921,  as 
compared  with  1920.  was  due  to  declines 
in  purchases  from  every  grand  division 
of  the  world  except  Oceania,  while  the 
decreased  exports  of  an  almost  like 
amount  were  due  to  smaller  sales  in 
value  to  Europe  and  Asia,  the  exports 
to  other  gnmd  divisions  showing  small 
increases  over  the  preceding  year. 

An  increase  of  1.08  per  cent,  in  the 
number  of  persons  employed  in  sixty- 
five  principal  industrial  centres  in 
August  as  compared  with  July  was 
shown  by  statistics  of  the  Employment 
Service  of  the  Department  of  Labor. 
Increases  occurred  in  food  and  food 


in  Canada 

country  announces  that  its  plant  is  run- 
ning at  90  per  cent,  capacity.  This  in- 
creased activity,  particularly  as  far  as 
cottons  are  concerned,  is  in  part  as- 
cribed to  decreased  competition  from 
American  and  British  mills,  the  latter, 
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products,  stone,  clay  and  glass  prod- 
ucts, metals  and  products  other  than 
iron  and  steel,  tobacco  manufactures 
and  railroad  repair  shops.  All  other 
industrial  classifications  showed  de- 
creases. 

Reports  to  the  Interstate  Commerce 
Commission  from  192  Class  1 railroads 
of  the  country  showed  a net  operating 
income  for  July  of  $68,451,000  as  com- 
pered with  a deficit  of  $11,462,000  for 
July,  1920.  Eleven  roads  still  must  re- 
port, and  the  net  income  probably  will 
be  slightly  over  $70,000,000  in  all.  or 
about  4%  per  cent  on  valuation  as  fixed 
by  the  commission.  The  July  reports 
are  the  first  to  reflect  the  wage  de- 
creases of  12%  per  cent. 

Eugene  Meyer  Jr.,  Managing  Director 
of  the  War  Finance  Corporation,  de- 
cided upon  a personal  survey  of  agricul- 
tural conditions  in  the  Middle  West, 
West  and  South  to  obtain  data  concern- 
ing the  advisability  of  extending  liberal 
farm  credits  under  new  powers  given  to 
the  corporation  by  Congre.ss. 

The  joint  Congressional  Agricultural 
Commission  is  planning  to  ask  WUliam 
G.  McAdoo  and  Bernard  M.  Baruch  to 
testify  when  it  resumes  its  investiga- 
tions of  agricultural  questions. 

The  Department  of  Commerce  an- 
nounced the  reorganisation  of  the  De- 
partment of  Trade  Service,  and  the  pub- 
lication of  a wee’,  .y  survey  of  foreign 
trade  to  replace  the  Daily  Commerce 
Reports.  Experts  have  been  placed  in 
charge  of  various  divisions  treating  with 
important  industries.  The  weekly  sur- 
vey will  be  issued  each  Monday.  The 
annual  domestic  subscription  price  will 
be  $3,  foreign  $6. 


Let  us  give  you  the  details  of  a strongly  secured  25- 
year  Public  Utility  bond  which  is  based  on  a prop- 
erty generating  85%  of  its  electricity  in  its  hydro- 
electric plants. 

Net  earnings  twice  mortgage  bond  interest  charges. 

Yield  7,75% 

Ask  for  Circular  TA-417 

The  National  City  Company 

Main  Office— National  City  Bank  Bldg.,  New  York 
Uptown  OfKce— 42nd  St.  6f  Maduon  Av«. 

Bondi  Short  Term  Note*  AecopUneei 
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Railroads 


and  Their  Effect  on  Business 


Car-loading  figures  are  available 
earlier  than  Jan.  1,  19.iv.  so  that  to 
enable  comparison  with  a normal  pre- 
war period  traffic  in  tons  must  be  con- 
sidered. These  figures  are  compiled  by 
the  Interstate  Commerce  Commission, 
and  are  not  as  promptly  available  as 
car-loading  figures,  so  that  for  1921  they 
have  been  disregarded.  The  tonnage 
handled  during  1920  was  111  per  cent,  of 
that  during  1913,  for  1919  101  per  cent 
and  for  1918  114  per  cent 

Despite  this  wcIl-Bustained  traffic  the 
actual  number  of  freight  cars  in  service 
averaged  only  70  per  cent,  of  those  on 
the  railroad  lines,  an  unprecedented  car 
surplus  has  been  built  up  and  bad-order 
cars  have  accumulated  in  hitherto  un- 
known numbers.  Thus  is  recorded  the 
heroic  struggles  of  the  railroad  mana- 
gers to  .stem  tlie  tide  of  increasing  cost 
of  operation  and  turn  continual  operat- 
ing deficits  into  an  operating  income.  It 
is  a tribute  to  their  ability  to  better  op- 
erations, so  as  to  get  more  work  from 
every  man,  from  every  car  and  every 
locomotive.  It  has  been  possible  only  by 
loading  less  than  carload  shipments,  so 
U.1  to  reduce  transfers  to  a minimum,  by 
making  up  trains  as  far  as  possible  solid 
to  destination,  by  eliminating  yard  de- 
lays, by  reducing  switching  movements 
and  by  speeding  up  trains. 

If  it  were  wholly  a story  of  improved 
railroad  operation  it  would,  indeed,  be 
cause  for  rejoicing.  But  unfortunately 
it  is  also  a story  of  undermaintenance, 
and  this  remarkable  record  of  car  effi- 
ciency has  been  brought  about  by  keep- 
ing the  best  cars  in  service,  drawing  on 
the  surplus  serviceable  cars  to  replace 
those  removed  from  service  for  repairs 
and  permitting  by  last  Aug.  16  16.6  per 
cent,  of  the  equipment,  or  382,440  cars,  to 
fall  into  need  of  heavy  or  light  repairs. 

Following  the  slump  in  business  in  the 
Fall  of  1920  the  railroads  were  required 
to  retrench,  and  as  the  inevitable  result 
of  business  depression  there  was  a sharp 
accumulation  of  sxirplus  cars  (see  chart), 
and  car  maintenance  was  curtailed  or 
temporarily  abandoned.  At  the  same 
time  operation  became  more  efficient  as 
indicated  by  the  curve  showing  “ratio 
of  cars  in  revenue  service  to  weekly  car 
loadings,"  which  shows  the  rhte  of  turn- 
over in  weeks  of  cars  actually  in  revenue 
service.  Cars  actually  in  revenue  ser- 
vice are  those  on  the  lines  of  Class  I. 
railroads,  minus  the  sum  of  surplus  ser- 
viceable cars  and  bad-order  or  unservice- 
able cars.  This  index  of  car  turnover 
during  the  period  of  May,  June  and  July 
will  be  observed  to  average  two  weeks, 
or  fourteen  days. 

The  improvements  made  in  operation 
have  helped  to  make  this  rate  of  turn- 
over possible,  as  well  as  the  fact  that 
those  cars  receiving  general  repairs  dur- 
ing 1920,  new  cars  delivered  in  1920, 
and  additional  new  cars  delivered  in 
the  first  three  months  of  1921  have 
supplied  a considerable  portion  of  the 
demand.  Continued  improvement  in 
weekly  car  loadings  and  an  increasing 
quantity  of  bad-order  cars  have  com- 
bined appreciably  to  reduce  the  number 
of  serviceable  surplus  cars,  and  resump- 
tion of  car  maintenance  by  many  roads 
since  July  1 has  failed  to  stem  the  tide, 
the  increase  from  July  to  August  lost 
having  been  from  364,611  to  382,440  bad- 
order  cars. 

Every  indication  points  to  a sustained 
traffic  during  the  Fall  • and  Winter 
months.  Industrial  conditions  are  slowly 
but  surely  improving:  unemployment  has 


By  George  William  Armstrong 


exhibited  a decrease.  The  iron  and  steel 
industry  is  operating  on  a plane  far  be- 
low that  of  general  buaine.ss,  and  should 
soon  exhibit  an  upward  tendency.  Grain 
loodings  during  all  of  1921  have  been 
heavy,  and  with  the  European  demand 
confronting  us  give  every  indication  of 
continuing  heavy.  Consumption  has  been 
largely  from  hand  to  mouth  for  months, 
and  retail  and  wholesale  stocks  have  be- 
come greatly  depleted,  so  that,  with  sta- 
bilizing of  prices  and  increased  demand, 
shipments  of  manufactured  commodities 
will  increase. 

Winter  operations,  however,  do  not 
permit  the  continuance  of  a rate  of  turn- 
over equal  to  that  of  the  last  three  or 
four  months.  Car  friction  is  greater  in 
cold  than  warm  weather,  so  that  train 
loadings  must  necessarily  be  reduced. 
More  trains  mean  greater  yard  and  di- 
vision congestion  and  slower  train  move- 


ments. Failure  of  various  parts  of  cars 
are  also  more  likely  to  occur  under  stress 
of  cold  weather,  resulting  in  greater 
numbers  of  bad-order  cars.  Every  influ- 
ence as  the  weather  becomes  colder  tends 
to  slow  up  the  turnover  of  freight  cars, 
and  consequently  increase  the  demand 
for  cars. 

A SSUMING  weekly  car  loadings  to 
remain  stationary,  each  extra  day 
in  the  turnover  of  cars  would  be  to 
require  112,000  additional  cars.  Even 
should  weekly  car  loadings  drop  to  760,- 
000,  the  effect  of  one  extra  day  in  the 
revenue  service  car  turnover  would  be  to 
necessitate  4,000  more  cars  than  in  ser- 
vice on  Aug.  1 and  104,000  more  for  each 
extra  day  in  car  turnover  over  fifteen 

What  does  this  mean  to  the  business 
man?  It  means  that  the  bads>rder  cars 
must  be  repaired,  as  the  reserve  margin 


Trend  of  the  Car  Situation 


of  surplus  serviceable  cars  is  steadily  de- 
creasing and  traffic  demand  increasing, 
with  prospects  of  a sustained  demand 
throughout  the  Winter. 

Freight  car  repairs  are  of  six  types: 
Class  1 — General  overhauling,  re- 
quiring over  176  hours  of  labor. 

Class  2 — Heavy  repairs,  requiring  60 
to  176  hours  of  labor. 

Class  3 — Heavy  repairs,  requiring  20 
to  60  hours  of  labor. 

Class  4 — Heavy  repairs,  requiring  8 
to  20  hours  of  labor. 

Class  5 — Light  repairs,  requiring  1 
to  8 hours  of  labor. 

Running  and  Unclassified  Repairs — 
Repairs  oi  minor  nature. 

The  average  cost  of  repairs  made  at 
the  cripple  tracks  of  a trunk  line  rail- 
road making  all  classes  of  repairs,  but 
with  CIasse.s  4 and  6 predominating,  are 
$12  for  labor  and  $12  for  material.  As- 
suming the  bad-order  cars  over  and 
above  6 per  cent  (a  normal  average)  to 
be  cleaned  up  will  require  the  expendi- 
ture of  $3,136,624  for  both  labor  and 
material,  in  addition  to  that  required  for 
repairing  those  cars  now  in  service  which 
shall  develop  bad  order  or  need  for  re- 

ON  the  other  hand,  a great  many  of 
these  cars  in  the  heavy  bad-order 
classification  will  require  overhaul- 
ing, the  average  cost  of  which  is  $1,100, 
divided  $606  for  material,  $165  for  labor 
and  the  balance  for  overhead.  Assuming 
one-third  of  those  in  bad  order,  or  126,- 
000,  to  require  general  overhauling  will 
necessitate  the  expenditure  of  $75,626,000 
for  materials  and  $20,626,000  for  labor, 
or  a total  for  everything  of  $137,500,000. 
And  the  probability  is  that  one-third  is 
a very  conservative  estimate  for  those 
requiring  general  overhauling,  and  that 
a portion  of  the  remaining  heavy  bad- 
order  repair  cars  will  ultimately  be 
scrapped  and  replaced.  Inasmuch  as  the 
elimination  of  any  old  equipment  neces- 
sitates a charge  to  maintenance  of  equip- 
ment and  the  need  for  holding  this  ex- 
pense to  a minimum  with  heavy  repair 
demands  to  be  met,  it  is  very  unlikely 
that  these  equipment  retirements  will  be 
made  until  after  the  end  of  the  year. 

Railroads  represent,  outside  of  the 
agricultural  interests,  the  greatest  single 
purchasing  power  in  the  country.  Re- 
habilitation of  credit  is  the  largest  sin- 
gle factor  needed  to  restore  a large  part 
of  railroad  purchases.  Better  money  con- 
ditions are  a supplemental  necessity  to 
justify  the  inauguration  of  extensive  im- 
provements and  additions  to  properties 
already  too  long  deferred. 

Steadily  improved  net  earnings  to  re- 
place the  monthly  operating  deficits  of 
the  last  year  are  the  railroads’  partial 
answer  toward  rehabilitated  credit.  Un- 
fortunately, as  previously  stated,  too 
much  of  this  improvement  is  due  to  de- 
ferred maintenance,  the  Bureau  of  Rail- 
way Economics  estimating  that,  of  the 
improvement  in  net  earnings  for  the  first 
six  months  of  1921,  46  per  cent  arose 


It  is 

Interesting 

to  note  that  over  a long 
period  of  years  security 
values  decline  substantially 
In  advance  of  industrial 
stagnation. 

On  the  other  hand,  a tend- 
ency toward  lower  Interest 
rates  has  always  been  evi- 
dent before  a period  of 
new  prosperity. 

Today  ^industrial  and  fiaao- 
cial  conditions  certainly 
seem  to  justify  the  pur- 
chase of  sound  bonds  be- 
fore interest  rates  decline 
further. 

SuvvntMM  »o.  AK-9J. 

A B.  Leach  & Co.,  Inc. 


62  Cedar  Street,  New  York 
105  S.  U Salle  St.  CbieMo 
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from  reduction  in  operating  expenses 
and  65  per  cent,  from  deferred  mainte- 
nance, both  of  right  of  way  and  equip- 
ment. 

Another  obstacle  to  the  rehabilitation 
of  railroad  credit  is  the  unfunded  debt 
of  $376,000,000  represented  by  advances, 
notes  for  material,  Ac.  Prompt  settle- 
ment of  the  remaining  claims  amounting 
to  $600,000,000  under  the  Townsend-Wil- 
son  bill  will  enable  the  railroads  to  wipe 
out  this  debt  and  other  deferred  mate- 
rial payments. 

Release  of  this  $500,000,000  will  per- 
mit the  railroads  to  direct  their  efforts 
toward  properly  maintaining  their  prop- 
erties, instead  of  curtailing  to  the  c-x- 
tent  demanded  not  only  to  earn  sufficient 
to  meet  interest  and  dividend  require- 
ments, but  al.'o  the  unfunded  debt  of  the 
past.  Without  it  material  purchases  must 
be  curtailed  to  the  absolute  minimum: 


with  the  $500,000,000  paid  and  purchas- 
ing power  partly  restored  necessary 
maintenance  materials  will  be  secured. 


iron  and  steel  mills  will  reflect  the  in- 
crease in  consumption,  demand  for  coal 
and  coke  will  increase,  and  a general 


restoration  of  industrial  prosperity  fol- 

Roilroad  purchases  chargeable  to  op- 
erating expenses  average  30  per  cent,  of 
the  total  operating  expenditures. 

How  litUo  or  how  large  a portion  of 
past  expenditures  have  been  made  this 
year  it  is  difficult  to  approximate,  but 
all  available  criteria  would  lead  to  the 
conclusion  that  only  a small  portion  has 
been  spent  of  the  30  per  cent,  custom- 
arily expended  on  operating  expense 
materials  and  practically  nothing  of  the 
amount  for  capital  expenditures.  Such 
is  the  pent-up  flood  of  railroad  potential 
purchases  waiting  only  further  rehabili- 
tation of  railroad  credit  and  better  money 
conditions,  for  complete  release  and  de- 
manding early  progress  as  far  as  main- 
tenance of  equipment,  freight  cars  espe- 
cially, each  a step  in  the  rebuilding  of 
industry. 


Harding  to  Have  His  Own  Way  on  Tariff  and  Taxes 


By  Rodney  Bean 


Specud  Corrtspondenc*  of  Th«  Annalist 
WASHINGTON,  Sept.  10. 

UhlOR  and  specu- 
lation concerning 
the  final  form  in 
which  revenue  and 
tariff  legislation 
will  be  adopted  by 

heard  on  every 
side  here  these 
days,  and  experts 
who  make  it  their  business  to  obtain  an 
“ inside  track  ” on  such  matters  are 
finding  the  situation  tangled  and  diffi- 
cult of  appraisaL  Perhaps  the  question 
asked  most  frequently  is  whether  or  not 
the  repeal  of  excess  profits  taxes  on 
corporation  earnings  will  be  made  retro- 
active to  -Tan.  1,  1921,  as  recommended 
by  Secretary  Mellon  and  indorsed  by 
President  Harding.  Another  question  is 
whether  or  not,  after  all,  a sales  tax 
will  be  incorporated  in  the  revenue  law. 
as  suggested  by  Senator  Reed  Smoot; 
still  another  deals  with  the  ultimate  fate 
of  the  revision  of  surtaxes  on  big  per- 
sonal incomes. 

In  making  an  analysis  of  the  situation 
there  are  some  things  which  may  be 
taken  for  granted.  One  is  that  the  rev- 
enue legislation,  in  its  final  form,  will 
be  simplified,  although  most  of  the  fun- 
damental principles  adopted  by  tiie 
House  of  Representatives  may  remain. 
It  is  almost  a certainty  that  the  Senate 
Finance  Committee’s  revision  of  the 
House  bill  will  be  submitted  soon  after 
Congress  reassembles  on  Sept.  21,  and 
that  consideratioD  of  the  legislation  will 
have  precedence  over  the  permanent 
tariff  measure.  There  seems  little  or 
no  of  the  so-called  sales  tax 

form  of  legislation  being  accepted. 

SimpliHcation  of  the  bill  as  adopted 
by  the  House  of  Representatives  will  be 
effected  by  having  the  rewritten  bill 
state  plainly  what  the  taxes  are,  instead 
of  making  it  necessary — as  in  the  House 
bill — ^for  the  taxpayer  to  make  compari- 
son with  the  last  Revenue  bilL  Some 
have  expressed  the  belief  that  the  meth- 
ods adopted  in  framing  the  House  bill 
left  the  taxpayer  faced  with  a hopeless* 
ly  confusing  whidi  would  necessi- 
tate the  study  by  experts  and  also 
create  a situation  where  mistakes  would 
be  inevitable  in  computing  taxes  due  the 
Government. 

Ihetv  comes  next  the  question  of  the 
date  when  repeal  of  the  excess 
profits  taxes  on  corporations  and  reduc- 
tion of  surtaxes  on  large  incomes  shall 
become  effective.  Probably  this  will  not 
be  answMad  de^nltely  until  the  bill  is 
reported  to  the  Senate  tor  debate,  and 
possibly  not  until  a conference  report  is 
submitted  later  to  both  Senate  and 
House  and  the  final  vote  taken. 

The  bill  adopted  by  the  Houso  of  Rep- 
resentatives provides  for  the  repeal  of 
the  excess  profits  taxes  and  the  reduc- 
tion of  the  surtaxes  to  a maximum  of 
32  per  cent,  on  Jan.  1,  1922.  This  would 
mean  that  excess  profits  taxes  would  be 


levied  against  business  done  in  the  cal- 
endar year  1921.  and  that  the  present 
high  surtaxes,  which  run  up  to  65  per 
cent.,  would  be  collected  on  personal  in- 
comes again  this  year. 

At  the  request  of  President  Harding 
and  Secretary  Mellon  the  Ways  and 
Means  Committee  of  the  House  was 
prepared  to  make  repeal  and  reduction 
retroactive  to  Jan.  1,  1921,  but,  at  the 
eleventh  hour  the  Repubilcan  members 
of  the  House,  in  caucus,  overturned  this 
decision  by  a vote  of  98  to  87.  How- 
ever, this  must  not  be  accepted  as  final. 
President  Harding  is  insisting  that  the 
revenue  law,  as  finally  adopted  by  both 
branches  of  Congress,  provide  for  the 
repeal  of  the  excess  profits  taxes  on 
corporations  as  of  Jan.  1,  1921.  Secre- 
tary Mellon  is  in  accord  with  the  Presi- 
dent, and  so,  there  is  every  reason  to 
believe,  are  Senator  Penrose,  Chairman, 
and  a majority  of  the  membership  of 
the  powerful  Senate  Finance  Commit- 
tee which  is  now  engaged  in  a revision 
of  the  House  biU. 

The  most  reliable  information  is  that 
the  Senate  Finance  Committee,  in  re- 
porting a revised  bill  to  the  Senate  when 
Congress  reassembles  on  Sept.  21,  will 
accept  the  viewpoint  of  the  President 
and  Secretary  Mellon  and  make  the  re- 
peal date  from  Jan.  1,  1921.  It  is  con- 
tended that  this  is  what  the  Republican 
leaders  promised  in  campaign  pledges, 
and  that  to  extend  the  excess  profits 
tskxes  to  cover  business  done  in  the  year 
1921  would  be  a repudiation  of  party 
promises. 

If  such  a bill  is  reported  to  the  Sen- 
ate by  the  Finance  Committee  there  is 
certain  to  be  determined  opposition, 
particularly  on  the  part  of  the  so-called 
farmer-labor  bloc,  the  leaders  of  which 
assert  that  business  has  anticipated  ex- 
cess profits  tax  payments  for  the  pre- 
ent  calendar  year,  and  already  has 
passed  on'the  burden  to  the  public. 

At  this  time  it  would  seem  probable 
that  by  insistence  on  his  program 
President  Harding  will  be  able  to  win 
the  point  in  the  Senate.  This  cannot 
be  stated  as  a certainty,  as  there  have 
been  increasing  signs  of  restlessness  in 
what  may  be  termed  the  “ progresive  ” 
factions  in  the  Senate.  The  opposition 
which  appeared  to  the  Administration 
proposals  for  funding  of  the  debt  owed 
the  Government  by  the  railways  and 
the  funding  of  the  wartime  obligations 
of  foreign  nations,  both  of  which  meas- 
ures failed  to  obtain  favorable  action  in 
the  days  just  before  a recess  was  taken, 
gives  some  indication  of  the  strength  to 
which  certain  elements  in  the  Republi- 
can Party  may  lay  claim. 

With  President  Harding  persisting  in 
his  present  attitude  in  regard  to  excess 
profits  repeal  as  well  as  the  funding 
legislation  as  it  is  now  fair  to  assume 
that  he  will,  a critical  situation  may 


therefore  be  faced  by  the  Republican 
Party — a situation,  in  fact,  which  may 
bring  about  a clear  alignment  in  the 
Senate  and  House  of  what  are  known  as 
the  “ progressive  ” and  the  " strictly 
Administration  ” forces.  In  such  a battle 
the  Administration  forces,  with  the 
President's  open  support,  should  win. 

In  connection  with  the  situation  pic- 
tured, a significant  statement  was  con- 
tained in  the  letter  written  on  Aug.  29 
by  President  Harding  to  Senator  Modill 
McCormick  of  Illinois,  which  was  made 
public  on  Sept  6.  The  President,  in  re- 
viewing the  accomplishments  of  the  Ad- 
ministration, included  this  assertion; 

“ In  order  that  the  Senate  F’inance 
Committee  may  devote  its  uninterrupted 
attention  to  the  permanent  tariff  and 
revenue  measures,  Congress  wisely  de- 
termined upon  a thirty-day  recess.  We 
may  confidently  hope,  I am  sure,  that 
after  the  recess  and  before  the  end  of 
the  extraordinary  session  Congress  will 
adopt  both  the  tariff  and  taxation  meas- 
ures and  that  along  with  these  it  will 
pass  the  bill  to  permit  funding  the  debt 
owed  us  by  foreign  Governments.  This, 

I hope,  will  shortly  be  followed  by  ar- 
rangements under  which  the  debtor 
countries  will  begin  paying  interest  on 
their  obligations. 

“ Likewise  I am  confident  that  the 
bill  facilitating  the  funding  of  the  debt 
of  the  railways  to  the  United  States  will 
become  law  during  the  extraordinary 
session,  thus  insuring  a large  and  imme- 
diate demand  for  employment  of  men 
now  idle.” 

While  President  Harding  made  no  di- 
rect reference  in  this  statement  con- 
cerning the  repeal  of  excess  profits 
taxes  as  of  Jan.  1,  1921,  the  letter  pre- 
sented a pretty  clear  picture  of  the 
stand  he  may  be  expected  to  take,  wh^ 
Congress  reassembles,  for  the  policies  to 
which  he  has  committed  himself  and  his 
party.  The  funding  measures  to  which 
he  referred  have  been  reported  favor- 
ably to  the  Senate,  respectively  by  the 
Finance  and  Interstate  Commerce  Com- 
mittees, but  in  both  instances  severe  op- 
position appeared  in  committee  on  the 
floor  of  the  Senate  which  made  it  ob- 
vious that  a recess  was  impossible  if 
there  was  an  attempt  to  force  action. 

Senator  Penrose  is  pretty  well  satis- 
fied that  the  rail  and  foreign  debt  fund- 
ing measures  will  be  adopted  if  the 
President  maintained  his  determined  at- 
titude in  their  behalf,  and,  so  far  as  can 
be  learned,  Mr.  Penrose  probably  is  cor- 
rect in  his  prediction. 

“ There  is  a growing  impression  that 
the  committee  (the  Senate  Finance 
Committee)  will  report  a bill  which  re- 
peals the  excess  profits  taxes  as  of  Jan- 
uary, 1921,"  Senator  Penrose  said  a few 
days  ago,  and  that  was  as  far  as  be 
would  go  in  making  a prediction  as  to 
the  ultimate  outcome  of  the  controversy. 


Senator  Penrose  is  prepared  to  fight  for 
such  a bill  in  the  Senate  and  probably  is 
satisfied  that,  with  the  aid  of  the  Presi- 
dent, it  can  be  put  through  the  upper 
body.  The  House  of  Representatives, 
which  has  once  rejected  the  proposal, 
would  then  have  to  be  dealt  with.  There 
are  some  who  believe  that  a special 
message  by  Pre.-iident  Harding,  in  which 
he  openly  announced  to  Congress  and 
the  nation  that  he  was  prepared  to  ac- 
cept full  responsibility  for  the  action 
taken,  would  carry  the  day.  It  may 
come  to  that  in  the  end,  if  the  situation 
which  is  faced  by  the  Administration 
leaders  when  Congress  reassembles,  de- 
mands it.  Several  who  have  been  watch- 
ing the  President  closely  are  offering 
the  prediction  that  he  will  make  a-last 
ditch  fight. 

There  was  talk  in  tl)c  Senate  Finance 
Committee  last  week  that  a compro- 
mise might  be  offered  which  would  make 
the  repeal  of  excess  profits  retroactive 
to  Jan.  1,  1921,  and  provide  for  reduc- 
tion of  the  higher  brackets  of  the  sur- 
taxes on  personal  incomes  after  Jan.  1, 
1922.  The  original  proposal  was  to  have 
both  effective  as  of  Jan.  1,  1921.  Some 
such  compromise  might  make  an  agree- 
ment easier  of  accomplishment  and  pre- 
vent an  open  break  in  the  Republican 
ranks.  As  yet  no  decision  has  been 
reached,  but  the  fact  that  talk  of  this 
kind  is  going  on  among  the  leaders  tes- 
tifies bo  the  concern  the  situation  is  giv- 
ing the  Administration. 

The  so-called  progressive  elements  in 
Congress  are  giving  emphasis  to  their 
expressed  belief  that  the  tendency  to 
“ ease  up  ” on  business  has  been  carried 
a bit  too  far  in  the  proposal  to  wipe  out 
excess  profits  taxes  and  reduce  sur- 
taxes on  large  incomes  during  the  pres- 
ent calendar  year.  Republicans  who  are 
taking  this  position  are  finding  support 
among  certain  elements  in  the  Demo- 
cratic Party  which  are  proclaiming  that 
statements  made  during  the  campaign 
that  the  Harding  Administration  would 
give  much  to  big  business  at  the  ex- 
pense of  labor  and  the  consuming  pub- 
lic are  being  proved  by  what  is  going  on. 

One  other  thing  may  be  stated.  The 
tendency  as  shown  by  the  activities  of 
the  Senate  Finance  Committee  during 
the  week  is  to  keep  the  tax  budget  down 
to  the  level  arrived  at  by  the  House  bill. 
It  was  estimated  that  this  bill  would 
raise  about  $3,376,360,000,  and  that 
other  Governmental  revenues  would 
raise  the  total  revenues  for  1922  to 
$4,427,643,000.  These  estimates  were 
based  on  a bill  which  would  have  the 
repeal  of  excess  profits  and  the  reduc- 
tion of  the  higher  surtaxes  go  into  ef- 
fect on  Jan.  I,  1922.  If  President  Har- 
ding obtains  a concession  which  will 
make  either  or  both  of  these  relief 
measures  retroactive,  new  means  may 
be  necessary  to  make  up  the  difference. 

President  Harding  expressed  his  view 
in  regard  to  keeping  the  tax  budget  as 
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Problems  and  Peculiarities  of  the  Copper  Situation 


^HE  business  of  min> 
is  to  make  money. 

TB  When  a mine  cannot 
g produce  gold,  silver, 
H copper  or  whatever 
B other  metal  it  recov- 
p ers  sooner  or  later  It 
will  cease  to  operate. 
At  the  present  time 
the  universally  low 
prices  of  practicoly  all  nonferrous  met* 
ale  preclude  operating  mining  propertie.s 
at  a profit,  so  that  our  domestic  mining 
^industry  is  at  a lower  ebb  than  it  has 
ever  been  before.  Two  logical  remedies 
exist,  one  to  wait  until  prices  are  raised 
by  force  of  economic  circumstances;  the 
other  to  lower  costs  in  an  effort  to  meet, 
as  far  as  possible,  the  low  market  prices. 
Considering  the  present  temper  of  the 
buying  public  and  the  evident  downward 
trend  of  prices,  with  a decided  tendency 
to  approach  a pre-war  level,  it  seems  un- 
likely that  metal  prices  can  be  advanced 
and  kept  at  a height  that  existed  in  1919 
or  1920. 


Economic  readjustment  throughout  the 
world  has  shown  to  be  slow,  nations  are 
taking  their  time  to  replenish  exhausted 
metal  stocks  despite  their  loudly  pro- 
claimed dire  requirements,  a situation 
partly  the  fruit  of  disorganized  currency 
systems  and  the  poverty  in  which  they 
find  themselves.  The  overwhelming  de- 
mand from  Europe  in  failing  to  mate- 
rialize indicates  a strong  probability  that 
any  latent  demand  which  may  appear  in 
the  future  will  be  carefully  and  shrewdly 
handled  by  European  buyers,  who  are 
just  as  marketwnse  as  Americans.  Dur- 
ing the  war,  when  copper  and  other  met- 
als had  to  be  procured  at  any  cost, 
scrambling  for  the  products  of  American 
mines  sent  prices  soaring,  and  we  have 
not  yet  recovered  from  the  tremendous 
stimulus  given  them  and  the  habit  of 
having  high  prices.  In  peaceful  years 
prices  ordinarily  fluctuate  slowly;  vio- 
lent variations  are  associated  only  with 
some  unusual  economic  disturbances  such 
as  a financial  panic.  Those  of  us  who 
pin  our  faith  to  a strong  and  sustained 
upward  movement  of  the  metals  carry- 
ing them  to  a higher  level  than  pre- 
war to  relieve  the  current  depression  are 
standing  on  a weakly  built  foundation. 
Metals  selling  below  normal  average 
prices  are  doubtless  due  for  a rise.  Cop- 
per end  zinc  cannot  be  kept  at  present 
extraordinarily  low  prices  for  a great 
period,  for  the  simple  reason  that  even 
in  normal  times  but  a handful,  if  any, 
of  the  mines  can  profitably  operate  with 
11.75-cent  copper  and  4.15-cent  zinc. 
Prices  will  rise  until  once  more  there  is 
a balance  between  production  and  con- 
sumption. 

Europe  plays  an  important  role  in  our 
metal  markets.  Not  only  does  it  furnish 
heavy  support  to  the  copper  market,  but 
it  produces  and  sells  large  quantities  of 
other  metals,  such  as  lead  and  zinc,  an 
action  which,  despite  tariffs,  is  bound 
to  have  some  effect  on  metal  prices  in 
the  United  States.  The  European  atti- 
tude in  purchasing  metals  nowadays  is 
well  iUustrated  by  editorial  comments 
which  appear  from  time  to  time  in  Brit- 
ish trade  papers,  statements  which  never 
fail  to  point  out  that  great  profits  were 
made  by  American  metal  mining  com- 
panies during  the  war;  that  exception- 
ally large  stocks  exist  in  the  United 
States,  particularly  in  copper  and  zinc, 
and  that  it  would  be  a far  ^viser  pro- 
cedure to  keep  prices  of  copper  at,  say 
a 12-cent  level  or  lower,  encouraging  buy- 
ing whenever  possible,  than  to  attempt 
to  raise  prices  by  artificial  means  in  the 
face  of  huge  surplus  stocks  available. 
This  reasoning,  of  course,  la  merely  from 
the  buyers'  standpoint,  and  fails  to  take 
into  consideration  the  cost  of  producing 
copper.  It  is  noteworthy  that  BriUsh 
papers  are  very  solicitous  for  the  pros- 
perity of  the  tin  mining  industry,  a 
metal  produced  in  larger  amounts  by 
British  companies  than  by  any  others, 
and  that  no  statements  are  made  that 
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tin  should  be  kept  at  present  low  prices 
for  a long  time  to  come.  It  is  the  old 
question  of  whose  ox  is  being  gored. 

The  foreign  viewpoint  naturally  takes 
into  account  the  abnormal  foreign  ex- 
change relationships  through  force  of 
which  a higher  price  is  apparently  paid 
for  copper  than  ordinarily  would  be  the 
rule.  Although  we  figure  that  copper 
has  been-  deflated  below  pre-war  aver- 
ages, the  decline  from  a British  stand- 
point, has  not  progressed  so  far,  an  im- 
portant matter  when  it  is  recalled  that 
practically  the  entire  world  figures  on 
a sterling  and  not  on  a dollar  basis. 

A handful  of  copper  companies  can  op- 
erate with  copper  at  12  cents— most  of 
these  companies  break  even  at  best — but 
the  great  majority  find  it  impossible  to 
continue  at  the  12-cent  level  and  below. 
Attempts  to  lower  production  costs  have 
met  with  success  in  so  far  as  these  re- 
ductions are  in  the  power  of  the  mining 
companies  to  make.  Thus  labor  costs 
have  been  lowered.  Economies  in  the 
utilization  of  supplies  and  the  introduc- 
tion of  more  efficient  mining  methods 
have  helped,  but  charges  represented  by 
transportation  costs,  fuel  and  dynamite 
and  other  mine  supplies  are  beyond  the 
control  of  mining  companies,  and  effec- 
tually block  the  fullest  readjustment  of 
costs. 

A N unhealthy  mining  industry  is  not 
a cheerful  outlook.  Our  industrial 
units  are  so  linked  together  that  unbal- 
ancing one  vitally  disturbs  all  others. 
When  mines  are  shut  down  railroads  lose 
large  sources  of  revenue,  the  purchasing 
power  of  a great  industry  is  curtailed, 
and  consequently  other  businesses  cater- 
ing to  the  mining  industry  suffer.  Be- 
sides the  individual  States  producing  the 
metals  lose  heavily  in  tax  revenues.  In- 
activity in  mining  will  of  itself  help  to 
reduce  the  prices  of  dynamite,  drill  steel, 
belting,  pumping  machinery,  electrical 
machinery  and  the  thousand  and  one  oth- 
er items  that  are  used  by  a mine,  but 
the  process  is  slow. 

It  is  one  of  the  unfortunate  features 
of  our  economic  system  that  raw  mate- 
rials feel  the  effect  of  changed  trade 
conditions  before  manufactured  products 
do.  The  great,  possibly  the  greatest, 
drawback  to  a revival  of  business,  par- 
ticularly in  the  United  States,  is  the  wide 
discrepancy  in  the  prices  of  raw  and 
finished  products.  The  platitudinous  ex- 
cuses of  manufacturers  about  labor  and 
supplies  must  some  day  give  way  to  a 
cut  fn  manufacturing  costs,  bringing 
price  relations  to  a normal  basis.  When 
that  day  comes  the  mining  industry  vrill 
be  ready  to  go  ahead  with  its  rational 
development. 

The  conservative  mining  engineer 
when  considering  the  prospective  profits 
of  a mining  enterprise  is  guided  by  the 
possible  market  price  of  the  metal  which 
the  venture  will  produce.  Instead  of  tak- 
ing an  average  for  a number  of  years — 
ten,  fifteen  or  twenty-five — during  which 
time  sweeping  industrial  changes  can  oc- 
cur, he  selects  the  lowest  price  over  this 
period,  and  considers  it  questionable 
whether  to  recommend  the  purchase  of  a 
property  which  he  estimates  cannot  make 
a profit  when  mining  its  best  reserves 
and  selling  its  product  at  the  minimum 
price.  Were  this  principal  strictly  fol- 
lowed but  few  mines  would  be  operating. 
The  high  prices  of  copper  during  the  war 
encouraged  many  small  copper  proper- 
ties to  operate  that  would  have  had  little 
excuse  to  exist  normally,  and  the  fact 
that  they  arc  now  forced  to  the  wall  is 
no  indication  of  the  depression  of  the 
industry.  It  is  because  the  biggest  and 
most  efficient  producers  are  hit  that  the 
condition  is  so  serious.  Were  copper  $1 
n pound  there  would  be  companies  un- 
able to  produce  the  metnl  at  a profit. 


Some  of  the  lowest  cost  copper  pro- 
ducers in  the  United  States,  according 
to  estimates  made  from  1920  annual  re- 
ports, including  all  charges  and  credits, 

Utah  Copper 13.15c.  per  lb. 

Chino  Copper 14.40c.  per  lb. 

Miami 16.60c.  per  lb. 

Ahmeek  16.08c.  per  lb. 

Ray  Consolidated 16.14c.  per  lb. 

Nevada  Consolidated. ..  .17.28c.  per  lb. 

New  Cornelia 17.30c.  per  Ibr 

•Inspiration  14.17c.  perlb. 

United  Verde  Ext 18.86c.  per  lb. 

Calumet  and  Hecia 20.73c.  perlb. 

'Exclusive  of  depletion. 

T1  OR  practically  all  these  companies 
^ depletion,  a paper  charge, is  a heavy 
item  and  ranges  from  0.7  cents  to  more 
than  6 cents  per  pound,  averaging  about 
3 cents.  Some  mines  are  in  an  excellent 
position  to  produce  copper  at  present 
prices,  and  have  been  able  gradually  to 
reduce  prices  so  that  they  can  operate 
at  a small  profit  or  break  even,  but  they 
feel  it  the  part  of  wisdom  not  to  force 
the  metal  on  an  unwilling  market  only 
to  disturb  prices  further.  It  will  be  in- 
teresting to  observe  how  this  race  of  the 
survival  of  the  fittest  will  leave  the  vari- 
ous copper  companies  when  the  wheels  of 
the  copper  industry  again  begin  to  turn. 

The  strong  currents  which  have  car- 
ried the  metals  to  unusually  low  points 
have  left  them  in  peculiar  positions,  and 
should  these  distorted  price  relations  re- 
main they  will  seriously  disturb  their 
industrial  applications.  Thus  zinc  is  sell- 
ing on  a parity  with  lead,  although  nor- 
mally its  price  is  about  1%  cents  higher. 
Copper  is  selling  at  unusually  low  prices, 
tin  at  the  lowest  price  in  fourteen  years, 
aluminium  is  being  quoted  at  prices  only 
60  per  cent,  higher  than  copper.  All 
these  metals  have  commercial  uses  that 
more  or  less  overlap,  their  individual  em- 
ployment depending  upon  questions  of 
economy  and  efficiency.  Lead  and  zinc 
both  enter  into  the  manufacture  of  paint 
pigments;  copper  and  aluminium  are 
both  used  for  electrical  transmission  pur- 
poses, an  example  that  is  particularly 
strildng,  as  both  metals  make  excellent 
high-tension  transmission  line  conduc- 
tors, but  since  aluminium  is  a poorer 
conductor  than  copper,  naturally  a great- 
er cross-section  of  aluminium  wire  is  nec- 
essary to  carry  a given  current.  The  re- 
lation so  works  out  that  when  the  cost 
of  copper  is  one-half  that  of  aluminium 
it  is  cheaper  to  use  copper  and  vice  versa. 
With  the  prices  of  aluminium  and  copper 
18  and  12  cents,  respectively,  it  can  be 
readily  understood  that  aluminium  is 
strongly  competing  in  that  particular 
electrical  field.  The  slight  advantage 
which  copper  possesses  in  point  of 
strength  is  overcome  by  using  a steel 
core  for  the  aluminium  conductor.  The 
lighter  metal  has  the  advantage  of  re- 
sisting the  accumulation  of  sleet  on  the 
wire  in  Winter. 

Aluminium  is  a comparatively  young 
metal,  and  can  be  produced  cheaply 
where  abundant  electrical  power  and  ore 
are  available.  It  is  one  of  the  most  com- 
mon metals  on  the  face  of  the  earth — 
Norway,  France,  Germany  and  other 
countries  with  cheap  water  or  coat  pow- 
er are  already  producing  large  amounts 
of  aluminium,  and  there  is  strong  prob- 
ability that  the  metal  will  contest  the 
transmission  field  in  the  future.  Even 
a tariff  on  aluminium  will  not  prevent 
European  nations  from  using  it  in  pref- 
erence to  copper,  should  price  relation 
justify,  and  hurting  copper  export  trade. 

Copper  is  a wonderful  metal.  Produc- 
ers and  consumers  who  use  it  know  its 
merits,  but  the  general  public  does  not, 
at  least,  not  to  the  extent  which  produc- 
ers feel  would  be  to  the  best  interest  of 
the  industry.  The  high  price  of  copper 
during  the  war  encouraged  the  use  of 
substitutes,  which  are  being  eliminated 


with  difficulty.  Copper  producers,  it  is 
reported,  vrill  soon  enter  upon  a cam- 
paign of  education  in  an  effort  to  in- 
crease the  use  of  copper  products. 
This  is  not  a simple  problem.  Although 
certain  metal  products  made  of  nickel, 
zinc  and  iron  have  been  advertised 
with  more  or  less  success,  the  ad- 
vertising of  copper  presents  some  prob- 
lems peculiar  to  the  production  of  that 
metal.  Thus  when  a certain  brand  of 
zinc  is  advertised  in  the  magazines  of 
the  country  over  the  producing  com- 
pany's name  it  is  the  merit  of  that  par- 
ticular brand  which  is  being  stressed, 
and  inasmuch  as  the  various  brands  of 
zinc  in  the  United  States  have  widely 
varying  compositions  and  are  mode  from 
widely  varying  ores  it  is  natural  that 
one  grade  of  zinc  might  be  preferred  over 
another.  A similar  situation  holds  true 
for  iron.  The  extensive  campaign  which 
a large  rolling  mill  has  waged  adver- 
tising the  manufactured  products  made 
from  steel  and  iron  produced  by  this  mill 
did  not  stress  the  fact  that  iron  in  gen- 
eral was  superior  for  a particular  pur- 
pose, but  dwelt  upon  the  superior  care 
used  in  rolling  the  steel  and  insuring 
a uniform  grade,  and  hence  promoted 
the  sale  of  that  particular  product 
Evey  one  knows  that  there  is  good  and 
bad  steel  for  any  use. 

T^OR  copper  the  problem  is  different 
■*-  The  commonest  marketable  metal 
is  electrolytic  copper.  Arizona  copper 
is  as  good  as  Montana  copper,  and  South 
American  equal  to  any.  The  electrolytic 
methods  of  refining  copper  are  stand- 
ardized, and  there  is  little  to  choose  in 
selecting  copper  by  brands.  Copper  will 
have  to  be  advertised  collectively,  as  it 
is  doubtful  whether  any  one  or  two  pro- 
ducers would  be  willing  to  devote  the 
time  and  money  necessary  to  e.Ypand 
their  market  by  advertising  only  to  have 
their  competitors  share  in  the  benefits. 
For  this  purpose  the  producers  have  or- 
ganized the  Copper  and  Brass  Research 
Assodation,  with  the  especial  function  of 
promoting  by  wider  publicity  the  uses 
of  copper.  Manufacturers  are  entering 
whole-heartedly  into  the  project,  a.s  it 
means  as  much  to  them  os  to  the  mining 
companies.  One  of  the  great  objections 
to  the  more  prevalent  use  of  copper  by 
the  small  consumer  is  the  high  cost  of 
copper  products;  the  large  and  abnormal 
spread  between  copper  sheets  and  other 
finished  forms  of  copper  and  raw  prod- 
uct have  been  repeatedly  pointed  out  by 
retailers.  However,  this  is  a matter 
which  can  be  readily  adjusted,  and  should 
ultimately  offer  no  obstacles  to  its  wider 
introduction. 

The  metal  outlook  is  none  too  rosy. 
No  one  dares  say  when  the  tide  will  turn 
and  copper,  zinc  and  other  mining  com- 
panies be  able  to  resume  on  a normal 
scale.  The  distant  future  is,  of  course, 
bright;  the  world  will  be  expected  to 
continue  to  demand  metals  in  an  ever- 
increasing  rate,  but  the  near  future  will 
no  doubt  be  troublous.  The  mining  indus- 
try will  have  to  fight  to  get  on  its  feet 
again.  The  easy  times  of  the  war  period 
are  things  of  the  past.  .They  come  once 
or  twice  in  a lifetime.  From  now  on  the 
mining  industry  must  devote  itself  to 
rigid  economies  in  an  effort  to  improve 
the  mining  and  metallur^col  processes 
used,  so  that  as  the  prices  of  other  com- 
modities descend  to  a level  proportion- 
ate to  the  prices  at  which  the  metals  are 
selling  attempts  can  be  successfully  made 
by  the  cheapest  producers  to  start  operat- 
ing again. 


rriHE  United  States  Mortgage  and 
-L  Trust  Company  has  been  appointed 
Trustee  under  an  indenture  securing  an 
issue  of  11,401,000  collateral  trust  8 per 
cent,  bonds  of  the  Utah  Light  and  Trac- 
tion Company,  and  registrar  of  the  pre- 
ferred slock  of  the  Hanna  Paper  Cor- 
poration. 
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Ship  Mortgage  Bonds  to 


Solve  the  Marine  Muddle 


TTENTION  is  fo- 
cused today  on  the 
approaching  d i s- 
armantent  confer- 
ence. The  people  of 
a 1 1 countries,  bur^ 
dened  with  taxes 
which  are  almost 
confiscatorj-,  are 
demanding  that 
huge  appropriations  for  naval  craft  be 
supped.  That  we  are  spending  almost 
as  much  on  merchant  shipping  is 
strangely  overlooked.  The  current  losses 
from  the  operation  of  Shipping  Board 
ve-ssels  are  more  than  $200,000,000  a 
year.  While  this  drain  upon  the  Treas- 
ury is  somewhat  covered  up  by  methods 
of  accounting,  nevertheless,  it  comes  di- 
rectly out  of  the  pockets  of  the  people. 
The  present  concerted  drive  for  economy 
in  public  expenditures  n\akes  it  neces- 
sary to  put  an  end  to  the  tremendous 
losses  from  our  Government-owned  mer- 
chant fleet  To  accomplish  this  the  ships 
must  pass  as  soon  as  possible  into  pri- 
vate hands.  While  differences  may  ap- 
pear as  to  the  best  methods,  all  are 
agreed  that  our  merchant  marine,  if  it  is 
to  be  vigorous  and  successful,  must  be 
financed  and  operated  by  private  capital 
and  initiative. 

At  least  one  billion  dollars  of  private 
funds  will  have  to  be  invested  in  ships 
before  Government  ownership  is  entirely 
displaced.  Apart  from  the  questions  of 
the  price  for  which  the  ships  should  be 
aold  and  when  the  sale  should  take  place 
an  equally  important  one  that  has  not 
received  sufficient  attention  is : How  can 
this  huge  sum  be  diverted  into  shipping 
investments?  One  of  the  simplest  and 
most  feasible  methods  now  that  shipping 
values  have  become  somewhat  stabilised 
is  the  extensive  use  of  ship  mortgage 
bonds.  The  greatest  drawback  in  the  use 
of  these  instruments  is  that  the  investor 
in  the  United  States  is  not  familiar  with 
them,  mainly  because  we  have  had  so  lit- 
tle ocean-going  shipping.  Another  hind- 
rance has  been  that  vessels  going  into 
all  the  ports  of  the  world  and  subject 
to  the  legal  systems  of  the  various  for- 
eign countries  they  touch  have  been  lia- 
ble to  large  indebtedness  for  supplies 
and  repairs,  the  maritime  liens  protect- 
ing advances  for  such  purposes  being 
superior  to  a mortgage  on  the  ship.  And, 
further,  ship  mortgages  in  this  country 
were  formerly  regulated  by  State  laws, 
which  in  many  cases  were  conflicting. 
A mortgage  is  not  a maritiine  contract, 
and  the  Federal  courts  sitting  in  admi- 
ralty have  no  jurisdiction  over  non- 
maritime  matters,  so  that  prior  to  the 
Ship  Mortgage  act  the  mortgagee  was 
left  to  the  varying  procedures  of  the  dif- 
ferent States  for  foreclosure. 

But  if  vessel  mortgage  bonds  have  been 
without  standing  in  the  eastern  money 
markets  they  have  enjoyed  prestige  in 
the  Great  Lakes  region.  Twenty  years  of 
successful  experience  under  " The  Great 
Lakes  Plan"  "have  convinced  investors 
in  Cleveland,  Detroit  and  other  inland 
centres  of  the  fundamental  soundness 
of  marine  investments  for  inland 
waters.  “ The  Great  Lakes  Plan  " is  not 
a fixed  formula,  but  a composite  practice 
existing  in  the  provisions  of  the  large 
number  of  mortgage  deeds  of  trust  tjiat 
have  been  drawn.  Some  of  these  differ  in 
detail,  but  all  are  based  upon  the  same 
accepted  underlying  principles  of  safety. 
The  barriers  raised  against  moral  haz- 

1.  The  mortgage  covers  not  more 
than  50  per  cent  of  the  value  of  the 
property. 

2.  Insurance  to  the  full  insurable 
value  of  the  property  is  carried  by  the 
owner  and  controlled  by  the  trustee. 

8.  When  the  mortgage  b placed  the 
owner  must  guarantee  the  ship  free 
from  mechanics’  lien  or  other  encum- 
brances. I I 

4.  The  company  agrees  not  to  de- 
clare any  dividends  on  common  stock 
until  bond  interest  is  provided  for  out 
of  earnings. 

. 6.  Provision  is  made  for  supplying 
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periodical  reports  on  the  business  by 
the  company  to  the  trustee. 

6.  A limit  eitlier  as  to  amount  or  ns 
to  percentage  of  tl>e  original  amount 
of  the  mortgage  is  fixed  for  supply 
and  repair  indebtedness.  If  the  spec- 
ified amount  is  exceeded  the  mort- 
gagee has  cause  for  foreclosure. 


The  generally  accepted  guide  to  the 
mortgage  forms  and  procedure  of 
the  Great  Lakes  is  found  in  Micliigan 
law,  which  gives  savings  banks  permis- 
sion to  invest  in  ship  securities  under 
certain  conditions.  This  law  was  passed 
at  the  insistence  of  firms  interested  in 
ship  mortgages,  and  was  of  great  value 
in  starting  the  movement  The  statute 
provides  " tlmt  such  mortgage.s  shall  be 
upon  steel  steamships  over  5,000  tons 
capacity’:  that  by  the  terms  of  the  mort- 
gage at  least  10  per  cent  of  the  total 
issue  of  bonds  shall  be  retired  annually, 
beginning  within  two  years  of  the  date 
of  the  bonds;  that  the  mortgage  liabil- 
ity against  the  property  shall  not  exceed 
one-half  its  actual  cost;  that  the  trustee 
of  the  mortgage  shall  he  required  to  pro- 
tect the  lien  by  attending  to  the  record- 
ing thereof,  and  by  causing  the  property 
to  be  insured  for  an  amount  equal  to  the 
full  insurable  value  of  the  steamship, 
such  insurance  to  be  made  with  loss  pay- 
able to  the  trustee  and  the  policies  de- 
posited with  it.”  The  law  further  states 
that  the  mortgagor  “shall  not  suffer 
such  steamship  to- become  indebted  in  an 
amount  exceeding  5 per  cent  of  the  orig- 
inal amount  of  the  principal  of  said 
mortgrnge  at  any  time,  and  the  failure 
of  the  mortgagor  to  procure  the  release 
forthwith  of  the  steamship  from  mechan- 
ics', laborers’,  admiralty,  statutory  or 
other  liens,  claims  or  charges  against 
SQch  steamship  shall  constitute  a default 
in  the  provisions  of  the  mortgage.” 

The  main  provisions  of  a particular 
Great  Lakes  ship  mortgage  executed 
April  1,  1907,  are  summarized  below; 
Mortgagee — The  First  Trust  and 
Savings  Bank  of  Chicago. 

Mortgagor— The  Vulcan  Steamship 
Company.  ^ , 

Property  Mortgaged  — The  lake 
steamer  William  B.  Davock,  4,468 
gross  tons,  under  construction,  to  cost 
$280,000. 

Per  Cent  Mortgaged — Fifty. 

Bonds  Issued— 1.  Amount,  $140,000. 
2.  Kind:  Serial,  maturing  one-tenth 
annually.  3.  Term;  One  to  ten  years. 
4.  interest:  Five  per  cent 


Article  III.  b to  the  effect  that  the 
steamship  company  will  insure  the  ves- 
sel “ in  some  good  and  responsible  in- 
surance company  or  companies,  to  be  se- 
lected or  approved  by  said  trustee,  for 
the  full  insurable  value  of  said  vessel." 
Article  IV.  stipulates  that  “ the  company 
shall  so  manage  and  operate  said  vessel 
as  that  no  liens  of  any  kind  shall  be  per- 
mitted to  attach  to  said  vessel  or  to  its 
appurtenances;  that  it  will  not  suffer 
said  vessel  to  become  indebted  in  any 
sum  except  for  necessary  operating. ex- 
penses. which  operating  expenses  shall 
not  exceed  $5,000  at  any  one  time,” 

The  aggregate  flotations  under  the 
Orsat  Lakes  plan  are  estimated  to  be  In 
excess  of  $160,000,000.  It  b claimed  that 
there  has  never  been  $1  lost  on  one  of 
these  bonds  secured  by  mortgages,  and 
but  one  or  two  foreclosures.  Since  1900 
one  institution  in  Detroit  has  distrib- 
uted to  the  public  marine  trust  bonds 
covering  122  vessels  ranging  from  4,000 
to  10,000  deadweight,  and  during  this  en- 
tire period  neither  the  institution  nor  a 
customer  has  lost  a dollar. 

The  pre-war  practice  on  the  Great 
Lakes  was  changed  in  detail  to  meet  dif- 
ferent conditions  after  the  war.  Many 
banks  were  unwilling  to  advance  60  per 
cent,  of  the  value  of  a steamer  formerly 
costing  $300,000  to  $400,000  which  then 
required  $1,000,000  or  more.  Where  the 
percentage  mortgaged  remained  the  same 
as  formerly  the  mortgagor  in  many  in- 


stances was  required  to  reduce  the  bond 
issue  by  large  amounts  during  the  early 
part  of  tho  period,  instead  of  being  al- 
lowed to  distribute  tho  instalments  in 
equal  amounts  over  each  maturity  date. 
The  leiigtli  of  maturity,  formerly  from 
ten  or  twelve  years,  was  considerably 
shortened.  A recent  ship  bond  issue  for 
$680,000  involved  an  advance  of  $100  a 
ton,  not  quite  60  per  cent  of  the  con- 
struction cost  of  two  ships  of  3,400  dead- 
weight each.  The  issue  has  six  maturi- 
ties, beginning  Kov.  15,  1919,  and  end- 
ing with  May  16,  1922.  The  first  matu- 
rity called  for  payment  of  $160,000,  the 
second  and  third  for  $126,000  each,  tho 
fourth  and  fifth  for  $100,000  each  and 
the  sixth  for  $80,000. 

A substantial  amount  of  ship  financ- 
ing is  done  in  Great  Britain  through 
brokers  or  banks  specializing  in  ship 
mortgages,  which  are  u.sually  distrib- 
uted privately.  Apart  from  the  flotation 
of  stock  or  the  sale  of  debentures  where 
a whole  fleet  is  mortgaged,  ship  financ- 
ing has  nbo  been  done  through  inve-st- 
ment  trusts  specializing  in  stocks  and 
mortgages.  The  bonds  of  such  institu- 
tions as  the  British  Martinie  Trust,  Ltd., 
and  the  British  Steamship  Investment 
Trust,  Ltd.,  have  a broad  market,  and 
are  highly  regarded  by  conservative  in- 
vestors. 

The  latter  trust  wa.s  founded  in  1887. 
Until  recently  it  devoted  its  energies 
mainly  to  securities  issued  against  ship 
mortgages.  Tho  amount  of  first  ship 
mortgages  held  in  1916  was  £640,400, 
but  this  sum  was  reduced  to  £16,000  in 
1919,  and  new  mortgage  agreements  have 
not  since  been  made.  At  the  1920  annual 
meeting  the  Chairman  stated,  " The  im- 
mediate outlook  for  the  trust  appears 
favorable,  but  the  position  a few  years 
hence  is  very  uncertain,  as  there  is  no 
doubt  that  the  shipbuilding  industry  can 
turn  the  present  scarcity  of  tonnage  into 
abundance  in  the  course  of  a year  or 
two."  The  trust  is  now  investing  in 
Government  bonds  and  good  industrial 
securities.  A part  of  the  success  of  this 
organization  has  been  due  to  the  acumen 
of  its  officers,  who  have  frequently 
bought  up  insolvent  companies  for  a 
song,  put  them  on  an  earning  basis,  and 
disposed  of  them  at  a handsome  profit 

Ship  mortgage  banka  proper,  i.  e., 
banks  for  lending  money  to  shipbuilders 
and  shipowners  exclusively  against  ships, 
are  said  to  hove  originated  in  Holland. 
This  type  of  institution  is  now  found  in 
Germany,  Norway,  Sweden,  Denmark 
and  Belgium,  Debenture  bonds  secured 
by  mortgage  loans  restricted  by  law  to 
60  per  cent  of  the  estimated  value  of 
ships  pledged  arc  “easily  distributed  to 
investors.”  The  issues  of  twelve  marine 
mortgage  banks  bearing  interest  rates 
varying  from  4V4  to  6 per  cent  are 
traded  in  freely  on  the  Amsterdam  Stock 
Exchange. 

The  Deutschen  Shiffspfandbriefhank 
A.  G.  of  Berlin  may  be  taken  as  an  ex- 
ample of  Continental  practice.  This  in- 
stitution, with  a nominal  capital  of  10,- 
000,000  marks,  26  per  cent,  of  which  is 
paid  up,  is  chartered  (1)  to  grant  loans 
against  ships;  (2)  to  issue  interest-bear- 
ing ship  mortgage  bonds  in  accordance 
with  the  rights  of  mortgage  above;  (3) 
to  acquire  and  dispose  of  loan.s  in  the 
sense  outlined  above;  (4)  to  purchase  and 
sell  securities  on  a commission  basis, 
and  (6)  to  undertake  the  collection  of 
bills  of  exchange,  checks  and  similar 
instruments.  Loans  may  not  exceed  60 
per  cent,  of  the  value  of  the  ship,  which 
roust  be  insured  to  its  full  insurable 
value  under  the  bank's  direction.  The 
total  amount  of  mortgage  bonds  in  cir- 
culation may  be  up  to  ten  times  the 
amount  of  paid  up  capital,  tho  regular 
reserve  fund  and  any  special  reserves, 
and  at  all  times  must  be  100  per  cent, 
covered  by  ship  mortgages  or  by  Federal 


or  State  bonds.  At  present  tho  bank  has 
two  issues  of  10,000,000  marks  each  out- 
standing. The  ship  mortgages  held  on 
Dec.  31,  1919,  amounted  to  14,636,498 
marks. 

As  mentioned  above,  tho  development 
of  ship  niortgages  for  the  inland  waters 
of  this  country  took  place  under  State 
laws.  Tho  Ship  Mortgage  act  of  1920 
supersedes  “ the  provisions  of  all  State 
statutes  conferring  liens  on  ves.scls  in  so 
far  as  such  statutes  purport  to  create 
rights  of  action  to  bo  enforced  by  suits 
in  admiralty  against  vessels  for  repairs, 
supplic-s,  towage,  use  of  dry  dock  or  ma- 
rine railway  and  other  necessaries," 

By  tho  now  act  priority /is  given  to 
" preferred  mortgages."  Heretofore  re- 
pair yards  and  .ship  supply  men  were 
protected  by  a maritime  lien  which  gave 
them  precedence  over  general  creditors, 
which  is  still  true  if  the  vessel  contracts 
debts  in  foreign  ports.  A repair  yard 
hod  also  the  right  to  detain  or  hold  u 
vessel  upon  which  repairs  had  been  made 
under  a possessory  lion  until  payment  of 
the  bill  for  repairs.  Formerly  a mort- 
gage upon  the  ship  was  inferior  in  all 
respects  to  maritime  liens,  and  in  the 
event  of  tho  sale  of  the  vessel  the  hold- 
ers of  maritime  liens  were  entitled  to 
payment  in  full  before  any  payment  to 
the  holder  of  the  mortgage  could  be 
made. 

There  are  also  created  certain  “pre- 
ferred maritime  liens  " having  prior- 
ity not  only  over  liens  for  repairs  and 
supplies,  but  over  a mortgage  even  if 
the  latter  is  previously  recorded  upon 
tho  ship’s  papers.  These  preferred  liens 
arc  for  (1)  torts,  as  dLstinguished  from 
liens  growing  out  of  contracts,  as  for 
collision  claims;  (2)  wages  of  stevedore-'’, 
if  directly  employed  by  the  vessel;  (3) 
wages  of  the  crew;  (4)  general  average, 
and  (6)  salvage.  All  other  liens  arising 
out  of  contracts  ore  inferior  to  these 
preferred  liens  and  mortgages.  The  pre- 
ferred liens  prosumably  have  priority 
over  liens  for  repairs  or  necessaries 
whether  the  vessel  is  mortgaged  or  not. 
The  act  also  seems  to  take  away  the 
right  of  repair  yards  to  hold  a ship  un- 
der a common  law  lien  until  payment  of 
a repair  hill.  Tho  order  of  priority  of 
liens  under  the  act  is  as  follows: 

1.  “ Preferred  liens,”  mentioned 
above.  . 

2.  Other  maritime  liens,  if  incurred 
before  recortog,  &c.,  of  mortgage. 

3.  “ Preferred  mortgages.” 

4.  All  other  mortgages. 

The  act  does  not  specify  the  extent  to 
which  loans  may  be  made  against  a 
ship,  just  as  there  is  no  legal  maxim  es- 
tablished for  real  estate  mortgages.  The 
Michigan  State  law  indirectly  regulate-s 
this  matter  by  allowing  savings  bank.1 
to  invest  only  in  those  securities  where 
the  vessel  is  not  mortgaged  over  60  per 
cent.  Practice  has  established  this  as  a 
maximum  in  the  Great  Lakes  region.  In 
Germany,  Norway,  Sweden,  Denmark 
and  Belgium  mortgage  loons  are  restrict- 
ed by  law  to  60  per  cent,  of  the  ship’s 
value,  “ determined  by  expert  opinion  af- 
ter careful  investigation.”  In  England 
up  to  70  per  cent,  of  a ves.sel’s  value  has 
been  mortgaged,  tho  law  not  placing  a 
limit  on  the  percentage. 

In  the  hearings  on  the  Ship  Mortgage 
act  before  the  House  Committee  a rep- 
resentative of  the  Newport  News  Ship- 
building and  Dry  Dock  Company  stated 
that  in  " very  many  cases  (before  the 
war)  the  company  has  taken  a contract 
to  build  ships,  and  has  had  60  per  cent, 
of  the  money  paid  down  in  cash  as  the 
work  progressed,  and  has  taken  notes 
for  one,  two  and  three  years  for  the  bal- 
ance,” and  expressed  the  belief  that  “it 
(i.  e.,  the  extension  of  credit  by  the  ship- 
building company)  is  likely  to  be  the  case 
in  the  future.” 

Under  the  new  Ship  Mortgage  act  the 
mortgagee  seems  amply  protected,  There 
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and  investnients.  Aro  conditions 
such  aa  to  render  investment  in  long 
term  bonds  desirable  or  does  the 
trend  of  events  indicate  the  ad- 
visability of  keeping  funds  close  at 
hand  through  the  purchase  of  short- 
term  notes? 

The  first  of  these  questions  has  always 
had  the  careful  consideration  of  inves- 
tors, but  until  the  last  few  yeara  the 
second  and  less  obvious  question  has 
received  the  attention  which  its  import- 
ance demands  only  at  the  hands  of  stu- 
dents of  the  subject. 

While  the  fact  that  bond  prices  judged 
by  past  standards  are  now  tow  is  a mat- 
ter of  general  comment,  it  is  much  to  be 
doubted  whether  the  interplay  between 
those  prices  and  economic  factors  is  fully 
realized. 

Consider  the  investor  who  in  1905  pur- 
chased Reading  General  4s  at  104% — the 
highest  price  on  record,  At  this  price 
the  yield  on  these  bonds  was  but  3.85 
per  cent  The  same  bonds,  equally  sound 
as  an  investment,  sold  in  February,  1920, 
at  78%,  offering  a return  of  6.16  per 
cent  The  investor  who  bought  in  1905 
and  found  it  necessary  to  sell  in  1920  not 
only  obtained  but  a small  return  but  also 
received  funds  equivalent  to  only  76  per 
cent,  of  his  1905  principal.  This  does 
not  conclude  his  disadvantage.  The 
ultimate  value  of  investment  funds  rests 
upon  their  purchasing  power.  Daring 
the  period  when  his  bond  was  declining 
in  price,  prices  of  commodities  were 
showing  enormous  advances.  According 
to  Bradstreet’s  Index,  this  advance 
amounted  to  more  than  250  per  cent.  In 
other  words,  the  dollar  of  1920  had  but 
40  per  cent  of  the  purchasing  value  of 
the  dollar  of  1905. 

The  following  tabulation  shows  how 
changing  economic  conditions  affected 
the  purchasing  power  of  the  1905  inves- 
tor (expressed  in  percentages  of  1905 
figures) : 

Value  Purchasing 

of  Bond.  Power. 

1906....  100%  100% 

1920 76%  40%  of  75% 

or  30% 

While  it  is  true  that  this  represents  a 
picture  of  pa.st  coniiitions  it  nevertheless 
illustrates  the  tremendous  importance  of 
the  time  factor  in  successful  investing. 
The  conditions  of  the  1905-1920  period 
are  no  longer  in  effect,  but  the  relation 
between  economic  conditions  and  bond 
prices  is  just  as  much  in  existence  as 
ever.  Do  conditions  indicate  that  the 
present  day  bond  buyer  will  lament  his 
purchase  as  did  the  buyer  of  1905  or  do 
they  portend  that  he  can  reasonably 
anticipate  higher  prices  for  investments 
and  greater  purchasing  power? 

Present  comment  iff  unanimous  in  di- 
recting attention  to  the  high  return  now 
offered  on  well  secured  bonds  and  on  the 
general  principle  that  an  all-wise  Provi- 
dence takes  care  that  the  trees  do  not 
grow  to  touch  the  sky,  seasoned  with 
some  timely  references  to  the  present 
business  depression,  concludes  that  an 
unparolleled  opportunity  is  now  pre- 
sented, While  surface  indications  plain- 
ly support  this  view,  are  there  more  sub- 
stantial grounds  for  believing  that  the 
trend  is  toward  higher  prices  for  invest- 
ments, and  if  so,  how  long  is  it  likely 
to  continue  and  to  what  extent?  Some 
further  study  of  the  past  will  give  aid 
in  answering  these  questions. 

The  occorapanjnng  graph  shows  the 
price  trend  of  ten  high-grade  railroad 
bonds  from  1880  to  the  present  time. 
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From  a study  of  this  graph  the  fol- 
lowing points  are  evident: 

1.  Bond  prices  advanced  from  low 
average  prices  in  1880  to  high  aver- 
age prices  in  1902 — a period  of  twen- 
ty-two years— and  then  declined  to 

another  low  average  point  in  1920 

a period  of  eighteen  years.  (While 
the  chart  extends  back  only  to  1880, 
actual  low  prices  were  reached  in 
1878.[ 

2.  Present  prices  record  a small 
advance  over  the  low  figures  reached 
in  1920,  but  arc  still  tower  than  any 
previous  year  since  1880. 

3.  The  long  trend  of  prices  has  not 
been  continuous,  but  has  been  inter- 
rupted by  intermediate  movements 
contrary  to  the  long  trend;  thus  the 
long  trend  between  1880-1902  con- 
sisted of  eleven  short  term  move- 
ments and  the  long  trend  between 
1902-1920  of  nine  short  term  move- 
ments. 

4.  The  short  term  movements  in 
the  same  direction  as  the  long  trend 
have  tended  to  be  of  greater  leng^ 
and  intensity  than  the  short  term 
movements  contrary  to  the  general 
trend. 

In  order  to  form  any  judgment  as  to 
the  probable  future  trend  it  is  necessary 
to  consider  what  causes  have  affected 
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bond  prices  in  the  past  and  whether  they 
are  effective  today  in  a positive  or  nega- 
tive sense.  These  causes  and  their  prob- 
able effect  on  prices  will  be  considered 
from  the  standpoint,  first,  of  the  present 
short  term  movement  and,  second,  from 
the  standpoint  of  the  long  term  move- 
ment 

N the  short  term  movement  with  but 

one  slight  interruption,  prices  tended 
downward  from  1916  until  the  beginning 
of  1920.  From  then  until  the  present 
there  has  been  an  up  trend  at  first  grad- 
ual and  uneven,  but  recently  quite 
marked.  Nevertheless  this  recovery  rep- 
resents but  a small  percentage  of  the 
decline  from  1915  to  1920. 

There  follows  an  analysis  of  the  fac- 
tors which  seem  to  have  largely  occas- 
ioned the  price  changes  of  the  last  six 
years;  it  is  to  be  hoped  that  this  analysis 
will  throw  some  light  on  the  probable 
movement  of  prices  in  the  immediate 

The  insistent  demand  for  capital 
prevalent  during  the  period  from 
1916  to  1920  (coincident  with  the 
war  and  the  post-war  boom)  was  due 
to  three  primary  causes:  1.  High 

commodity  prices.  2.  Intense  busi- 
ness activity:  and  3,  heavy  national 
borrowing.  The  last  eighteen  months 
have  witnessed  t striking  change 
with  respect  to  these  demands. 

1.  Bradstrect’s  Average  Commod- 
ity Price  Index  rose  from  an  aver- 
age level  of  8.9985  in  1914  to  20.8690 
as  of  Feb.  1,  1920,  and  declined  to 
10.617  aa  of  June  1,  1921;  since  then 
there  has  been  a slight  upnpd 
movement.  Violent  changes  in  prices 
following  in  general  this  same  trend 
have  occurred  throughout  tte  world. 

2.  The  rise  in  commodity  prices 
was  attended  by  a period  of  intense 
business  activity.  Profits  were  so 
lai^e  that  funds  were  sought  even  at 

v.very  high  rates  of  interest  Natur- 
ally old  bond  issues  yielding  a low 
return  were  not  desired  and  sank 
continually  to  lower  levels.  New  fi- 
nancing was  only  accomplished  at 
ever-increasing  rates.  These  ten- 
dencies were  in  evidence  until  the 
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early  part  of  1920,  when,  due  in  part 
to  the  near  exhaustion  of  credit  sup- 
plies, the  inevitable  reaction  set  m, 
gaining  momentum  until  at  the  pres- 
ent it  is  estimate  tliat  steel  pro- 
duction is  only  about  20  per  cent,  of 
capacity.  Five  million,  seven  hun- 
dred thousand  men  and  women  are 
unemployed  and  current  bank  clear- 
ings are  showing  a decrease  of  ap- 
proximately 21  per  cent,  from  the 
figures  of  a year  ago. 

These  facts  are  well  known.  In 
some  quarters  there  is  a tendency 
to  assert  that  “ the  corner  has  b«n 
turned.”  Tliis  is  true  in  the  sense 
that  the  banking  position  is  im- 
proved; that  many  harassed  con- 
cerns nave  survived  the  drastic  fall 
in  commodity  prices;  and  that  there 
is  a more  confident  feeling.  Actual 
improvement  of  industrial  conditions 
of  a substantial  character  cannot 
well  take  place  until  certain  commod- 
ities and  services  (rents  and  freight 
rates  being  prominent  examples) 
react  in  conformity  with  the  gen- 
eral trend.  That  there  is  a great 
deal  of  liquidation  still  to  take  place 
is  evidenced  by  the  amount  of  out- 
standing bank  loans.  Loans  of  816 
principal  banks  as  of  July  27,  1921, 
declined  but  13  per  cent,  from  the 
high  point  of  Oct.  15,  1920.  Assum- 
ing that  the  rate  of  decb'ne  upon  Uie 
part  of  banking  institutions  through- 
out the  country  has  been  at  no 
greater  rate  it  seems  clear  that  liqui- 
dation, while  in  progress,  has  not 
proceeded  at  a rate  in  proportion  to 
the  redaction  in  business  activity. 
The  only  inference  is  that  vast 
amounts  of  commodities  are  being 
carried — sugar  and  cotton  being 
prominent  instances — and  that  much 
time  must  elapse  before  stable  con- 
ditions can  be  antidpated. 

In  this  connection,  the  following 
excerpt  from  an  article  by  Messrs. 
A.  Baiton  Hepburn  and  B.  M.  Am- 
derson  Jr.,  appearing  in  the  Chase 
Economic  Bulletin  of  July  20,  1921, 
will  be  of  interest:  " "nie  normal 

tendency  in  a period  of  depression  is 
for  liquidation  to  proceed,  borrowing 
to  fall  off,  and  funds  to  accumulate 
in  the  banks,  which  brings  about 
sooner  or  later  low  natural  ^scount 
rates,  which,  in  conjunction  with  a 
general  lowering  of  costs  of  produc- 
tion, lay  the  foundation  for  business 
revival.  The  revival  is  in  order  when 
costs  of  production  of  all  kinds,  in- 
clutUng  rentals,  overhead,  wages, 
raw  materials,  coal,  and  so  on,  have 
been  shaken  down  until  they  are  in 
line  with  the  prices  of  finished  prod- 
ucts. It  is  necessary  that  this  gen- 
eral shaking  down  should  be  thor- 
oughgoing before  a soundly  based 
revival  can  be  expected.” 

While  these  facts  are  unpalatable 
to  all  who  desire  full  employment 
and  prosperity,  they  are  not  without 
their  compensating  features.  They 
mean  that  the  further  substantial  re- 
duction in  loans  which  is  indicated 
will  result  in  a much  easier  credit 
situation  and  lower  rates  for  money, 
or,  stated  differently,  in  a continu- 
ation of  the  reversal  of  factors  which 
for  so  long  worked  against  bond 
prices. 

3.  Another  feature  of  the  last  six 
years  has  been  the  very  heavy  de- 
mands for  funds  upon  the  part  of 
the  Government.  The  national  debt, 
which  amounted  to  little  over  $1,000,- 
000,000  prior  to  the  war,  increased 
to  a peak  of  more  than  $25,000,000,- 
000.  This  competition  for  capital 
should  now  cease.  In  fact,  there  has 
been  a reduction  of  about  $2,000,- 
000,000  from  the  peak.  Further  fi- 
nancing will  be  almost  exclusively 
of  a rounding  character. 

The  immediate  effect  of  large  in- 
creases in  gold  reserves  is  to  ease 
interest  rates.  To  a considerable  de- 
gree the  tension  in  the  money  mar- 
ket of  1919-1920  was  due  to  large  ex- 
ports of  gold.  It  is  estimated  that 
the  gold  stock  in  the  United  States 
on  Aug.  1,  1921,  was  $3,288,608,408, 
an  increase  of  almost  $600,000,000 
over  the  fi.gures  of  Aug.  1,  1920.  Im- 
ports of  gold  are  continuing  in  large 
volume  and  should  matenalty  aug- 
ment the  tendency  toward  easier  - 
money  rates. 

During  the  1915-1920  period  rail- 
road and  pubUc  utility  investments 
were  in  diidavor  owing  largely  to  the 
unfavorable  effect  of  high  operating 
costs  on  net  earnings  and  a lack  of 
conhdence  in  the  attitude  of  the 
Government  and  public  regulatory 


bodies.  The  large  profits  made  by 
industrial  companies  attracted  funds 
which  would  ordinarily  have  found 
their  way  into  securities  of  a more 
stable  character.  Recently  this  atti- 
tude has  changed.  Industrial  profits 
have  proved  as  disappointing  as  they 
were  alluring  during  the  period  of 
expansion,  investors  are  thinking 
more  of  safety  and  stability  than 
formerly.  Furthermore,  the  disposi- 
tion of  the  Government  to  assume  a 
more  liberal  attitude  toward  the  rail- 
roads and  a realization  of  the  benefit 
of  falling  wages  and  lower  cobimod- 
ity  prices,  has  attracted  attention  to 
railroad  bonds.  Public  regulatory 
bodies  have  generally  granted  relief 
where  needed,  and  el«tric  light,  gas 
and  street  railway  properties  are 
also  feeling  the  favorable  effect  of 
lower  costs.  A constant  absorption 
of  the  obligations  of  these  companies 
is  in  progress.  Municipal  bonds  are 
in  demand  on  the  part  of  men  of 
wealth  who  no  longer  find  opportu- 
nities for  large  speculative  profits 
and  now  seek  relief  from  the  very 
high  income  surtaxes. 

A REVIEW  of  the  above  factors  leads 
to  the  conclusion  that  the  present 
shorTterm  up-swing  in  prices  is  based  on 
a complete  reversal  of  conditions  which 
led  to  the  decline  in  the  1915-1920  period, 
and  that  there  is  every  indication  that 
the  present  upward  tendency  will  con- 
tinue for  a considerable  time  to  come. 

While  certain  of  the  factors  now  fav- 
orably affecting  the  bond  market  are  of 
a permanent  character,  notably  the  ces- 
sation of  new  borrowing  upon  the  part 
of  the  Government,  others  will  in  due 
course  cease,  for  the  time  at  least,  to 
exert  an  influence  in  the  direction  of 
higher  prices.  Lower  money  rates,  the 
establishment  of  a greater  degree  of  sta- 
bility of  prices,  the  return  of  confidence 
and  possibly  less  onerous  taxes  will  tend 
to  gradually  promote  greater  business 
activity,  accompanied  by  demands  upon 
the  banks,  and  a halt  in  the  rising  trend 
of  bonds. 

The  question  then  arises  as  to  whether 
the  present  up-swing  is  but  an  inter- 
mediate upward  movement  in  the  long 
down  trend  which  started  in  1902  or 
whether  it  marks  a complete  reversal  and 
the  establishment  of  a long  term  upward 
movement,  which,  subject  to  intermediate 
movements  of  a contrary  direction,  will 
continue  for  a length  of  time  comparable 
to  the  previous  long  trends  as  shown  on 
the  chart 

Professor  Irving  Fisher,  one  of  the 
greatest  authorities  on  questions  of 
money,  price  changes  and  interest  rates, 
in  his  “The  Rate  of  Interest”  says: 
“ In  order  to  estimate  the  possible  varia- 
tion in  rates  of  interest  we  may,  bitadly 
speaking,  take  account  of  the  following 
three  groups  of  causes:  (1)  The  thrift, 
foresight,  self-control  and  love  of  off- 
spring which  exist  in  a community;  (2) 
the  progress  of  inventions;  (3)  the 
changes  in  the  purchasing  power  of 
money.  The  first  cause  tends  to  lower 
the  rate  of  interest;  the  second  to  raise 
it.”  There  is  little  likelihood  of  any 
great  change  in  the  habits  of  the  Amer- 
ican people  during  the  next  ten  or  twenty 
years,  although  a greater  degree  of 
thrift  is  much  to  be  hoped  for,  and  it  is 
impossible  to  foresee  the  progress  of  in- 
vention. From  a practical  standpoint,  it 
seems  well  to  base  forecasts  on  the  third 
cau.se,  namely,  changes  in  the  purchas- 
ing power  of  money. 

Without  expressing  any  opinion  as  to 
Professor  Fisher's  adaption  of  the  quan- 
tity theory  of  money,  it  may  be  broadly 
stated  that,  other  things  being  equal,  an 
increase  in  the  amount  of  gold  and  the 
velocity  of  circulation  of  credit  instru- 
ments based  thereon  without  a corre- 
sponding increase  in  the  volume  of  trade 
is  followed  by  an  increase  in  pricea 
During  the  years  immediately  follow- 
ing 1890  a very  large  addition  to  the 
then  existing  gold  supply  wns  made  ow- 
ing to  the  heavy  output  from  the  recent- 
ly discovered  Transvaal  mines.  The 
immediate  effect  was  a glnt  of  money  in 

Continued  on  Faae  260 
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The  ipace  between  Ae  bwe  line  and  the  broken  Ime  representa  the  cash  re  serves  reqnired,  that  between  the  broken  line  and  the  Ueht  lino  the  aieaai 
reserves,  or  free  gold,  and  the  whole  apace  between  the  base  line  and  the  hea  vy  line  represents  the  total  stock  of  gold.  The  snpply  ia  computed  monthly 
80  that  the  record  can  never  be  brought  to  the  date  of  publication.  The  chart  records  the  last  figures  publiahed. 
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New  York  Stock  Exchange  Transactions 

fVeek  Ended  September  10,  1921  Total  Sales  3,103,938  Shares 
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"n'*  ra  G so  « Peb!  lo  m to*  n iSfalo.  ^RtowtiTr'T  p«u!  ! 1 ’. ! i^soolx 

•erf  ep;  M May  16  M May  16  BcilfaJo,  Rochester  A Pitts,  pf..  6,000.000 

Z « “ ■»  ™ 

June  X,  -21  2 8A  41 

to.  |B.  ;2I  1 BA  82  

in%  107  1^  w 1^  ^r.  "i  i»*  to.  4 li^'ao 

Aug  15.  ;21  2%  Q 85%  K7  «4%  K7  + 2 7X 

to.  1.  '16  % 2.1%  25%  24%  24%  -1%  1.IX 

June  X,  'IS  USc  4%  4%  4%  4%  4-  % l.B«0 

Bep.  ».  'X  11, X 12U  10  ITiJ  13%  + 1%  6,000 

54%  19%  28%  9%  10%  Apr.  10  7%  Aug.  22  CADDO  CRN.  O AR  (sb.)..  150,000 

V7%  «S%  85%  66%  64%  B'nb.  14  53%  July  28  Callfonila  Packing  (eh.) 471.707 

23  m 20%  4 7%  Jan.  S 3%  Aug.  25  CaHahan  Sne  A Lead 4.8«b9« 

^1%  7W  ^ 79^*  Mny  13  «%  to'  4 ^forto  P^l^  pf 10  739 « 

June  15.  '21  li.M  Q a^02%C^t^^% 

July  1’  '21  /%  Q 74^  76^  74^  w"  ^ s'*  "’loO 

170%  126%  U4  109%  119%  Jan.  II  101  June  20  Canadian  PaeiJlc  J62.9H.0a 

48  42  43%  38  40  Jan  21  40  Jan.  21  Canada  Bouthem  15.000, X 

101  91%  lOO**  72'*  fS%  *!lb!  Ts  7*  1 Case  (j!  l!)  Th!’V  7*'p’fl!!!!  U.OXlx 

1I6U.  56%  104%  30%  43%  Jan.  10  22%  Aug.  25  Ceutral  Leather  39.6»,10( 

114  104%  108%  80%  M Jen.  12  57%  Aug.  24  CsQtral  Leather  pf 83.297.80( 

June  30.  |21  M 112%  113%  111%  113%  4 1%  D.5U0 

to  8i  ;»  15  **  w%  x%  ^ »%  j'i%  lo.lw 

*14%  '31  *61%  *24%  ^%  jlln.'  80  *S  Er  lU  Cem*de*’pun  dop^r’feb!).'.’.’  *''M8!22 

X%  30%  62  M 44  Jan.  X 22  Aug.  6 C*rtalo-Te«d  Pr^ucte  tab.]....  g 

141%  90  iii%  69%  S to'  M S%  Aug.  m cbto2w^ieS^(*h*).^.^f!!!!  *'So|x 

Aug.  1.  '21  2 g ..  IX  

Mar.  1,  -21  60c  20%  27%  X%  27%  + 1%  2,2X 

Jan.  1,  '21  |1  i£2  

July  1.  ;2j  1%  Q 70  

«M  61%  70%  47  »%  May  9 4«  June  20  ^jmapuJie  A Ohio 

11  »%  8 I?*  A*"'  12  9 Aug  20  oilcMO  A jumo’pf iS'^* 

If^'  .*  ??  .*  7%  iuy  S o'*  toi  15  cm:'A‘Bf^tr°rt*fl’i«^Tp4 

17%  4 17%  3%  6%  Jan.  SI  % Apr.  ■£>  Chi.  A B.  111.  pf.,  Eq.  Tr.  reeU.  9.260,001 

7%  May  ID  6%  Aug.  24  C.  A E.  I pf.,Etl.t.r..l«  east  Pd  

6%  r^i  6%  5%  + % 3X 

13  7%  14%  0%  9%  May  9 6%  June  23  Chleage  Great  WesUrn 4S,246.00< 

F Is  F S l£  "iif  li  i li:  i »Tr'-----!r5fil 

in  1?6  ix'*  S 110  Jan.  11  x'*  July  1 ^Icasi  A Northwestern  pf slsxlic 

to*!  ‘i!  ■!?  V9,  In'*  20%  ifiS  ''o5 

Si^ii  i ii  If  1^  l‘  1? 

7x 

• 1.300 

1%  '“iloS 

r P ii  1"  Pill  Pfii 

.:  “ s si“  s.| 

il  ”1 
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The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 

Week  Ended  September  10  Total  Sales  $55,715,300  Par  Value 
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Stock  Exchange  Bond  Trading  — Continued 


8 0«.  W.  n.R.*  w.  « T3  71H  TIH  -*« 
m «6  M 10^  8o5  + l'* 

lOOM  MH  32  Packiird  All.  Car  Ha  DT14  OOH  07M  + % 

TO  T3%  1 I'u.  V.  k L.IslA  r.Oa  THH  TOK  T»H  + 

III  I Pan  Am!  *4™’wf.T»  OO  DO  00+1 

02  81  130  I’onn.  Ef-n.  Os HHVi  KTH  WA  + % 

85W  70H  * P«nn.  8«.  IMS H2  8114  02  + H4 

0 Bo.  Ry..  M.  DlV.  to..  84  83  84  +*V 

1®  101  40  Bland.  Oil  of  Cal.  Ts.lCH%  l®%  104%  + % 

05%  01%  4 BUel  A Tube  Ta 02%  02  02%  4-  % 

72  67  0 Ter.  St.  uf  ref?"4s!  72  71%  72  + l'* 

81%  76  13  Te»ma  A Pac.  1st  6s.  »%  70%  ®%  - % 

B.' A L.‘'to..'.....'!  71  70%  70%  - 3% 

30  23  324  Third  Av.  odj.  6s...  50  33  37%  + 4% 

2S.,  E,  ^ 

lt^9^M  ^'1*  Llb.2dCv.4%s,’.72-47.95!70  0^70  M40  -*'.30 
M.1288.TO  3111%  Ub,  3d  4%s.  1028. .M.12  01.04  W.W  + .10 
SS!®  Ki!i4  0028%  Lib!  4th  ^.'S+M.'ssilR  8t!®  Ss!|2  + !23 
88.MKi.40  M Lib.  4th  4%S, '83-38. 

®.®05.®  2906  VIcL  3%s,  1022-23.. W.®  ®.04  ®.M  + .04 
®.10®.8a  14700%  Vlct.  ^S.^^10^23..m.l0  M.94  m.oi  + .IM 

DIS  S3  10  Penn,  consul.  414n...  80  80  KO  — 1 

8214  71H  no  Ponn.  son.  414s KIW  80  81  + ^ 

84  81  3 Ponn.  4s,  1013 8114  8IK  BH4  + H 

Krlli  0414  370  Ponn.  100)4  101  - H 

100  100  42  Penn,  sold  7» 10114  10314  1M14 

8014  7714  80  P»ro  Mani.  1st  5s...  81K  8114  8114+  ’.4 

01%  01  10  Peoria  A B.  1st  4s..  08  07  58  +1 

7f.<4  0314  8 Ifo.O.  A O.  C.  r.  r^.  7514  7414  7514  + 14 

42  30  2 milpplnu  in'.  4s...  3014  3014  3014  ■■ 

7314  »0  1 Portland  lly.  5s....  7314  73%  7314+214 

84  8314  1 P.C.O.A  .8.L.  As.  8.C.  8314  8314  8314  - 14 

87  TO  16  P..C..O.  A St.L.g.5s.  85  81%  81%  + % 

08%  07%  24  Public  Service  to....  0814  07%  0814  + % 

83  71%  77  llEADINO  sen.  4s..  77  70  77  + 1% 

87  7214  1 Keail.  J.  C.  col.  4s.  7N%  78%  78%  .. 

80%  81  1 Ilcp.  I.  * 8.  to.  MO..  M%  M%  84%  - % 

t»  01%  10  Rio  G.  A W.lstlB.  68  60%  06%  - 14 

50  47%  3 Rio  G.  A W.  co1.lr.4s  W 50  MI  + 1% 

00%  W14  42  R.  I..  A * L.  4%*..  00  OH  (10+1 

0014  01%  3 Rome,  W.  A Of.  to.  08%  08%  08%  - % 

0O%  83  37  fit.  L.,  1.  M.  A S.s.to.  0D%  88%  80%  +1% 

75  07%  31  St.  L.,  1.  M.  A 8o. 

unl.  t ref.  4s....  7ft  73%  7B  + I 

71%  04%  22  SI.  L..  1.  M.  A B. 

IK)  87  13  61.L.48.P.R.  sen.to.  00  DO  On  + I 

63%  W 136  St.  L A a.  F.pr.ln.ls  03  02%  02%  + % 

70  70%  03  m.  L * S.  P.pr.ln.8s  75%  7.7  76%  + % 

B>%  61%  142  8i!l!  * adj  ios  68%  68  6*%  + % 

l»'^  02%  “oi  Bi'.l!  a 8.W.'  iTt’  4s.  08%  07%  08%  + i% 

76  115%  1 Tol.  A b.  0.  gen.  5s  76  75  75  +4 

78%  73  8 Tol..  fit.  L.  A W. 

Pf-  1-  8%« 70  70  70  -2 

84%  78  79  UNION 'PAC.'  lst  4s  S3  p » +”% 

87%  81  140  Union  Pac!  cv.  4s..  87%  86  87%  + 1 

102  100%  4 Un.  Tank  Car  cq.  7s. 101%  101%  101%  — % 

70  05  3 Unlt.Ry.6s.  Pitts,  s..  05%  66%  65%  .. 

un.  ir.  r 27%  27%  27%  - 1% 

88  79%  4 U.  B.  Realty  A I.  to  88  87%  87%  - % 

1®  01%  7 U.  S.  Rubber  7s... . M%  TO%  ®%  .. 

i.  to  7814  77%  78%  •• 

I®  04%  87  U.  3.  Rubber  7%s...  9f»%  ® OT%  + % 

l>«%  02%  W U.  S.  Bleel  to 94%  94  04%  - % 

01  76  1 U.  8.  Steel  to.  reg..  03  03  93 

®%  03%  20  Utah  P.  A L.  Ds...  ® 79%  ® + % 

7l»4  72%  I Vondnlls  ton.  4s..  .74%  7+A  74%  -2% 

03%  87%  42  Va!-C4r!  Oh’cni.  7«i  02%  91  91%  + % 

®%  65  ID  Va.-Car.  Ch.  coo.  6s  M 88  ® + % 

85  70  82  Virginian  Ry.  6s....  83%  83  83%  + % 

® 00%  8 Va.  B.  W.  eero.  6s...  W « « + 6 

® 82%  12  WABASH  1st  Ds 88  87%  ® + % 

TO  72  14  Wabooh  2d  6s 79  76%  79  + 1% 

74%  07%  JO  Wc«  Shore  4s 73%  73  73%  + % 

73  ® 22  West  Shore  4s.  reg.  71  70  71  + 1% 

08  02%  10  Western  Elscirto  to®  97%  « 

OTHER  GOVERN3IENT  BONDS 

40  40%  S3  Chinese  Govt-  to....  40%  40  40%  + % 

101%  M%  K City  of  Berne  8s...  101%  IW  101%  + 1% 

IW%  03%  ca  City  of  Bergen  8s...  1W%  »%  J®%  + 1% 

64%  74  10  City  of  Bordeaux  to  U%  M%  to%  + % 

101%  to%  43  C.  of  Chrlsuaola  8s.l01%  1®  101  + 1% 

00  «'*  » Cl**^  °t  V'k?"  to'”'  ***  83%  ^ + % 

04%  74  23  City  of  Mareellles  to  84  83%  fit  + % 

1®  94  M City  of  Paris  to....  OtHJ  M||  90J| 

1®  94%  83  City  Of  Zurich  Si... 1®  100%  101%+!% 

1®  95%  70  Dan.  Mun.  i.f.  8s,A.I®%  101%  1® 

1®  »%  ® Dan.  Mun.  s.f.  8s.B+®%  101%  l®%  + % 

W%  87%  37  Dom!of  C,  '6%L  1020  W%  93%  04%  + % 

01  83%  47  Dotn.  Of  C.  to,  IMI.  90%  »%  ®%  + % 

®%  70%  33  Dorn.  Republic  to...  79%  70%  79%  - % 

9C%  ® 1442%  FYeneb  Qovl.  7Mt...  90%  00%  00%  + % 

87%  76  54  Jap.  4%R.  Bter.  loon.  66%  t«%  66%  — % 

« 75  4.1  Jap,  4%s.  2d  Series..  86%  88  W%  - % 

72%  M 36  Jap.  4i,  slcr.  lean. . 72%  71%  72  - % 

104%  ra%  130%  King,  of  Bell.  7%S..IM%  1®%  104  + 1% 

®%  07  176  King,  of  Uelg.  to...  S.1%  96%  9m  + % 

103%  05%  133%  K.  Of  Denmark  8s..'lOS%  I(n%  103%  +.  % 

69%  SI  1%  King,  of  Italy  0%*--  88%  88%  88%  + % 

® ®%  60  King,  of  Sweden  to,.  W 68  * ® +2 

60%  62%  0 fit.  ^.WIM  Tsrm.to  «%  + % 

M%  s!%  I fit'.k.M.*^A^M^^'4a  S%  ^ «%  - % 

106%  00%  1 St.P..M^  4^HLcon^.ini%  ‘im%  1W%  +1% 

m%  83  1 W.N.T.  A Pa.  1st  5s  86%  80%  65%  + % 

77%  77%  6 West.  Pa.  Pow.  5s..  T7%  77%  TI%  .. 

W 75%  11  Western  Pacific  5s..  8J%  79%  T9%  - % 

01%  77%  7 W.O.Tel.realoat.4%s  81%  81%  81%  + 1% 

1M%  M 4!^  W.  D.  Tel.  + "i 

01  7«%  ® Rep.  of  Cuba  to.  '14.  76  77%  77%  - 1% 

71%  ^ 'o  R^'  of  C^bl  4%s“'  07  Im 

on%  172%  Rep',  of  Uruguay  'to.  90%  DS%  + % 

09%  94%  1W%  Sao  I*aulo  to 06%  97%  90%  + 1% 

107%  102%  ® Swiss  Confed.  a.f.8s.l®%  106%  l®%  + 1% 
1®  97%  38  U.K.C.B.  A I.S%s.'2l  9P%  90%  00% 

*04%  13  elin^'An.  A A.  P.  to  <B%  03%  03%  — 1 

43  36  10  Seob.  A.  L.  ref.  4a..  40  38%  30%  + %- 

30%  2.7  10  6«aD  «.  L.  ref.  4s.  40  38%  3»%  + % 

S.'m  47''  1"  3Vheel-\  L.B.ref.4S  49  49*^  49^  — % 

m%  82%  43  Wilson  A Co.tst  6%s  67%  SC%  86%  — % 

80%  77%  8 Wilson  A C«.  Cv.  to  82%  81%  62%  - % 

® ® 23  Wiclcwlre  Steel  7s..  03  92  93  + 2% 

71%  03%  12  WieeonsiD  Cent.  48..  70%  ® 70%  + 2 

91%  88  200%  U.K.G.B.  A 1.5%e!'29  W%  M ®%  + % 

Sa%  ® 411  U.K.C.B.  A I.5Hs.’3T  89%  8S%  0D%  + % 

Al  40  M-.  U.  a.  or  Mexico  6s..  52  48%  51%  + 3 

100%  ^ ft®  U 1'  °f  b“"u  to”l®'*  M%  I®  +* 

o!%  00%  412  SlTO^"r“ou''7*%sf?;'.  01%  00%  oi%+"% 

83  80%  .37  fio.  Bell  Tcl.  8s M «%  M + % 

S'*  75%  250  si  *iun“'4i.'**  83  81%  S3  +”% 

UNITED  STATES  GOVERNMENT  BONDS 
M.MM.M  1350  Lib.  3%s.  1932-47. .87.58  07.14  87.40  +.02 
re.24  MM  2*  Lib,  3%s. '32-47, reg..87.40  67.40  87.40  — .10 

NEW  TORK  CITY  BONDS 

®%  « I 4s,  1056  ® K ® ... 

73"*  fej*  So.  Psc.  col.  4s 73  71%  73%  + 1% 

90  80%  75  Soiitbera  Ryl'''to.^i^*  ^ 

^%  M in  South!  Hy.  gen.  4s. . 58%  57%  to%  + % 

80.60  M.W  2 Lib. 1st  cv.  4s, '32-47.87,®  87.®  +.10 

to!7nM!w  350  Llb!lBtcv.4%s.'S2-47.88'.(M  6t!m  88!m  + !20 
68  4 M 34T)  ~ '** 

' l'027-12,  'reg.^.’.OT.W  87.68  87.70  + .M 

80%  02%  8 llie^o®  ...!..  !..  S5%  ^ 88%  + *% 

00%  ro%  6 4%s.  IDfff  01  01  91  +1 

03%  ST%  1 4%B.  Nov..  IMT W M M - % 

Transacfi 

ons  on  the  New  Y 

'ork  Curb 

Wndnosilay  0"'^in  

a 4"  7,0®  Tob  Prod.  Exp...”fi“'^  4%  6%  + % 

110  40  I®  Union  Carbide 45  44  44 

1%  1 4.4®  U.  Prom  Sbnrlng.  1%  1%  1%  + 

0 0,7®  Un,  Ret.  Candy  B.  6%  6%  6%  .. 

1%  '%  ^’loo  u!  S.  lV.  A H*“p'f!  IS  1%  1%  i It 

2%  .78  5.W  ^ar  0.  A 0.  new  ,®  .84  , 07  +.11 

c%  2%  0.8®  Producers  A Ruf..  4%  4%  4%  + % 

14%  9%  I0.MO  Salt  Crk.  Ippod.).  10%  10  10  + % 

13%  5%  i!o00  Simms  Pel.  '..!!!!  6%  0%  0%  + % 

TolBl  232,004  437.100  1.230.27.7  *.3.007.000  67.000 

WEEK  ENDED.  SEPT.  10.  1021 
INDUSTRIALS 

**'*%  .75**  slwo  Acids  Packlwf. . . . "iC  ^%  ^ 

1%  1%  '300  Audubon  Chom....  1%  114  1%  + % 

16%  7 2.430  Anml.  Lember. .. . 11  8%  0%  - • 

37  S7  50  Acn.  0.  A E 37  37  37  .. 

113  78  5 Am.  Ll.  A Troc. . .M  .05  .03 

lU  1%  1®  U.  S.  &f.  C.  A S..  1%  1%  1% 

1%  % 38,8®  U.  8.  Ship.  Corp.  .25  . 22  .23  +.01 

1%  % 31.4®  U.  a.  S3.  Co 37  .30  ,34  +.M 

m .55  5,0®  West  End  Cbem.  1%  .68  1%  +.28 

2%  .»  4.8®  Wayne  Cool  1%  1%  1ft  + A 

8 .85  SM  Wlllys  Corp 45  . 58  .45  +.10 

25%  8 260  Wlllys  Corp.Ist  pf.  0%  8 8 - 1 

STANDARD  OH,  SUBSIDIARIES 

£5  10  I;S®  AtlonUc  Lobos 13  10  13+3 

22  14  l.TTOAnglo-Am.  Oil....  18%  14%  15%+!% 

176  140  ® nilnots  Pipe  Une.153  181  152 

0%  2%  10,7®  Skrily". ."?! 4%  4%  4%  + % 

1 .40  li®  VIcloriB  Oil 80  .48  .48 

.38  .21  13.0®  West.  States  Oil.  .38  .®  .34  -.(M 

lOH  ou'*"”  'l'*  90*  '!'*  +'-i.ft 

ft  1%  4®  Wilcox  0.  A G..  1%  1%  1%  + % 

14**  ‘n  1.^  11%  'nw  'jiH  +"^ 

'3%  ’*%  2.7®  cS?U(thfA  r^».'  V*  ’i"*  *IA  + A 

815  SOS  10  Prairie  Oil  A Gas. 430  430  4®  +8 

1®  71  30  So.  Pa.  Pipe  Line.  71  71  71 

1®  71  M So.  Pa.  Pipe  Lino.  71  71  71 

77%  00%  9.580  Std.  on  of  Ind....  71%  6S%  U%  + M 

68  63  M Southwest  Pipe  L.  53  82  M — f 

:S  :i  +:i. 

105  118%  ^llulold  p(..^..^...102%  1IB%  102%  - % 

MISCELLANEOUS  OILS 

.M  .12  40!s®  Candelaria  fillwr.  .34  .24  .30  + ,® 

.35  .14  ®J®  Canada  Cop 3»  ,M  .35  + .OS 

.®”  .03  3.4®  Cashboy^. '“J  !® 

“ I'i  aw  ^ll.^'!  13%+"% 

22  .®  ® AtlanUc  Gulf  ...  .19  .13  .19 

3%  2%  1.3®  AU.  Pet.,  old 2%  2%  2%  + % 

10%  5%  9.5®  Ark  Nat.  Gas 10  8 8%  — % 

2%  .18  10.2®  Boone  Oil ® .18  .18 

1%  .44  21,550  tBoston  A Wy.OU 

10%  ' 3%  0,9®  Carib.  Syndioaio'.’  4%  ' 4%  4%  + % 

31%  11%  1,4®  Clt.  Serv.  bkra.ih'.  13%  13%  13%  + % 

112  104%  70  Continental  OU  ..112  1®  1®  +3 

0 S%  6®  Cosdea  Co.  pf..  old  3%  3%  3%  + % 

4%  .M  9.3®  cS'om^*'ltoer''ld,!  1%  '*%  1ft  - 'ft 

.33  1®  Copper  Range U ,U 

83  It!  S.OlO  Eniplro  Flood  Pr. .■  23  21%  22  — 1 

21  7%  2.400  Fsrrell  Coal  10%  8%  9\  + % 

4%  1%  9®  Creole  Syn 2%  1%  2%  + % 

1%  .10  15,6®  Oishln*  Pet. 15  .11  .11  —.01 

10  7 6®  Dominion  Oil  of  T.  ^T%  ^ ^ + % 

■»  S”'*2!»''d,"”  :S  :S  :S 

M*  2^  MO  0-dJe.r  T.  A R.pf.  28%  2.8  2S  - 1 

3%  3%  200  Ooldwyn  Picture.  .3%  3%  ~ » 

It  4 43  D.  W- OrlffUh.  A..  6%  5%  W + H 

2%  1 4.6®  Federal  OU  1%  1ft  1%  + ft 

3%  1%  2®  Hone  Sound 2%  2%  _ 2% 

'.To  !oO  l!o®  Jim  Butler  Too!!!®  ,®  .« 

*'55  *IW  fV'*'’"  ?**  Itutiiiir'  « .**  + H 

9%  2%  L5®  Granada  Oil  3%  ^ 1%  ^ % 

2%  .65  s;b®  Glen  Rock  OU...  .87  .84  . 86 

2%  1%  1®  BartOll^ChA....  ^ ^ ^ 

1%  !lO  10.^  Hudson  OU^^. 15^  -13^  +-tO 

3%  2 2®  Kerr  Lake S%  3%  3%  .. 

4 .®  5.4®  La^Rosc^M......  .25^  .16^  .17^—.® 

.M**  .12  1.0®  M^lMley^nr.  '..!’ .jj'*  .16**  .16**  + .« 

'5%  i (HO  Nat!  Motor  ..^...  2%  2%  + S 

'5%  2^  400  ^"aT”  3%  ™ 3%  - % 

11%  '^%  ''3®  Kbmi^Ta^ Q.°'^l?! ' B%  '5%  "0%  !! 

.70  ,®  2®  Keyil^o  R„  Dev.  .80  .W  .® 

!4T  !20  Ll®  Livingston  OU  ....M  -25  ,® 

ah'*  io%  3.‘o®  Maracaibo  OU 10%  17%  “ W 

3%  1 1®  Magna  O.^a^n....  ^1%  ^1%  + % 

■*4%  3%  J.l^Mo&^riodi'cil.!!!  *4%  *4'*  *i%  + % 

1ft  .W**  Nkllon'al’^^n...'..  .50  .M  .57  +.04 

8%  4%  +7®  NlplosJng  kilning..  4%  4%  4% 

1%  1 l,27n  Portland  C.  M.  D.  1%  1ft  1ft  — ft 

fl5  .30  3.11®  pirtin’'™"’)'''.'.’.'  .5.3  .55  +.11 

IS  2%  0.7®  Philip  Morris  4%  1 + J* 

1%  I 2®  Mariand  Ret 1%  1 >'4  T 

17  01)  0.0®  Meridian  P« 10  .10  .10  +.01 

15%  0%  Merritt  OU  Corp..  I J[  J •• 

2 .30  46,8«*  Mexico  Oil  70  .00  .68  -;-.M 

’2%  '1%  IJOO  RadVo"o''  1%  IH  1%  + % 

l!i  ’'tIS  M(‘“wo“!"'reT*^b!!.'ift  .2?*  25 

.N1  !«  6!e®  Sllwr  Hills  14  ,®  ® -.® 

.»  .«  fl.O®  8U«r  Pick  Con...  .10  .«)  -®  -•'<1 

■IS  ''?1)  t\ 

.00  .60  “®bl"^0U  A Cos"  10  n 18  - ®1 

*1%  !®  l!o®  silver  M.  Of  Ani,.  .®-  .W  .60  — 

2 .f  |S  1 ;* 

*3%  *3%  5lS  North  Sta*0°A'c:'.'*3%  ^ "^!- 
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The  Annalist  Barometer  and  Business  Index  Line 


Ulcre  U no  ono  wlio  bvllcvod  K'"S 
now  on  the  price  will  be  more  In  accord  wl 
In  other  dlrvcUona  the  lino  of  demarkati 
notlDC  Oie  turn  Is  not  ao  clearly  dlsccrnlb 
but  It  is  becoming^  cU'iircr.  and  an  ordei 
demands  has  b^sn  accomplish^.  This  uptu 
banking  situation  In  the  South,  to  free  t 
cIssUcity.  In  the  West  the  smin  muveme 
is  accompllshinir  the  same  rcsalts,  and  t 
Improved  banklns  situation  t 
strikinsly  apparent  In  the  Ea_.  ..  _ 

throughout  the  country  and  thereby  tending 
to  rc-estabUali  confidence. 


Stocks 


The  Annalist  Business  lodcx  Number  for 
July  is  1S7.5.  Stocks  for  Jub'  made  a 


munlclpnlltles  which  o 
more  Uian  likely  to  o 


Si,'; 


idin*  Swiss  Goverr 


h began  hcsltatlngb'. 
iftcr  stock  Joln^  In 


JMPROTOME^.  whh 

c^^^arket,  has  accompll^ed  a great  de^  In 
driving  away  the  fog  of  pesslrol.-uu  In  which 
the  financial  district  has  been  enveloped  for 
many  montha  and  has  brought  cheer  to 
stockholders,  scattered  far  and  wide.  Op- 
timism of  a confident  and  assertive  character, 
■lowcver,  has  been  lacking,  and  advances 


t Interest  wht 


quoted  fntetlonoUy  lower, 
s'bolng  ^ufetly^d'raln’rf  ?or 
account  and  that  this  fact 
ecounls  for  the  strencth  of 
United  Kingdom 


! 6%s  c 


I IKSH. 


; TiH, 


t ST*  0 


I'or'^tim^syatenTos  a' whofe'\ho'^ra"lo  b 
bllitles  combined  now  stands  at  Ofl.3  per  cc 
aa  comimrcd  with  OO.^^In  the  provhius  w 


Foreign  Exchange 


^ cents  per  mark— establishing  a new 
record— was  tho  outstanding  fouturc  In 


Btvs  of  11>29  at  WH.  c 
up  to  SMk.  The  Uruguay  A por  cents  were 
Btallc  around  00>4  os  were  tho  Sao  Paulo  8 
per  cents  at  07H- 

The  Brasilian  A per  cents  were  at  OOS  and 
tho  Chile  8 per  cents  were  slightly  under  DO. 

The  railroad  bond  market  was  also  strong, 
with  the  Hill  issues  selling  up  for  heavy 
premium*.  Tho  Northern  Pnclfle-Orcat 
Northern  Ts  were  at  1021*.  The  Atchison  gen- 
cm  Pacific  6a  were  at  102H  and  the  Great 
Northern  Ts  were  at  1U2S4.  The  Atchison  gen- 
■ tho  adjustment  4s 


K Illation  that  It  bad  beconio  ncccasair  to 
? the  Boerso  for  a week.  Pressure  from 
ealorlor  sources,  loo.  wna  unusually  henvy. 
One  of  the  International  banks  sold  10,000,000 


1 these  forecasts  t 


curred  In  January ^artd  the  relapse,  * 
and  there  Is  nothing  in  the  Index 


loog-coDlliiued  upi 


/■.SSfi 


r prospects  tbu  have  b^ 
experiencing  a 


rcvlrai.  for  such  a phrase  n 
a prosperity  c 


Industry  and  that.  It  seems  ti 


low« 


i production  wi 

reeori  Liverpool 


>nly  t 


widespread  ramifications,  the  principal  one 
of  which  was  a sympathetic  rise  In  the  fer- 
tilizer shares.  The  news  of  the  day  has  been 
of  more  constructive  nature,  loo.  than  It  was 

e day-to-day  record 

_.alncs  statement* 

trigbt.  1 


fully  constructive  1 


Kn  ultra-pessimistic.  It  was  Inevitable  that 
I ^e  downward  cotme  of  prices  the  peodu- 
jn  sbonld  swing  too  far.  and  It  was  also 
.eritable  that  some  time  there  would  be  a 
upward.  From  the  developments 


products  of  a cbeertui  i 
ucts  calculated  to  inspir 
creasing  optimism  as  U 


(Ililona.  at  least— have  " turned  the  < 
and  are  on  the  upswing.  It  will  t 
nurk^^  it. is  estimated,  some  time  to 
to  ^ old-fashioned  "bull" 

Buying  power  has  t 


r.ouiicod  during  tbe  week,  the  increase  In  steel 
Ingot  production  the  upturn  ^n  cotto 
fiarlly  d^nlte  barometers,  are  cert^nl. 
which  cannot  be  overloi^ed  os 


strlcted.  Those  with  fun 
speculadve  securities.  Lastly,  a rei 
of  tbe  8i»eculatlve  orgy  which  cat 
revor  again  be  permitted  by  those  » 


Bonds 


I state  of  affairs  which  was  regarded  s 
rather  contradictory  and  In  many  r< 
spects  showed  aspects  whtch  were  puzzfin 
to  many  who  usually  have  well  substantiate 
theories  with  regard  to  most  cvorylhlng  tht 


manufo^urent  to  make  free  purposes  of  raw 
And  th^  condition  despite  the  fact  that 

that  type  in  o-rtaln  leading  commodities, 
ably  one  of  the  most  important  developments 
that  has^wme  lo^llght  recently,  ^e  rebound 

and  was  a recognition  of  the  possible  short- 
•ge^of  staple^^  compared  to  the  world 

so""thln^  ^Ic^to^^’d^th'”^™^^ 


rated  by  the  heavy 
lille  some  decreost 
res  published  by  tl 


considerable  i 
a?  while 


elling  B 
nnsylvanla  last 


. malnlalnt-  , 

strength.  Tbe  general  4Vts  were  at  801*  nnd 
the  general  is  at  AS.  The  8V4s  were  at  lOl. 
white-  the  gold  7s  sold  up  to  KH.  The  Read- 
4^w're'al73%*®'*  and  the  West  Shore 

Several  of  the  Industrial  Issues  were  active 
during  the  week,  but  In  generaj^thls  phase 


TVSS  wer 
101%.  T 


The  d 


TO  de  Pasco  convertible  : 
t ire%. 

ibllc  utility  market  was  ci 
1 little  Iniemst  being  cvl 


t 97%. 


tors.  The  Bell  Telephor 


these  two  Issues  t 


.,  •vujc  increase  in  traffic, 
agricultural  regions,  and 
financial  statistics  of  the  rall- 

the  Intemal^CoromerM^C?^ 

mission  by  192  Class  I railroads  operating 
more  than  227,000  miles  show  a net  operating 
Income  for  July  of  $68,451,000,  as  compared 
;^th  a deficit  of  «M52.000  In  July  of  1920. 

their  July  reports,  but  It  is  possible  that  the 
be  between  $70,000,000  and  $7.5.000.000.  Such 
a showing  would  mean  that  the  Class  I roads 
would  have  earned  nearly  5 per  cenL  of  the 
6 per  cent,  called  for  under  the  Transports* 


Money 


Deponment.  the  i 


Sj 


reign  Oov-  sldernbU' 


nd  francs  during  the  Inst  week  h 
lormal  and  seasonal  coming  to  ms 
ton  and  grain  bills,  particularly  t 
British  textile  manufacturers  o 


_ . . „ e market  from  day  to  day 

In  order  that  Uicir  obligations  on  this  side  of 
the  Atlantic  may  be  discharged.  The  otfer- 
Iti^  of  these  bills  has  been,  to  a Inr^^ntcnt, 

Jul?'lndl^o”ncM«M!^of ex- 
porU  of  RrlUsh  products  ond  an  Increase  of 
ro-exporU  of  foreign  goods  of  £630,000.  corn- 
leased  £7.820.  oST'd'u  ring  the  same  period, 
thus  reducing  the  unfavorable  bolonco  of 
trade  by  ft.tW.OOO.  ^In  view  o^th^facl  that 

all  ^hc  more  Impressive. 

The  fluctuations  of  francs.  lire  and  guilders 

fnllnw-.d  .lerllnr  n 

j^or^hV 

ron~almost  exclusively  t 

operations.  Tho  high  for  tho 
- as  compared  with  t 
e high  of  lire  was  4 


„n.  I’M.. 

1922.  and  one-year  5%  per  cent  TVeosury  cer- 
Uflcate*.  due  Bepl.  IB.  1022.  Tho  combined 
IsLm  la  the  largest  single  offering  by  the 
O^oyeinmen^ since  thq^WBri  Is  (ho 
been  for  Nll.000.0o6  on  Jun^lS.  Tho^aring 
inenfs  paper,  which  hcrcloforo  has  always 
been  very  heavily  oversubscribed.^  la  consM- 

_i!er 

pectstlon  that  o 


ary  subMrIptlons  have  been  extremely 
■ fluctuation  In  money  rates  during  the 
has  indicated  the  rather  wide  gulf 
!)  exists,  in  their  own  opinions,  at  least, 
iwn  Uiose  who  would  borrow  money  and 
despite  the  rate  of  6 to  '5%  per  cent 


was  7.88%.  a 

• -le^  ^o 


. jxi-n  solidly  for 

law  out  and  return.  afl<;r 
e normal  channels.  Checks 


strength  In  this  exchange  la  the  ti 
nogollatlens  for  a $.'.0,t«0.000  loan 
t.'ptted  States  are  nearing  compict 


It  Is  in  liie  time  money  ocparcmenc  mat 
eal  competition  has  occurred,  and  the  result 
as  been  a reduction  of  the  rate,  by  some  of 
h-t  big  dealers,  to  5%  per  cent,  for  the  thirty 
nd  sixty  day  periods,  in  comparison  with 
he  quoted  figure  of  5%  lo  6 per  cent.  It  has 
cen  more  than  six  weeks  since-  the  .5%  per 


Shipping 

IN  line  with  Its  policy  of  retrenchment  the 
Shipping  Board  has  orduro<l  the  Imme- 
diate withdrawal  of  ono-third  of  all  ton- 
nage assigned  to  managing  agents  who  have 

I Shipping  Board  freighters  retired  from 
mmcrcial  service  and  tied  up.  It  has  been 
Umiitwl  that  the  decUInn  will  save  the 
of  dollars.  Offl- 


e Shlpplni 

' A°survo'y  o/ the  ^hMe'sUmi^lol 
made  by  the  Shipping  Board  t< 
the  flnanrlnl  rcsulla  ubtnlned  by  al 
gnnlzatlon  of  the  Shipping  Board 


point  where  the  Comnilssloners  uro  In  a poai- 
tliui  to  take  up  new  matters.  Tho  ntMIU(m  of 
the^  boanl  ^wltn  regard  to  ocean  freight  rules 

Ing  Ihp  present  tariffs  wherever  poattlble.  Tho 

lh--'"Gomnn' ' compc*  Blo^^ 

lonr  of  ships  which  are  now  tied  up. 


responsible 


tough  tho  New  action 


Ip  CorporalJcin  has  fllivi  a petition 
I .Shipping  Board  asking  for  early 
ipoD  tho  question  of  reducing  tho 


Transactions  on  the  New  York 


fk 

- 
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the  banks  and  low  interest  rates.  Owing 
to  these  low  rates  business  ^vas  conducted 
on  a more  profitable  basis  than  formerly. 
Industrial  acti^ty  followed  and  the  in- 
creased denmnd  for  goods  was  accom- 
panied by  a rise  in  commodity  prices 
which  be^n  in  1836.  The  hea%T  supply 
of  new  gold  continued  and  interest  rates 
remained  low — bond  prices  continuing  to 
rise  until  1902.  Higher  prices  in  time 
caused  greater  demands  for  funds  and 
those  demands  gradually  caught  up  to 
the  greater  credit  supplies  with  a conse- 
quent rise  in  interest  rates.  Business, 
however,  was  ready  to  pay  higher  rates 
in  view  of  the  anticipation  of  large 
profits.  The  whole  progress  of  the 
cycle  was  accelerated  by  the  outbreak  of 
the  war.  The  demand  for  goods  be- 
came insistent.  Inflation  of  credit,  out 
of  all  proportion  to  the  rado  to  the  ^Id 
base  previously  observed,  was  accom- 
panied by  an  increase  in  prices,  great  in 
the  United  States,  but  grotesque  in 
countries  of  depreciated  currencies. 
Economists  may  dispute  as  to  whether 
the  inflation  of  credit  caused  this  par- 
ticular phase  of  the  rise  in  commodity 


owing  to  the  coal  strike,  haring  been 
closed  down  for  about  three  months. 

“ I think.”  remarked  C.  A.  Bogert, 
President  of  the  Canadian  Bankers’  As- 
sociation. “the  most  gratifying  feature 
about  the  situation  at  present  is  the  ac- 
tive demand  in  Great  Britain  and  Eu- 
rope for  Canadian  foodstuffs.  For  the 
next  two  months  more  space  has  been 
taken  from  Canadian  ports  Tor  shipment 


Harding  to  Have  His  Own 
Way  on  Tariff  and  Taxes 

Coniloued  trom  Pafe  246 
low  as  possible,  in  his  letter  to  Senator 
McCormick,  in  the  course  of  which  he 
expressed  the  belief  that  " we  will  be 
able  during  the  next  year  to  cover  back 
into  the  Treasury  so  large  a sum  that 
the  aggregate  of  taxation  may  be  re- 
duced to  $3,500,000,000  a year.” 

It  will  be  noted  in  the  excerpt  quoted 
from  President  Harding’s  letter  that  he 
expressed  the  beL’ef  that  the  permanent 
tariff  legislation  would  be  adopted  in 
final  form  during  the  extraordinary  ses- 
sion. As  to  this  there  would  seem  to  be 
considerable  doubt.  For  one  thing  the 
bill  as  passed  by  the  House  is  to  be  radi- 
cally changed,  and  many  schedules  re- 
duced, if  the  talk  among  members  of 
the  Senate  Finance  Committee  is  to  be 
believed. 

Some  have  gone  so  far  as  to  say  that 
the  bill  in  final  form  will  have  little  in 
common  with  the  bill  as  passed  by  the 
House.  For  the  present  the  revenue 
I^rislation  has  received  precedence,  and 
there  is  no  tendency  to  hurry  where 
tariff  is  concerned.  A commission  soon 
to  be  appointed  is  to  make  a thorough 
investigation  of  conditions  and  some  of 
its  members  will  go  abroad.  It  is  pos- 
sible that  the  bill  may  be  adopted  in 
final  form  late  in  November  or  early 
in  December,  but  developments  up  to 
this  time  do  not  forecast  such  action. 

There  are  a number  of  Republicans 
who  believe  that  the  longer  the  adoption 
of  permanent  tariff  is  delayed — up  to 
a reasonable  time,  at  any  rate — the  bet- 
ter the  country  and  the 

party.  These  men  urge  that  action  be 
put  off  until  next  Spring  and  that  the 
emergency  tariff  law  be  continued,  by 
action  of  Congress,  either  until  Jan.  1, 
1922,  or  even  a later  date.  It  is  their 
opinion  that  this  law  will  serve  as  anti- 
dumping legislation  and  handle  the  situ- 
ation satisfactorily.  A definite  policy 
wQI  be  adopted  soon  after  Congress  re- 
assembles on  Sept.  21. 


Future  Bond  Prices 
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prices  or  whether  the  insistent  and 
necessitous  demand  for  goods  forced  a 
relation  of  credit  restrictions— there  is 
probably  a measure  of  truth  in  both  con- 
tentions. From  tlio  standpoint  of  this 
review  the  point  is  that  owing  to  con- 
stantly rising  prices  profits  were  so  large 
and  the  demand  for  capital  on  the  part 
of  Government  and  in^riduals  was  so 
great  that  interest  rates  inevitably  rose 
to  very  high  levels.  The  culmination  of 
tliese  tendencies  hus  been  discussed. 

In  matters  of  economics,  as  in  the 
realm  of  physics,  a riolent  action  is  fol- 
lowed by  a reaction  of  corresponding  in- 
tensity. It  is  inconceivable  that  the  re- 
action from  the  hectic  inflation  recently 
prevailing  will  be  spent  in  a few  years 
to  be  succeeded  by  a renewed  period  of 
still  higher  prices  and  higher  interest 
rates.  The  extraordinary  occasion  no 
longer  exists.  Any  new  movement  toward 
a new  period  of  inflation  would  start 
from  a level  of  credit  expansion  and 
prices  very  high  by  comparison  with  that 
existing  before  the  war;  it  would  soon 
exhaust  itself.  The  only  reasonable  view- 
point is  that  the  peak  of  inflation  is 


past,  that  the  tendency  should  bo  to  scale 
do\vn  the  top-heavy  credit  structure  until 
it  bears  a more  reasonable  ratio  to  the 
gold  base  which  supports  it,  and  that  the 
present  recession  in  prices  is  but  the 
first  movement  in  a long  trend  which 
will  continue  \rith  interruptions  for 
years,  each  succeeding  period  of  business 
activity  being  attained  on  a lower  price 
scale.  The  history  of  the  post  supports 
this  view.  The  Napoleonic  wars  and  our 
own  Civil  War  were  followed  by  long 
periods  of  declining  prices.  Falling  prices 
are  accompanied  by  a lower  margin  of 
profits,  with  their  natural  concomitant 
of  lower  interest  rates.  Bond  prices 
should  continue  to  rise  for  years  to 

The  foregoing  is  written  with  respect 
to  world-wide  conditions.  It  is  not  prob- 
able that  the  effects  of  deflation  from 
BOW  on  will  be  as  marked  in  the  United 
States  os  elsewhere.  We  have  gained  a 
large  proportion  of  the  world's  gold  and 
will  probably  retain  it  The  Federal  Re- 
serve system  permits  of  a higher  ratio  of 
credit  to  a ^ven  gold  base  than  did  our 
former  banking  system.  Prices  have  al- 
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to  Europe  than  for  many  years  past 
We  should  look  for  an  early  marketing 
of  W’estem  grain,  and  with  the  proceeds 
in  circulation  we  may  expect  a reduc- 
tion in  liabilities  and  i;icreased  activity 
in  nearly  all  lines  of  business.’’ 

Both  railway  earnings  and  bank  clear- 
ings continue  in  the  meantime  to  de- 
cline. The  total  of  the  former  for  the 
Canadian  Pacific  Railroad  and  Canadian 
National  Railways  for  August  were  $25,- 
528,530,  a decrease  of  $r,683,459.  Bank 
clearings  during  the  same  month  were 
$1,286,576,076,  a decrease  of  15.9  per 
cent  Lower  commodity  prices  would,  of 
course,  have  an  influence  in  the  latter 
decrease. 

It  was  a short  time  ago  estimated 
that  within  the  confines  of  Toronto  and 
its  suburbs  there  were  140  American 
branch  factories.  Still  another  is  now 
to  be  added,  the  Durant  Motors,  Inc.,  of 
Flint  Mich.,  haring  purchased  a large 
plant  that  was  originally  built  during 
the  war  period  for  the  production  of  mu- 
nitions. The  main  building  is  130  by  640, 
and  plans  call  for  the  erection  of  a three- 
story  addition  of  similar  size.  It  is  said 
the  plant  will  turn  out  100  cars  a day. 
Other  American  manufacturers  who 
have  recently  either  opened  branch  fac- 
tories in  Canada  or  arranged  to  do  so 
are  Ruggles  Motor  Truck  Company, 
Ltd.,  at  London;  American  Bottle  Cap 
Company,  Seattle,  at  Victoria,  B C.; 
the  Peter  Smith  Heater  Company,  man- 
Detroit,  at  WaUcerville,  Ontario;  Dodge 
turers,  Detroit,  at  Windsor,  Ontario; 
Johns-Manritle  Company,  a plant  at  As- 
bestos, Quebec,  for  the  manufacture  of 
finished  asbestos  products  of  various 
kinds.  Over  600  of  Canada’s  manufactur- 
ing plants  owe  their  origin  to  parent 
companies  in  the  United  States,  while 
only  about  200  can  trace  th&r  origin  to 
British  firms.  Within  the  last  week  the 
English  Electric  Company,  Ltd.,  of  Lon- 
don, England,  has  purcha.sed  a plant  at 
St.  Catharines,  Ontario,  and  will  engage 
in  the  manufacture  of  electrical  equip- 
ment and  rolling  stock  for  railways,  or- 
ders for  which  it  has  already  obtained 
from  the  Ontario  Hydroelectric  Cornmis- 

Interest  in  the  bond  market  this  week 
is  centred  around  the  announcement  that 
the  Ontario  Government  contemplates 
calling  for  lenders  for  a $16,000,000  is- 
sue of  bonds,  and  the  Harbor  Commis- 
sion of  Toronto  one  for  $4,000,000.  The 
former  will  be  largely  for  the  purpose 
of  financing  the  provincial  hydroelec- 
tric undertakings,  and  is  expected  to 
finance  the  Government’s  pressing  needs 


until  Oct.  31.  when  the  fiscal  year  closes. 
After  that  further  flotations  will  be  nec- 
essary. The  Harbor  Commission  issue  is 
part  of  an  original  $25,000,000,  of  which 
$14,000,000  has  already  been  placed.  But 
an  interesting  feature  about  the  issue 
for  which  tenders  are  now  being  called  is 
that  it  bears  interest  at  4ti  per  cent.,  a 
rate  that  has  not  obtained  since  pre-war 
days.  It  matures  Sept.  1,  1953,  and  is 
payable  in  Toronto,  New  York  and  Lon- 

Owing  to  the  preliminary  amount  the 
courts  have  ordered  the  municipal  au- 
thorities of  Toronto  to  pay  the.  street 
railway  company  when  the  former  took 
over  the  company's  franchise  on  Sept.  1, 
the  latter  has  been  unable  to  meet  pay- 
ment of  the  $2,275,000  first  mortgage 
bonds,  which  reached  maturity  on  that 
date.  Payment,  however,  will  only  be 
deferred  until  the  purchase  price  of  the 
street  car  system  has  been  settled  by  ar- 
bitration, and  in  the  meantime  the  old 
railway  company  will  pay  interest  at  the 
rate  of  6 per  cent,  instead  of  the  \Vt  per 
cent,  originally  obtaining. 

During  the  last  two  years  the  Toronto 
Street  Railway  Company  has  been  op- 
erating at  a loss,  with  the  result  that 
it  was  unable  to  meet  either  dividend 
payments  or  the  percentage  of  the  earn- 
ings to  which  the  city  was  entitled  un- 
der the  franchise,  the  company  failing 
in  its  efforts  to  obtain  the  consent  of 
the  civic  authorities  to  an  increase  in 
the  fares.  Since,  however,  the  system 
came  under  public  ownership  single 
fares  have  been  raised  to  7 cents,  while 
the  lowest  under  ticket  purchase  is  6 
cents,  and  then  only  when  $3  worth  are 
purchased  at  a time,  whereas  under  pri- 
vate ownership  the  high  was  6 cents 
and  tho  low  about  3.18  cents.  Naturally 
the  public,  which  voted  strongly  in  favor 
of  public  ownership,  is  up  In  arms  over 
the  higher  fares. 

Owing  largely  to  the  influx  of  ship- 
ments from  the  United  States  there  has 
for  some  days  been  an  enormous  glut 
of  grain  in  the  Harbor  of  Montreal.  Al- 
though over  55,000,000  bushels  had  up 
to  the  end  of  August  left  the  port,  the 
10, 000, 000-bushel  capacity  of  the  eleva- 
tors there  was  unequal  to  providing  ac- 
commodation, with  the  result  that  at  one 
time  some  2,000  cars  were  waiting  to  be 
unloaded.  The  Harbor  Commissioners 
state,  however,  that  the  congestion  will 
soon  be  relieved,  for  in  addition  to  on 
additional  new  floating  elevator  which  is 
being  brought  into  service,  at  the  mid- 
dle of  the  week  sevonty-nine  ocean  ves- 
sels were  In  port  for  the  purpose  of  tak- 


rcady undergone  a tremendous  shrinkage 
in  this  country — a shrinkage  proportion- 
otely  much  greater  than  tliroughout  the 
world  generally.  Nevertheless,  it  is  prob- 
able that  world-wide  conditions  will  exert 
their  influence  in  this  country,  and  that 
interest  rates  will  decline  with  interrup- 
tions for  a long  period  of  time. 

Thus  it  may  be  said: 

1.  The  short  term  movement  of 
bond  prices  is  strongly  upward  and 
will  continue  for  some  time  to  come. 

2.  Indications  point  to  the  begin- 
ning of  a long  term  up  movement 
which,  with  interruptions,  will  con- 
tinue for  years  and  will  carry  bond 

f rices  to  much  higher  levels,  but 
ardly  to  those  rcaened  in  1902. 

3.  Long-term  investments  should 
be  made  m securities,  the  safety  of 
which  is  not  dependent  upon  great 
industrial  activity  and  a high  rate 
of  profits. 

4.  The  investor  in  long-term  bonds 
at  this  time  vrill  not  only  secure  a 
high  rate  of  interest,  but  will  prob- 
ably find  his  principal  gain  in  pur- 
chasing power. 

As  a result  of  this  review  it  is  be- 
lieved that  the  above  conclusions  are  war- 
ranted with  respect  to  future  bond  prices. 


ing  on  grain  cargoc.s.  By  operating  fif- 
teen  hours  a day  the  elevator  system  of 
tho  harbor  can  handle  during  that  pe- 
riod approximately  2,000,000  bushels  of 
grain.  It  was  announced  in  Montreal  this 
week  that  about  70,000  railway  cars 
were  lying  idle  in  Western  Canada 
awmting  an  announcement  of  tho  re- 
vision of  freight  rates  before  conveying 
the  season’s  crops  to  ports. 


Ship  Mortgage  Bonds  to 
Solve  the  Marine  Muddle 

Continued  from  Pace  24B 
is  a risk,  however,  concerning  which  a 
law  in  this  country  has  no  force,  i.  e., 
when  an  American  documented  vessel 
has  to  get  supplies  and  repairs  in  a 
foreign  port  where  the  law  of  the  land 
gives  liens  of  material  men  precedence 
over  mortgages.  This  contingency  seems 
remote,  and  if  thought  probable,  could 
be  guarded  against  by  a protecting 
clause  in  the  mortgage.  If  the  repairs 
arc  the  result  of  collision  or  marine  risk 
insurance  covers  them.  It  is  customary 
for  vessel-s  to  outfit  and  to  be  repaired 
and  overhauled  in  home  ports,  so  that  it 
is  unlikely  that  obligations  will  be  in- 
curred in  foreign  ports  in  excess  of  the 
equity  remaining  in  the  vessel  outside 
the  mortgage.  As  in  the  Great  Lakes 
plan,  a clause  limiting  the  mortgagor  in 
in  the  matter  of  supply  and  repair  bills 
may  be  inserted  to  protect  against  this. 

It  was  not  easy  to  make  a market  for 
the  Great  Lakes  ship  mortgage  bonds. 
A witness  before  the  House  Committee 
stated:  " It  has  been  a long  work  for  us 
to  build  up  the  market  for  our  vessel 
bonds.  The  American  Shipbuilding  Com- 
pany at  one  time,  I think,  had  $10,000, 
000  of  these  bonds  in  its  safe  deposit  box, 
and  they  could  not  market  them.  They 
came  to  me  in  1903  and  wanted  to  pay 
me  a yearly  salary  if  I would  go  out  and 
talk  up  these  bonds,  and  make  a market 
for  them  in  the  United  States.  Prom 
that  situation  we  have  gradually  worked 
out  a market  for  vessel  bonds.” 

If  a scheme  of  financing  ship  con- 
struction and  purchase  could  be  worked 
out  for  the  Great  Lakes  when  the  laws 
were  not  entirely  favorable  there  seems 
to  be  no  obstacle  to  the  popularizing  of 
ship  mortgage  bonds  for  ocean-going 
ships  when  a law  has  been  drafted  to 
facilitate  the  process,  and  to  protect  the 
participants.  The  successful  disposal  of 
our  war-built  merchant  fleet  depends 
quite  largely  on  the  development  of  such 
instruments^  , 
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What  the  French  Taxpayer  Pays 


This  arliele  u>08  prepared  eapfcially 
jor  The  Annalist  by  M.  Lauzanne, 
and  in  Aw  letter  transmittino  it  the 
great  Freneli  editor  eaiUd  ottontion  to 
the  fuel  that  “ the  figures  are  official 
and  A(ive  been  verified;  they  have  nev- 
er yet  been  published,  even  in  a French 
paper.” 


iF  you  ask  a foreigner:  "Is 
J the  Frenchman  a good  tax- 

II  payer?  ” he  will  almost  in- 
H variably  reply  in  the  neg- 
B ativc.  Ask  a Frenchman 
H the  same  question  and  he 
B will  unhesitatingly  say, 
••  Yes!  ” Such  answers, 
disparitive  as  they  may 
seem,  can  be  explained 
nly  hy  facU  and  figures,  which  alone 


can  decide  the  case. 

Let  us  take,  for  instance,  a Frenchman 
in  Paris  who  in  America  would  be  a 
member  of  that  great  class  known  as  the 
“ common  people,"  which  in  France,  too, 
forms  the  backbone  of  the  country’s  pop- 
ulation. Let  us  follow  him  in  his  com- 
ings and  goings  about  the  city  for  a day, 
and  note  his  actions  as  he  attends  to 
his  regular  business  routine;  watch  him 
each  time  he  is  obliged  to  put  his  hand 
into  his  pocket  and  keep  account  of  the 
money  he  has  paid  into  the  State  or 
municipal  coffers  at  the  end  of  a perfect 


The  Frenchman  we  are  studying  is  an 
early  riser.  In  the  morning  he  sits  down 
before  an  extremely  simple  breakfast,  a 
buttered  roll  washed  down  by  a cup  of 
coffee.  This  modest  repost  has  already 
caused  him  indirectly  to  pay  a tribute 
to  the  City  of  Paris  in  the  nature  of 
duty,  as  3 cents  must  be  paid  to  the 
Paris  customs  officials  on  each  pound 
of  butter  that  enters  the  city  from  the 
surrounding  country  districts.  He  must 
also  turn  into  the  State  Treasury  2 
cents  for  each,  pound  of  sugar  consumed 
and  1 cent  on  each  pound  of  salt  This 
may  at  first  sight  seem  a paltry  sura, 
yet  it  will  serve  as  an  eye-opener  when 
one  .ctops  to  note  that  in  the  month  of 
July  of  this  year  the  French  Govern- 
ment collected  something  like  $6,000,000 
(exactly  29,326,000  francs)  in  taxes  on 
these  commodities. 

Undaunted,  nevertheless,  our  French- 
man, having  wiped  his  lips  and  folded 
away  his  napkin,  opens  his  morning  mail. 
Here  he  i.s  almost  certain,  in  the  nature 
of  events,  to  find  several  bills  from  the 
butcher,  the  baker  or  the  candlestick  ma- 
ker. Upon  each  of  these  bills  he  will 
have  a stamp  for  which  he  must  pay.  If 
the  bill  is  for  a sum  less  than  600  francs, 
it  carries  a five-eent  stamp;  if  more  than 
600  francs,  the  tax  is  10  cents,  and  20 
cents  for  more  than  1,000  francs.  This 
tax  alone  netted  the  French  Government 
$10,000,000  in  the  month  of  July  of  this 

Our  Frenchman,  having  read  his  mail, 
takes  his  hat  and  cane  and,  stepping  to 
the  curb,  hails  a taxi,  which  takes  him 
to  his  bank.  He  pays  the  chauffeur  rea- 
sonably, the  price  of  the  ride  comprising 
not  only  the  amount  registered  by  the 
taximeter  and  the  chauffeur’s  tips  but 


By  Stephane  Lauzanne 


also  a small  tax  to  the  State  on  the  gas- 
oline consumed.  Each  quart  of  gasoline 
consumed  is  taxed  in  France,  as  is  each 
pound  of  sugar  and  each  pound  of  salt. 
This  tax  nets  the  public  treasury  about 
$25,000,000  a year. 

At  the  bank  our  Frenchman  performs 
several  operations  carried  out  by  all  in 
every  bank.  For  example,  he  has  depos- 
ited some  money  and  asks  a receipt.  He 
is  thereby  obliged  to  pay  for  the  stamp 
of  acquittance,  which  may  amount  to  5, 
10  or  20  cents,  according  to  the  amount 
transferred.  Then,  again,  be  may  wish 
to  draw  on  his  account  by  presenting  a 
check,  upon  which  he  must  pay  a tax 
of  2 cents  for  the  stamp  which  is  placed 
on  every  check.  Or,  again,  he  may  order 
the  bank  to  buy  some  stocks  or  to  sell 
some  bonds.  Upon  this  transaction  the 
State  leviu  a tax  of  6 cents  per  bond, 
which  is  known  as  the  “ tax  on  the  trans- 
mission of  personal  securities.”  He  may, 
on  the  other  hand,  wish  to  collect  the  in- 
terest on  his  bonds.  This  operation  is 
one  that  should,  at  all  events,  be  the  most 
agreeable,  yet  which  is  in  fact  one  of 
the  most  painful.  Indeed,  the  tax  on  this 
operation  is  formidable,  as  it  is  often  as 
high  as  20  per  cent,  so  that  on  a coupon 
having  a value  of  $5  the  owner  actually 
receives  less  than  $4.  This  tax  gives  the 
Government  a revenue  of  more  than  a 
billion  francs  a year,  in  Jnly  of  this 
year  the  tax  on  personal  securities  alone 
produced  167,699,000  francs,  or  almost 
$34,000,000. 

Having  completed  his  morning  affairs, 
our  Frenchman  goes  home  for  lunch. 
Whatever  may  be  the  menu  of  his  lunch- 
eon, he  can  say  to  himself  with  expan- 
sive pride  that  on  everything  he  eats 
he  pays  hia  little  bit  into  the  coffers  of 
the  good  City  of  Paris.  This  tax  is  levied 
as  follows: 

On  Twenty  Pound*  of 

Meat  60 

Game  (wild  fowl  or  venison) . . .$3.00 
vlah  .417 


Cheese  • -uu 

Preserved  vegetables 60 

Preserved  fruits 60 

Besides  the  above,  he  must  pay  an  ad- 
ditional tax  for  the  cooking  of  the  food, 
as  the  City  of  Paris  levies  a tax  of  $6 
per  ton  on  coal  and  $2  per  ton  on  wood. 
Aa  for  wines,  alcoholic  liquors,  beer, 
mineral  waters,  these,  too,  feel  the  bur- 
den of  the  tax  which  ia  collected  by  the 
State.  One  may  obtain  a faint  idea  of 
the  value  of  this  tax  when  one  notes  that 
it  amounts  to-  more  than  $60,000,000  a 
month. 

In  the  afternoon  our  Frenchman  again 
takes  up  the  trend  of  his  affairs.  Let  us 
hope  that  it  will  not  be  necessary  for 
him  to  make  any  purchases,  as  each  pur- 
chase means  another  tax.  Beginning 
about  a year  ago,  all  business  men  have 
been  obliged  to  pay  that  famous  tax 
known  as  the  " tax  on  the  amount  of 
business  transacted,"  on  which  the  busi- 
ness man  pays  a tax  of  1 per  cent.,  lev- 
ied on  each  transaction.  In  reality,  how- 
ever, it  isn't  the  man  who  sells  who  sup- 


ports the  burden  of  this  tax,  but  the  buy- 
er. A tailor  who  sells  a suit  of  clothes 
for  $100  and  who  must  pay  a tax  of 
$1  on  the  various  operations  that  went 
into  the  making  of  the  suit  charges  his 
client  $101,  who  therefore  pays  the  tax 
levied.  The  buyer  thus  not  only  pays  the 
price  of  the  article  but  also  the  tax 
which  ^ould  have  been  paid  by  the  mer- 

As  for  the  evening,  when  our  French- 
man  seeks  a bit  of  recreation  from  the 
worries  of  the  day.  the  occasion  presents 
itself  very  often  for  the  State  or  the  city 
to  levy  some  tax  oY  other.  Whether  our 
Frenchman  goes  to  the  theatre,  the  cine- 
ma, a dance  hall  or  some  like  establish- 
ment he  must  pay  a tax  of  10  per  cent 
for  the  poor,  or  should  he  decide  to  stay 
at  home  he  must  pay  a tax  on  the  amount 
of  electricity  consumed  by  the  time  he 
turns  off  the  light  to  go  to  bed. 

SUCH  is  the  life  of  a Parisian  taxpayer. 

Yet  we  have  peered  into  nothing  but 
the  procedure  of  an  ordinary  day.  We 
haven’t  stopped  to  think  that  if  our 
Frenchman  had  taken  a train  he  would 
have  had  to  pay  a tax  of  10  per  cent,  on 
the  price  of  the  ticket,  or  if  he  had 
signed  an  important  contract  which  must 
be  registered  it  would,  therefore,  have 
been  subject  to  a proportionate  tax,  or 
if,  as  is  the  rule  in  the  trend  of  human 
affairs,  a birth,  a marriage  or  death  had 
occurred  in  his  family,  thf  taxes  to  be 
paid  in  such  cases  often  amount  to  a 
neat  little  fortune.  During  the  first  six 
months  of  this  year  the  Government  has 
collected  very  nearly  a half  billion  dol- 
lars in  registration  taxes  alone. 

All  this  constitutes  what  we  term  in- 
direct taxation.  As  we  see,  it  means 
much,  and  as  it  is  a burden  borne  by  the 
entire  population  it  runs  into  considera- 
ble figift^  In  the  month  of  July  of 
this  year  indirect  taxation  has  netted  the 
French  Government  1,240,000,000  francs, 
and  one  can  count  on  its  bringing  in 
nearly  15,000,000,000  francs  (about  $3,- 
000,000,000)  this  year;  that  is,  about 
three-fourths  of  Prance’s  budget. 

Our  Frenchman,  however,  not  only 
pays  his  indirect  taxes  every  day,  but 
he  also  pays  his  direct  taxes,  which  are 
due  yearly.  Let  us  see  what  these  direct 
taxes  consist  of. 

Before  the  war  the  French  citizen  sup- 
ported five  kinds  of  direct  taxes: 

1.  The  Tax  on  Undeveloped  Real  Es- 
tate— Let  ns  suppose,  for  instance,  that 
as  his  sole  property  a man  had  a field 
or  garden.  The  Government  evalued  the 
possible  annual  production  of  this  field 
or  garden  and  taxed  the  owner  from  6 
to  6 per  cent  on  the  revenue.  This  tax 
gave  the  Government  an  annual  return 
of  about  $26,000,000. 

2.  The  Tax  on  Developed  Real  Estate 

Let  us  suppose  that  a man  had  several 

houses  in  which  he  either  resided  him- 
self or  rented.  The  Government  figured 
the  relative  value  of  these  houses  and 
taxed  them  on  this  value  at  3^  per  cent 
It  is  estimated  that  before  the  war  there 


were  some  9,000,000  houses  in  France, 
representing  a total  value  of  $2,000,000,- 
000  and  having  a renting  value  of  $400,- 
000,000.  The  State  received  from  Oiis 
source  an  annual  revenue  of  $14,000,000. 

3.  The  Tax  on  Personal  Property— 
The  personal  tax  was  evalued  on  the 
basis  of  three  days  of  work  considered 
at  the  rate  of  SO  cents  per  day.  Every 
Frenchman,  therefore,  whether  rich  or 
poor,  was  obliged  to  pay  99  cents  to  the 
State.  The  property  tax  was  based  on 
the  revenue  of  the  citizen,  but  this  rev- 
enue was  evalued  according  to  the  rent 
paid  by  each  citizen,  obviating  the  neces- 
sity on  his  part  of  making  any  declara- 
tion. If,  for  example,  a Frenchman 
living  in  Paris  paid  his  landlord  $600  A 
year,  he  was  considered  to  have  an  an- 
nual income  of  $2,(X)0,  upon  which  be 
paid  a tax  of  5 per  cent,  or  $100. 

4.  The  Tax  on  Doors  and  Windows — 
This  tax  was  levied  on  all  openings  made 
in  a building  to  create  communications 
between  the  interior  and  the  exterior. 
Every  house  and  everything  habitable 
was  taxed  under  this  law,  even  if  same 
had  no  actual  habitant  This  tax  was 
paid  by  the  landlord,  in  default  of  such 
payment  the  payment  falling  on  the  ten- 
ant The  tax  was  very  reasonable,  and 
varied  according  to  location  of  the  prop- 
erty. In  Paris  a landlord  having  seventy 
doors  and  windows  paid  about  2 francs 
per  door  and  window  annually;  that  is, 
140  francs,  or  about  $28. 

6.  The  Tax  on  Business — This  tax  was 
paid  by  merchants,  manufacturers,  law- 
yers and  doctors,  and  varied  according 
to  the  nature  of  the  profession,  the  city 
in  which  one  resided  and  the  value  of  the 
location  occupied. 

lyiT  ANY  of  these  taxes  were  subjected 
IVJ.  to  criticism — they  were  old,  were 
complicated,  were  not  progressive.  The 
tax,  for  instance,  on  doors  and  windows, 
which  punished  those  Who  wished  to 
make  their  homes  more  sanitary  by  ad- 
mitting the  greatest  amount  of  light  and 
air,  classing  same  as  a luxury,  was  par- 
ticularly absurd.  Yet  despite  their  age 
and  injustice  these  taxes  offered  an  ad- 
vantage in  that  they  were  collected  by 
the  Government  without  creating  the 
necessity  of  applying  to  the  individual 
for  information  of  any  kind.  There  wa.s 
no  need  on  the  part  of  the  citizen  to  moke 
a declaration,  nor  was  there  need  on  the 
part  of  the  Government  to  control  same. 
There  were,  therefore,  no  perquisitions 
nor  discussions,  the  State  levying  its 
taxes  witfaont  inquiring  into  the  income 
of  the  taxpayer,  and  without  having  to 
meddle  with  the  taxpayer’s  home  life. 

Nevertheless,  at  the  very  moment  that 
the  war  broke  out  the  French  Parlia- 
ment had  decided  to  suppress  the  great- 
er part  of  these  taxes,  and  to  replace 
them  by  the  income  tax,  very  much  aa 
it  functions  in  England  and  America, 
based  on  the  declared  income  of  the  tax- 
paper  and  on  a progressive  scale  when 
it  reaches  the  very  big  incomes. 

The  breaking  out  of  hostilities  and  the 
invasion  of  French  territory  by  the  ene- 
my naturally  operated  immediately  to 
su.«pend  the  application  of  the  intome 
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t«x.  Beginning  in  1016,  howovor,  the 
French  Pnrlinnient  insisted  that,  despite 
the  war  and  despite  the  invasion  of 
France,  the  income  tax  was  to  be  en- 
forced. In  1916  the  Frenchman,  for  the 
first  time,  paid  the  new  tax.  In  1917-18 
the  tax  was  augmented  and  perfected. 
It  was  applied  fully  in  1919,  attaining 
the  figures  of  today — it  is  one  of  the 
many  presents  that  victory  has  brought 
to  the  Frenchman.  Of  course  the  finan- 
cial situation  of  Prance  was  critical,  and 
there  was  no  question  of  suppressing  ex- 
isting taxes.  It  was  even  necessary  to 
create  others.  None  of  the  old  taxes  aws, 
therefoi-o,  supprsesed  except  the  “ tax 
on  business,”  the  French  Parliament  con- 
tenting itself  with  the  super-posal  of  the 
income  tax. 

This  income  tax  wiU  never  return  a 
large  revenue.  It  mil  never  give  that 
which  the  income  tax  gives  in  England 
and  America  for  the  good  reason  that 
France,  unlike  the  aforementioned,  is  a 
country  of  small  fortunes,  small  land 
owners  and  peasants  or  small  farmers. 

The  figures  recently  published  by  the 
French  Department  of  Finance  are  illu- 
minating in  this  regard.  They  reveal  the 


extraordinary  fact  that  there  are  few — 
very  few — who  arc  enormously  rich  in 
Franco  (only  188  people  having  an  in- 
come of  more  than  f76,000  at  the  pies- 
ent  rate  of  exchange),  but  there  are 
many  who  arc  moderately  rich  (about 
half  a million  people  have  an  income  of 
between  $600  and  $1,600),  and  although 
one  may  collect  up  to  60  or  66  per  cent, 
on  an  income  of  $1,000,000,  how  con  one 
consider  collecting  the  same  percentage 
on  an  income  of  $1,6007 

The  official  figures  showing  the  vari- 
ous French  classes  and  the  total  income 
of  each  class  in  1920  ore  as  follows: 

Tolftl  Tax 

Incomes.  Total  Income.  (In 

(In  Francs.)  Individuals.  Millions.) 

$6,000  to  20,000.  .406,899  $4,351 

20.001  to  40,000. . 72,100  1,984 

40.001  to  60,000..  22,043  1,068 

60.001  to  80,000..  10,266  706 

80.001  to  100,000. . 6,464  678 

100.001  to  260,000. . 9,007  1,367 

260.001  to  600,000. . 1,616  620 

500,000  to  960,000. . 493  324 

Over  950,000  183  371 

Total 628,961  $11,269 

Let  us  revert  to  what  a French  tax- 


payer’s burden  is  today.  A French  citi- 
zen now  pays: 

1.  The  indirect  taxes  referred  to 
above. 

2.  The  tax  on  personal  and  other 
property. 

5.  The  tax  on  doors  and  windows. 

4.  The  tax  on  developed  and  undc- 

loped  property. 

6.  The  tax  on  salary  or  revenue  from 
profession. 

6.  The  general  tax  on  income  what- 
ever its  source  may  be. 

Let  us  take  a concrete  case  into  con- 
sideration. Suppose  a lawyer  or  a busi- 
ness man  has  on  annual  income  as  a re- 
sult of  his  work  of  $6,000,  and  occupies 
an  apartment  in  Paris  for  which  he  pays 
a rental  of  $800.  He  will  pay: 

1.  The  tax  on  personal  property.  .$130 


2.  The  tax  on  doors  and  windows.  10 
8.  The  tax  on  wages,  salary  fees, 

&c.,  (6  per  cent.) 360 

4.  The  gcjiera)  income  tax  (about 

6 per  cent.) 300 

6.  The  tax  on  pianos,  servants,  £c.  25 
6.  Municipal  taxes 20 

Total  $846 


If  by  chance  the  same  man,  besides  his 


apartment  in  the  city,  possesse-s  a sman* 
country  house  he  must  pay: 

^(a^  A tax  on  personal  property  in 

(b)  A tax  on  the  doors  and  windows. 

(c)  The  tax  on  developed  real  estate, 
say  to  the  minimum  total  of  $160. 

This  man's  taxes,  therefore,  reaches 
the  tidy  sum  of  $995. 

These  toxc.s,  however,  represent  direct 
taxes  only,  which  amount  only  to  about 
one-fourth  of  France’.s  budget.  If  we 
were  to  add  to  our  figures  all  that  is 
paid  indirectly  on  food,  drink,  tobacco, 
general  purchases,  railroad  trips,  taxis, 
insurance,  investments,  theatres,  cine- 
mas, bills,  servants,  electricity,  which 
represent  three-fourths  of  France’s  rev- 
enue, we  can  without  exaggeration  add 
three  .more  bills  of  about  $1,000  each  to 
the  first  bill  for  taxes,  creating  a small 
fortune  of  approximately  $4,000  payed 
in  taxes.  We  can,  therefore,  conclude 
that  the  average  Frenchman,  under  one 
form  or  another,  pays  into  the  coffers  of 
the  French  Government  and  the  city  in 
which  he  resides  at  a minimum  two- 
thirds  of  his  yearly  income. 

’Now  let  the  reader  decide  whether  the 
Frenchman  is  a good  or  bad  taxpayer! 
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Further  Drop? 
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Rates  on  Paper  Discounted  for  Member  Banks  in 
Effect  Dec.  1,  1920,  June  1,  1921,  and 
Sept.  1, 1921,  Respectively. 


Bo.ston 

New  York. . . . 
Philadelphia. . 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis 

Minneapolis. . 
Kansas  City. . 

Dallas 

San  Francisco. 


54-6-5H  6 -6-6^ 
6Mi-6-5>4  6 -6-6>4 
6 -6-SH  6^-5^-5> 
6 -6-6<^  6%-6 
6 -6-6  6 -6  -6 
€ -6-6  -6 
6 -6-6  6 -6  -6 
6^-6-6  6H-6  -6 


7 -6-  6V, 

-6  -6V4 
5!4-6  -5^ 
6-6-6 
-6  -C 
-6V-6 
6 -6  -6 
b*4-6V-6V 
- -6  -6 
6 -6>A-6 
i 6 -6  -5V 


7-6  -5*4  . 
7-6  ^ -5  *4 

6- 6  -6*4 
6-6  -6^ 
6-6  -6 

7- 6  -6 
7-6V-6 
6-6  -6 
7-6  V -6  V 
6-6  -6 
6-6^-6 
6-6  -6V 


-6  -6 
6 -6  -6 
6*4 -6  V4 -6*4 
6-6-6 
5>4-6V-6 
6*4-6V-6 
-6  -6V 


7-6  -6\4 
7-6^-5^ 
6-6  -6V4 

6- 6  -5\4 
C-6  -6 

7- 6  -6 
7-6^-6 
(j-6  -6 
7-64-GV 
6-6  -6 
6-6^-6 
6-6  -5*4 


Special  Correspondence  of  The  Annofat 


money  market  in  several  of  the  Reserve 
Bank  districts. 


There  are  cumulative  signs  of  an 
" gnginy  up  ” of  the  moncy  market,  and 
the  forecast  is  that  the  next  step  by 
Federal  Reserve  Banks,  to  keep  their 
activities  in  line  with  the  generally  im- 
proved conditions,  will  be  to  lop  off  an- 
other one-half  of  1 per  cent,  from  the 
rates  now  charged  on  practically  all 
kind.*:  of  paper. 

That  such  a situation  is  possible  is 
among  the  encouraging  signs  where  re- 
adjustment of  financial  and  industrial 
conditions  are  concerned.  It  reflects  the 
decrease  jn  wages  which  has  been 
brought  about  and  the  liquidation  of  out- 
standing obligations.  Another  powerful 
factor  was  that  the  crop-moving  strain 
was  not  so  severe  this  year — in  fact, 
there  recently  been  practically  no 
strain  at  alL 

Signineant  in  this  connection  is  the 
fact  that  where  last  year  at  this  time 
seven  Federal  Reserve  Banks  were  bor- 
rowing about  $200,000,000  from  thr 
other  Reserve  Banks,  today  but  four 
banks  are  borrowing,  the  total  being  not 
more  than  $66,000,000.  These  four  are 
Dallas,  Atlanta,  Richmond  and  Minne- 
apolis. 

The  Reserve  Banks  of  Chicago,  St. 
Louis  and  Kansas  City,  which  were 
heavy  borrowers  from  other  Reserve 
Banks  a year  ago,  are  not  borrowing  at 
all  now.  These  three  banks  also  now 
have  an  , average  reserve  of  approxi- 
mately 60  per  cent.,  Chicago  leading 
with  about  70  per  cent. 

This  situation  in  the  banks  of  the 
Middle  West  was  brought  about  in  part 
by  the  fact  that  a great  deal  of  the  agri- 
cultural movement  was  financed  by  the 
sale  of  old  crops.  Reduction  in  wages 
of  farm  labor  also  played  a prominent 
ji.vrt  in  casing  the  financial  situation, 
^'bore  farmers  a year  ago  complained 
that  they  had,  at  times,  to  pay  as  high 
as  from  $5  to  $10  a day  for  labor,  they 
have  recently  been  able  to  obtain  it  at 
$1  a day,  and  in  some  instances,  it  is 
^aid,  0.4  low  as  60  cents  per  day.  In  any 
event  the  average  of  farm  labor  wages 
has  been  very  much  lower. 

A year  ago  at  this  time  many  lines  of 
agriculture  and  trade  also  were  borrow- 


ing heavily  to  keep  products  off  the 
market,  and  what  may  be  termed  a 
" deadlock  ” was  brought  about.  Today 
a much  more  natural  condition  is  foiuid. 

Greatly  decreased  money  rates,  or 
those  which  ,may  be  expected  during 
times  which  have  been  popularly  charac- 
terized as  “ normal  ” propably  will  not 
be  attained  until  there  is  active  compe- 
tition among  financial  institutions. 
There  has  been  but  little  competition  for 
many  months  in  the  past,  but  today 
there  is  appearing  evidence  that  a 
measure  of  competition  has  begun  again 
and  may  be  expected  beTore  Jong  on  a 
much  more  comprehensive  scale. 

Some  idea  of  the  change  which  has  been 
brought  about  in  the  situation — a change 
which  is  expected  to  have  a further  ef- 
fect soon  on  Federal  reserve  discount 
rates — may  be  obtained  by  recalling  that 
not  many  months  ago  from  to  8 per 
cent,  was  being  asked  in  the  open  mar- 
ket for  loans  on  commercial  paper, 
where  today  the  rate  is  frequently 
quoted  at  6%  per  cent. 

Two  developments  of  very  great  in- 
terest in  Washington  were  the  announce- 
ment on  Sept.  6 by  the  Treasury  Depart- 
ment of  the  second  issue  of  three-year 
notes  and  short-term  certificates  bearing 
interest  % pet  cent,  below  that  on  simi- 
lar note  and  certificate  issues  sold  in 
June,  and  the  adoption  of  the  policy  by 


the  Administration  of  marketing  some 
of  the  car  trust  certificates  held  by  the 
Railroad  Administration  on  a 6 per  cent, 
basis. 

The  facts  in , connection  with  the 
Treasury  Department  notes  and  certifi- 
cates are  of  interest  in  connection  with 
the  general  money  situation.  The  first 


issue  in  June,  when  the  thrcc-year  notc.« 
bore  5%  per  cent,  interest  and  one-yeai 
certificates  bore  6^  per  cent,  interest, 
was  oversubscribed  three  times.  In  fact, 
it  was  so  successful  that  less  than  half 
of  the  subscriptions  were  accepted.  These 
note.s  and  ccrtificates^as  is  the  case 
with  all  Government  offerings— cannot 
be  sold  below  par.  Of  course,  they  are 
gilt-edged  investments,  having  behind 
them  the  guarantee  of  the  United  States 
Government,  but  tho  rush  to  buy  them, 
nevertheless,  was  encouraging  and  sig- 
nificant. 

The  second  offering — just  three  months 
later — combined  three-year  notes,  this 
time  bearing  interest  at  6^  per  cent,  (a 
drop  of  hi  per  cent.);  one-year  certifi- 
cates, interest  6*4  per  cent.,  and  six 
Inonths’  certificates,  interest  B per  cent. 
It  was  not  so  long  ago  that  those  who 
were  pessimistic  about  the  money  situa- 
tion were  pre<licting  that  6 per  cent,  oi 
more  would  have  to  be  offered  in  inter- 
est if  a large  flotation  was  made,  and 
yet  this  second  issue,  of  about  $600,000,- 
000,  was  oversubscribed  in  a day  or 
two,  and  it  is  probable  that  the 
subscriptions  will  reach  more  than 
double  the  offering.  This  applies  to  tho 
6 per  cent,  certificates  as  well  as  to  the 
three-year  notes  bearing  interest  at  6*4 
per  cent  The  only  trouble  the  Govern- 
ment had  with  the  flotation  was  the  task 
of  making  the  allotments,  and  declining 
to  receive  all  subscriptions. 

That  there  is  no  element  of  risk  to  the 
investor,  of  course,  makes  these  notes 
and  certificates  more  desirable  than  even 
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Losses  in  Ship 


Operation 


chant  fleet  to  transport  all  the  commo- 
dities we  desire  to  ship.  As  a matter  of 
fact  the  merchant  fleet  is  so  excedingly 
adequate  in  size  that  more  than  one-half 
of  the  large  :fleet  constructed  on  account 
of  the  Shipping  Board  is  now  tied  up  and 
in  the  hands  of  caretakers.  The  idleness 
of  the  fleet  is  not  alone  due  to  the  ship- 
ping slump  which  has  come  upon  us,  al- 
though that  may  be  a contributing  fac- 
tor. But  the  idleness  of  the  American 
fleet  is,  in  large  measure,  due  to  the 
extraordinary  keen  competition  of  for- 
eign shipping.  The  foreign  ships  are 
taking  the  freight  away  from  us.  They 
are  today  transporting  nearly  two-thirds 
of  the  cargoes  to  and  from  our  own 
ports.  Foreign  ships  arc  able  to  do  this 
despite  the  fact  that  the  Government  is 
sinking  hundreds  of  millions  of  dollars  in 
the  operation  of  American  flag  ships. 

American  seagoing  ships  today  total 
approximately  13,000,000  gross  tons,  of 
which  over  8,000,000  gross  tons  belong  to 
the  United  States  Shipping  Board.  Since 
the  middle  of  last  March  more  than  half 
of  the  Shipping  Board  tonnage  has  been 
idle.  The  board  keeps  its  records  in 
deadweight  rather  than  gross  tons,  and, 
therefore,  some  discrepancy  may  appear, 
but  the  records  of  the  board  itself  show 
that  in  July,  1920,  it  had  8.500,000  tons 
in  operation.  In  December  of  the  same 
year  7,500,000  tons  were  in  operation 
and  about  3,000,000  tons  were  tied  up. 
In  June  of  this  year  the  board  owned 
5,000,000  deadweight  tens  which  were  in 
operation  and  6,000,000  tons  of  its  ships 
were  idle. 

This  is  a situation  much  more  serious 
than  .'ippears  upon  its  face,  because  a 
great  part  of  the  board  tonnage  which 
has  remained  in  operation  has  been 
inefficiently  occupied  and  the  operation 
has  been  wasteful  and  unserviceable  to 
American  commerce.  A glance  at  the 
lecord  of  entrances  and  clearances  filed 
with  the  customs  collectors  is  sufficient 
to  pi-ove  this.  These  records  show  that 
by  far  the  larger  percentage  of  ships 
entering  and  clearing  the  ports  of  the 
United  States  in  ballast  are  flying  the 
American  flag.  Nothing  is  shown  as  to 
the  extent  to  which  a vessel  is  loaded 
when  she  does  carry  a load,  but  the 
well  informed  shipping  people  will  testi- 
fy to  the  fact  that  the  foreign  ships  are 
obtaining  the  paying  cargoes;  that  is,  the 
cargoes  which  more  nearly  fill  the  holds 
of  the  ships. 

The  chart  reproduced  herewith  shows 
the  fluctuation  in  percentage  of  Ameri- 
can ships  to  the  total  of  all  ships  clear- 
ing American  ports,  and  the  percenta^^ 
of  cargo  carried  in  American  ves.sels  to 
dhe  total  cargo  carried  in  all  vessels.  It 
requires  but  a glimpse  at  this  chart  to 
show  that  although  the  total  of  American 
ships  put  into  service  has  been  large, 
Amencan  ships  have  not  been  able  to 
book  their  proportionate  percentage  of 
the  cargoes  exported  by  even  our  own 

During  February,  1920,  n total  of 
1,933,385  net  tons  of  American  ships 
cleared  American  ports  and  carried  in 
their  holds  approximately  one-half,  in 
value,  of  the  total  commodities  we  ex- 
ported by  ship  that  month.  But  during 
May.  1921,  a total  of  2,113,881  net  tons 
of  American  ships  cleared  our  ports,  but 
this  greater  fleet  carried  away  but  33 
per  cent,  of  the  total  cargo  exported  that 
month.  Foreign  shipping  had  at  last 
come  into  its- own  and  was  fighting  for 
the  trade. 

The  chart  illustrates  the  fluctuation  in 
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the  division  of  the  business  between 
American  and  foreign  ships.  It  shows 
that  the  division  of  the  total  cargo  was 
much  smaller  in  percentage  to  the  space 
offered  for  cargo  from  January,  1919, 
until  December  of  the  same  year.  Dur- 
ing January  and  February  of  1920, 
American  ships  practically  divided  the 
business  with  foreigners  and  American 


ly  our  ships  have  been  sailing  at  consid- 
erable expense  and  the  losses  have  been 
shifted  to  the  Shipping  Board  which,  un- 
der the  system  of  allocation,  pays  all  the 
operating  costs  of  the  Government  fleet. 

It  is  difficult  to  discover  scientifically 
the  cause  of  this  condition.  Undoubtedly 
many  factors  are  involved.  GeneraUy  it 
is  known  that  many  foreign  merchants 


American  Clearances 


B — Value  of  cargo  carried:  per  cent  carried  in  American  thipa. 


clearances  were  in  thie  same  proportion. 
But  since  February  the  foreign  ships 
clearing  American  ports  have  not  shown 
any  appreciable  increase,  but  they  have 
been  transporting  a much  larger  percen- 
tage of  the  cargo. 

In  measuring  the  cargo  in  this  instance 
it  has  been  necessary,  manifestly,  to 
speak  of  value,  as  there  is  no  unit  of 
measure  of  the  volume  of  the  exports. 
The  total  value,  however,  is  fairly  mea- 
surable of  the  business  done. 

During  January,  1919,  a total  of  1,- 
166,371  net  tons  of  American  ships 
cleared  our  ports.  Owing  to  the  large 
number  of  ships  put  in  operation  by  the 
Shipping  Board  the  record  of  American 
clearances  gradually  increased  until  it 
reached  a total  of  3,616,267  net  tons  dur- 
ing August,  1920.  Then  the  fight  with 
the  French  Line  and  others  threatened 
a rate  war  and  foreign  competitors  be- 
gan to  show  a more  aggressive  spirit. 
Since  then  the  American  clearances  have 
shown  a general  decline. 

By  the  measure  of  the  net  tonnage 
of  clearances  alone  it  could  be  shown 
easily  that  American  shipping  has  been 
giving  ground,  but  when  these  statistics 
are  placed  opposite  the  figures  showing 
the  division  of  cargoes,  the  fact'becomcs 
much  more  obvious.  Fostered  by  the 
Shipping  Board,  American  vessels  made 
a desperate  attempt  to  control  at  least 
an  equal  division  of  our  foreign  trade. 
This  right  was  successful  during  almost 
three  months  of  the  Winter  of  1919-1920, 
but  after  February,  1920,  American 
ships  were  unable  to  transport  even 
60  per  cent,  of  the  American  exports, 
even  though  more  ships  were  put  into 
trade.  Since  then  American  ships  have 
been  taking  a smaller  and  smaller  divi- 
sion of  the  outgoing  cargoes.  It  fell  to 
38  per  cent,  during  December,  1920,  and 
to  33  per  cent,  during  May,  1921. 

In  total  tonnage  the  American  mer- 
chant fleet  is  second  only  to  the  Brit- 
ish. And  despite  thij,  our  fleet  has 
been  unable  to  control  one-half  of  the 
outgoing  cargoes  of  strictly  American 
ports.  We  have  been  unable  to  book  one- 
half  the  outgoing  cargo  in  spite  of  the 
fact  that  we  have  been  sailing  one-half 
of  the  ships  leaving  our  ports.  Manifest- 


refuse to  have  their  orders  booked  via 
Shipping  Board  vessels.  In  the  case  of  a 
particular  large  merchant  in  South 
America  this  objection  was  traced  to  its 
source.  The  merchant  explained  that 
whenever  he  had  a damage  claim  on 
goods  received  he  found  it  next  to  impos- 
sible to  collect  the  claim  when  levied 
against  a ship  belonging  to  the  Shipping 
Board.  The  operators  of  the  vessels  ex- 
plained they  bad  strict  orders  from  the 
Board  to  pay  only  claims  which  did  not 
amount  to  more  than  $250.  All  claims 
exceeding  that  amount  had  to  be  referred 
to  the  Board  for  consideration,  and  that 
was  the  same  as  bringing  a claim  against 
the  Government  itself.  Such  claims  have 
been  known  to  remain  unpaid  through  a 
whole  generation. 

Furthermore  it  has  been  alleged 
that  operators  of  Shipping  Board 
vessels  have  been  inefficient  and  inex- 
perienced. Insurance  companies  have 
recognized  this  condition  and  charged 
higher  rates  of  insurance  when  goods 
were  handled  on  vessels  operated  by  such 
agents.  For  the  purpose  of  insurance 
all  operators  are  divided  into  two  classes, 
A and  B.  The  B class  of  operators  are 
always  given  the  higher  insurance  rates. 
Naturally  shippers  are  not  going  to  in- 
vite an  increase  of  transportation 
charges,  and  marine  insurance  is  an  im- 
portant part  of  transportation  costs  in 
foreign  trade. 

Also,  owing  to  rough  handling,  incident 
to  allocation  to  inexperienced  operators, 
many  Shipping  Board  vessels  develop 
weaknesses  which  the  insurance  agents 
were  quick  to  discover.  Immediately  af- 
ter the  armistice  the  Shipping  Board  al- 
located a great  number  of  the  Lake  type 
of  ships  for  the  Cuban  sugar  trade.  In- 
surance statistics  showed  that  approxi- 
mately 90  per  cent,  of  the  losses  in  this 
trade  were  aboard  Shipping  Board  ves- 
sels. A sugar  boat  must  ^ absolutely 
water-tight  or  else  the  greater  part  of 
the  cargo  is  damaged.  There  are  other 
perishable  cargo  trades  which  require 
tight  vessels.  Only  a few  instances  of 
this  and  sufficient  reason  is  given  to 
run  up  the  insurance  rates,  or  even  to 
prompt  the  insurance  companies  to  re- 


fuse to  take  insurance  on  cargoes  when 
transported  in  such  ships. 

Recently  much  has  b^n  said  regarding 
the  loss  of  the  Egyptian  cotton  contracts 
to  American  ships.  British  boats  got 
this  business  despite  the  fact  that  the 
• Shipping  Board  offered  a much  lower 
rate.  In  this  instance  the  Shipping  Board 
was  slow  to  move:  approval  had  to  be 
obtained  from  Washington.  While  the 
red  tape  was  being  unwound  the  British 
shipping  agents  quietly  went  out  and 
signed  up  the  business.  The  unwieldy 
governmental  operations  have  undoubt- 
edly been  the  cause  of  the  loss  of  much 
business  to  the  Shipping  Board  vessels, 
and  that  loss  has  to  be  put  down  in  the 
general  measure  against  all  American 
shipping. 

T\UR1NG  the  fiscal  year  ended  June 
^ SO,  1921,  the  Shipping  Bfard  received 
approximately  $300,000,000  from  opera- 
tion of  ships,  but  that  year  the  operating 
and  general  overhead  expenses  amounted 
to  $409,000,000.  This  left  a deficit  of  ap- 
proximately $91,000,000  for  which  funds 
had  to  be  provided  out  of  the  pockets  of 
taxpayers.  This  $91,000,000  should  prop- 
erly be  added  to  tho  ocean  freight  bill 
our  people  have  paid  for  goods  brought 
into  the  United  States  and  goods  we  have 
shipped  to  foreign  countries  during  the 
last  year.  It  is  a $91,000,000  annual  tax 
levied  because  of  the  insistency  of  the 
Federal  Administration  of  continuing  the 
operations  of  a State-owned  merchant 
fleet 

Tho  results,  as  measured  by  the  par- 
ticipation in  the  trade  by  American 
ships,  do  not  appear  to  average  up  very 
well  with  the  costs.  It  is  a poor  com- 
mentary on  the  efficiency  of  subsidy 
through  Government  ownership  of  ships. 


Postal  Savings 

rpHE  total  deposits  in  the  United 
States  Postal  Savings  on  Aug.  31 
were  approximately  $162,400,000,  a de- 
crease for  the  month  of  about  $100;- 
000.  This  is  the  smallest  decrease  shown 
in  deposits  for  several  months.  Aside 
from  the  fact  that  this  is  the  smallest 
decrease  shown  in  deposits  for  several 
months,  it  is  very  gratifying  to  observe 
that  there  has  been  a general  improve- 
ment in  deposits  throughout  the  country. 
The  offices  enjoying  increases  are  dis- 
tributed throughout  the  United  States, 
and  the  deposits  at  the  industrial  centres 
showed  an  improvement. 

During  the  month  of  August  the  fol- 
lowing offices  reported  gains  in  deposits 
of  over  $12,000: 

Boston,  Mss $834,291 

Seattle,  Wash 92,161 

Atlantic  City,  N.  J 57333 

New  York,  N.  Y 36,686 

Tacoma,  Wash 25,155 

Bremerton,  Wash 12,776 


An  Attractive 
Investment 


WE  hive  prepired  i com- 
prehensive folder  which  ex- 
plain in  detail  the  reasons 
why  one  of  the  secured  gold 
notes  maturing  in  about  20 
years  deserves  special  con- 
sideration. 

This  folder  shows  exactly 
how  the  buyer  of  this  note 
will  receive  an  income  of 
$1600,  and  also  a profit  on 
his  original  investment. 
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A.  B.  Leach  & Co.,  Idc. 

Invtsimtnl  SecaritUs 

62  Cedar  Stwet,  Now  York 
105  S.  La  Salle  St.,  Chicago 
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Currencies  of  Peru,  Bolivia,  Ecuador  and  Venezuela 


The  foUcv'ing  is  last  of  a series  of 
five  articles  on  South  /Imortcon  eurren- 
ties  written  for  Tbe  ANNALIST  6|/ 
Charles  Evers. 


N the  previous  articles  of 
this  series  the  gold  and 
paper  money  of  Argentina, 
Paraguay,  Colombia,  Uru- 
guay, Chile  and  Brasl 
has  been  passed  in  re- 
view, and  there  remains, 
I therefore,  to  consider  the 
1 currencies  of  Peru,  Boliv- 
ia, Ecuador  and  Venerue- 
la.  Of  these  four  countries  it  may  be 
said  that  Peru  has  been  the  victim  of  cir- 
cumstances beyond  her  control;  Bolivia 
has  done  as  well  as  could  be  expected 
under  the  adverse  conditions  created  by 
the  war;  Ecuador  has  suffered  even 
more  severely  than  Peru,  but  has  recov- 
ered amazingly,  and  Venezuela  has 
passed  almost  immune  through  the 


Before  the  vrar — it  is  impossible  to 
avoid  the  constant  repetition  of  this 
phraso  when  writing  about  the  South 
American  currencies — Peru  was  on  a 
strictly  metallic  basis,  both  Peruvian 
and  English  gold  coins  being  available 
in  any  quantity.  Persons  drawing  a 
large  sum  from  the  bank  would  receive 
about  half  and  half,  Peruvian  and  Eng- 
lish. The  unit  of  value  is  the  sol,  equiv- 
alent to  the  English  florin,  or  two- shil- 
ling piece,  worth  4S.665  cents  United 
States.  Ten  of  these  constitute  the  Peru- 
vian pound — (4-86^  United  States — and 
it  is  the  custom  to  reckon  large  sums 
of  money  in  Peruvian  pounds — £p. — in- 
stead of  soles. 


Apparently,  therefore,  Peru  has  every 
reason  to  consider  herself  in  the  first 
place  among  South  American  nations, 
both  as  regards  the  nature  of  her  cur- 
rency and  the  manner  In  which  its  high 
standard  has  been  maintained.  Tbe 
only  reproach  that  has  been  made  to 
Peru  in  these  respects  was  that  her  sub- 
sidiary currency,  in  the  silver,  was  defi- 
cient in  quantity  for  the  needs  of  the  peo- 
ple. For  thia  reason  a good  many  base 
foreign  coins  have  at  times  made  their 
appearance,  and  were  accepted,  or, 
rather,  tolerated,  as  a makeshift,  which 
naturally  made  matters  worse,  as  bad 
money  will  always  drive  good  money 
out  of  circulation. 

When  the  war  broke  out  Peruvians 
began  to  hoard  their  gold,  which,  as  this 
was  the  only  circulating  medium,  brou^t 
about  a veritable  money  famine,  such  as 
existed  in  France  during  the  early  days 
of  August,  1914.  Even  the  richest  peo- 
ple had  difficulty  in  making  any  pur- 
chases whatever,  and  the  Government, 
much  against  its  wQl,  was  obliged  to 
make  an  issue  of  26,000,000  soles  in  pa- 
per. This  was  secured  by  a reserve  of 
40  per  cent  in  gold  held  by  the  " Junta 
da  Vigiianeia,'*  an  office  somewhat  sim- 
ilar to  the  “ Caja  de  Conversion " in 
Buenos  Aires.  In  1917  the  reserve  was 
augmented  by  the  sum  of  8,000,000 
American  gold  dollars,  vriiicb,  added  to 
deposits  of  gold  in  London  and  New 
York,  constituted  a guarantee  equal  to 
93  per  cent  of  the  whole  paper  issue, 
DOW  niwnnnting  tO  &boUt  72,000,000  SOlCS. 

During  the  war,  while  the  balance  of 
trade  was  enormously  in  Peru’s  favor, 
Peruvian  currency  stood  at  a considera- 
ble premium,  which  actually  rose  to  20 
per  cent  in  1918,  the  sol  being  quoted  at 
nearly  60  cents  United  States,  but  un- 
fortunately the  Government  allowed  itself 
to  be  swayed  by  the  fear  of  gold  deple- 
tion and,  like  Argentina  and  Uruguay, 
prohibited  its  export,  and  when  the  bal- 
ance turned  against  Peru  exchange  be- 
gan to  drop  alarmingly.  'The  Peruvian 
pound  did  not,  however,  touch  the  low 
level  of  sterling — 33.18  United  States  in 
February,  1920 — but  hovered  round  $4 — 
40  cents  to  tiie  s<d — for  a long  time. 
When  the  English  pound  began  to  mend 


By 


this  year  the  Peruvian  pound  declined 
In  value,  remaining  round  33-60  until 
May  19,  when  n sudden  recovery  brought 
it  again  to  a little  over  sterling  at  3^.05. 
At  this  writing  it  stands  at  33-63,  and 
has  continually  afforded  a remarkable 
proof  of  the  sympathy  existing  between 
sterling  and  South  American  money. 

These  vicissitudes  have  been  very 
keenly  felt  in  Peru  as  a kind  of  national 
disaster,  but  compared  with  what  has 
happened  in  most  of  the  other  nine  re- 
publics, they  have  weathered  the  storm 
extremely  well,  and  it  may  confidently 
bo  expected  that  their  little  dollar  will 
soon  be  a thing  of  the  past 

The  monetary  unit  of  Bolivia  is  the 
boliviano,  of  which  twelve  and  a half 
constitute  the  pound  sterling,  or  2.6685 
to  the  dollar,  from  which  it  fol- 
lows that  the  boliviano  is  equivalent  to 
38.93  cents  United  States.  It  is  diffi- 
cult to  understand  why  Bolivia  came  to 
adopt  this  irregular  and  very  confusing 
standard,  especially  as  it  in  no  way  coin- 
cides with  the  En^ish  and  Peruvian  gold 
coins  used  as  legal  tender.  As  a matter 
of  fact,  it  was  no  easy  task  to  induce 
the  people  to  accept  it,  as  up  to  ten  years 
ago,  at  least,  the  ordinary  unit  of  cur- 
rency was  the  peso,  an  imaginary  silver 
coin  represented  by  four  reales  of  dubi- 
ous silver,  about  the  size  of  the  Amer- 
ican nickel.  The  boliviano  was  launched 
eventually  by  making  it  exchangeable 
for  five  reales,  and  the  people  gradually 
came  to  understand  that  the  new  money 
had  the  purchasing  power  of  one  peso 
and  a quarter. 

I'  ”5  diubtful  that  the  republic  ever 
coined  gold,  but  it  is  proposed  to  per- 
petuate the  muddle  by  minting  Bolivian 
gold  pieces  equal  in  value  to  the  English 
and  Peruvian  pounds  and  half  pounds, 
retaining  the  ^liviano  in  the  form  of 
nickel,  25  half-bolivianos  to  the  Boliv- 
ian pound.  These  nickel  coins  will  be 
worth  at  par  a small  fraction  more  than 
the  French  franc,  and  the  boliviano  a 
trifle  more  than  the  Chilean  peso. 

The  decline  of  the  Boliviano  during  the 
last  sixteen  months  has  been  sure  and 
steady.  On  Feb.  24,  1920,  an  American 
dollar  was  worth  2.74  bolivianos  in  La 
Paz,  that  is  to  say,  only  a small  fraction 
over  the  normal  par  rate  of  2.6685  bdliv- 
ianos.  Subsequent  quotations  have 
been  as  follows:  Juno  14,  1920,  3.036 
bolivianos;  Jan.  15,  1921,  3.465;  March 
5,  1921,  3.885;  April  9,  1921,  4.02;  May 
21,  1921,  4.12.  The  little  dollar  of  Boliv- 
ia now,  therefore,  stands  at  24.27  cents 
United  States,  as  compared  with  the  big 
dollar  of  38.93  cents  United  States. 

Ecuador  uses  the  same  parity  stand- 
ard as  Peru,  the  unit  being  the  sucre 
— 30.48665  United  States — and  the  gold 
piece  of  the  country  is  called  the  condor 
— 34.8665  United  States.  The  usual  cur- 
rency of  the  country  before  the  war  was 
in  the  form  of  banknotes,  but  paper  is- 
sued in  Guayaquil  did  not  circulate  free- 
ly in  Quito  and  vice  versa.  This  was  fre- 
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quontly  a source  of  annoyance  to  trav- 
ders  who  imprudently  changed  their 
money  into  currency  on  the  coast  before 
going  into  the  interior. 

This  paper  money  of  Ecuador  was  not 
depreciated  before  the  war,  as  the  stand- 
ing of  tho  bonks  of  issue  was  very  high, 
conversion  into  gold  being  made  with 
readiness  and  dispatch;  but  with  the 
prohibition  of  gold  exportation  deprecia- 
tion has  been  rapid,  and  reached  a point 
where  the  sucre  was  worth  a good  deal 
less  than  half  its  value. 

The  fluctuations  are  extremely  violent 
and  unaccountable;  thus  on  May  18  the 
rate  on  Now  York  at  Guayaquil  ad- 
vanced from  17.86  cents  to  25  cents  a 
sucre,  an  increase  of  7.15  cents,  or  40 
per  cent. 

The  Government  is  giving  serious  at- 
tention to  this  important  matter, 
among  measures  under  consideration  be- 
ing the  securing  of  a foreign  loan,  the  re- 
duction of  imports,  the  encouragement 
of  exports  and  the  reduction  of  the  cir- 
culating medium.  These  proposals  are 
excellent,  but  until  gold  is  released  for 
export  there  is  little  hope  that  the  sucre 
will  recover  its  par  value.  The  Govern- 
ment should  issue  a statement  giving  in- 
formation regarding  the  amount  of  paper 
currency  in  circulation  and  the  quantity 
of  gold  held  in  re.«ervo  by  the  banks  as 
a guarantee  for  it.  Tho  latest  announce- 
ment of  the  kind  was  published  here  in 
September,  1920,  and  contains  no  ref- 
erence to  conditions  prevailing  at  a later 
date  than  December,  1919.  Currency  in 
circulation  was  then  limited  to  less  than 
12.000,000  sucres,  against  which  the  four 
banks  of  issue  held  gold  and  silver  guar- 
antees equal  to  71.47  per  cent. 

Venezuela  mints  gold  equal  in  size  and 
value  to  the  French  twenty-franc  gold- 
piece — ^20  bolivares — and  also  pieces  of 
5, 10,  50  and  100  bolivares.  The  Spanish 
onzas,  worth  about  82  bolivares,  are  also 
much  in  use,  especially  in  the  interior. 
But  there  is  not  enough  Venezuelan  gold 
to  go  round,  and ‘the  Government  has, 
therefore,  like  Uruguay,  made  some  for- 
eign gold  coins  legal  tender.  Thus  the 
twenty-franc  gold  pieces  of  Pinncc,  Bel- 
gium, Italy  and  Switzerland  are  current 
at  20  bolivares,  the  English  sovereign  at 
25.25  bolivares,  the  United  States  twen- 
ty-dollar  gold  piece  at  104  bolivares,  and 
the  German  twenty-mark  gold  piece  at 
24.76  bolivares.  One  bolivar  equals 
30.19295  United  States. 

In  the  cities  near  the  coast  of  the  Car- 
ibbean paper  money  convertible  into  gold 
was  preferred  to  gold  before  the  war, 
but  in  the  interior  and  on  the  Orinoco 
gold  was  much  more  in  demand.  Silver 
was  and  is  current  everywhere,  mostly 
in  the  form  of  fuertes,  or  pieces  of  five 
bolivares,  though  there  are  five  other 
smaller  silver  coins.  In  former  times 
Venezuela  reckoned  in  pesos,  and  this 
value,  equal  to  four  bolivares,  is  still 
widely  in  use  among  the  people. 

This  threefold  nomenclature  is  ver; 


confusing  to  the  traveler,  who,  after 
learning  that  the  unit  of  currency  in 
Venezuela  is  the  bolivar,  of  which  about 
five  go  to  the  American  dollar,  finds 
when  he  goes  shopping  that  the  prices 
of  the  articles  he  wishes  to  buy  ore  quot- 
ed sometimes  in  fuertes  and  sometimes 
in  pesos,  rarely  in  bolivares.  While  it 
cannot,  therefore,  bo  said  that  the  Ven- 
ezuelan system  of  currency  is  wholly  sat- 
isfactory, the  circulating  medium  of  this 
country  stands  very  high  among  the 
South  American  republics,  and,  indeed, 
among  all  nations.  In  spite  of  the  fact 
that  foreign  trade  is  practically  at  a 
standstill,  Venezuelan  money  is  at  a dis- 
count only  in  the  United  States  and 
Japan,  and  the  Venezuelan  Minister  at 
Washington  was  lately  responsible  for 
the  statement  that  the  gold  reserve  of 
the  country  is  four  times  as  great  as  tho 
amount  of  paper  money  in  circulation. 

At  the  time  of  writing  tbe  value  of 
the  bolivar  in  New  York  is  quoted  at 
16.6  cents,  and  the  pound  sterling  is  ex- 
changeable in  Caracas  at  a big  discount. 
There  are  eight  countries  in  Europe  that 
have  adopted  the  same  standard  of  cur- 
rency os  that  of  Venezuela,  and  it  is  in- 
teresting to  compare  the  current  rate  of 
exchange  in  New  York  for  the  moneys 
of  those  countries  vnth  that  for  Vene- 
zuela, which  stands  first.  The  quota- 
tions are  in  cents:  Switzerland,  16.38; 
Spain,  12.76;  France,  7.72;  Belgium, 
7.54;  Greece,  6.66;  Italy,  4.85;  Finland, 
1.65;  Rumania,  1.33. 

The  table  of  values  below  provides 
a fairly  comprehensive  summary  of 
South  American  currencies.  Classifica- 
tion may  be  made  in  several  ways,  but  to 
little  purpose.  Brazil,  Chile,  Paraguay 
and,  in  lesser  degree,  Bolivia  stand  in 
need  of  reform,  but  the  other  six  coun- 
tries are  equipped  with  systems  which 
will  automatically  bring  tho  money  ex- 
changes back  to  normal  when  the  re- 
strictions on  gold  export  arc  lifted. 

The  broken  par  standards  are  nnnec- 
sary  and  should  be  abolished.  That  of 
Argentina  has  served  a good  purpose, 
but  Brazil  attacked  the  problem  half- 
heartedly and  failed  to  make  good.  Chile 
might  usefully  adopt  the  shilling  or 
franc  unit,  or,  better  still,  the  American 
quarter,  but  a double  standard  is  not 
what  one  would  expect  from  this  pro- 
gressive nation. 

Paraguayan  money  is  apparently  in 
a hopeless  condition,  but  that  of  Colom- 
bia was  in  a worse  plight  only  eleven 
years  ago,  and  recovered. 

The  war  was.  of  coprse,  mostly  to 
blame  for  the  avalanche  in  South  Amer- 
ican exchanges  this  year  and  last.  Ob- 
viously, therefore,  as  this  sorely  wounded 
planet  revives  the  South  American  coun- 
tries will  gradually  return  to  something 
like  the  conditions  of  1914.  It  is  impor- 
tant to  remember  that  Argentina,  Peru, 
Ecuador,  Colombia  and  Uruguay  were 
then  in  the  full  enjoyment  of  a currency 
system  as  stable  and  reliable  as  our  own. 
The  present  value  of  their  paper  money, 
due  to  gold  immobility,  is  therefore 
plainly  no  criterion  of  their  real  finan- 
r cial  standing. 


South  American  Currency  Values 

Country 

Argentina  

Paraguay  

Venezuela  

Peru  

Ecuador  

Colombia  

Brazil  

Chile  

Bolivia  

Uruguay  

Unit  of 
Currency 

Peso 

Peso 

Bolivar 

Sol 

Suere 

Peso 

Milreis 

Boliviano 

Peso 

Origin 

French 

French 

French 

English 

English 

English 

English 

English 

English 

7 

6 francs 
6 francs 
1 franc 
2 shillings 
2 shillings 
4 shillings 
27  pence 
18  pence 
12H  to  £l 
4.70  to  £1 

Value  in 
Dollars 
U.  S. 

10.96476 

0.96476 

0.19296 

0.48666 

0.48666 

0.9733 

0.5462 

0.3649876 

0.8893 

J.0342 

Broken 

Par 

Standard 

44% 

laM. 

Is. 

Value  in 
Dollars 
U.  S. 

30.42449 

0.248326 

Quotation 
of  Paper 
Currency 
July,  1921 
30,30 
0.037 
0.165 
0.363 
0.279 
0.86876 
0.11 
0.10 
0.2427 
0.6025 

New  York,  Monday,  September  19,  1921 
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Stock  Turnover — A Deceptive  Index 


HERE  has  been  n 
good  deal  of  indis- 
criminate writing  on 
the  subject  of  stock 
turnover  lately.  By 
some  a high  turnover 
figure  has  been  held 
to  be  practically  a 
panacea  for  mer- 
chandising ills.  By 
others  a rapid  turnover  has  been  consid- 
ered a sign  and  symbol  of  successful 
trading.  Even  the  Federal  Trade  Com- 
mission in  its  " System  of  Accounts  for 
Retail  Merchants”  has  declared: 

The  rapidity  of  the  turnover  is  a 
vci'y  important  element  in  conduct- 
ing a retail  business.  It  is  obvious 
that  an  increase  in  turnover  goes 
hand  in  band  with  an  increase  in 
profit.  A slow  turnover  may  be  due 
to  poorly  selected  stock,  to  over- 
stocking, or  to  an  inefficient  selling 
organization.  No  effort  should  be 
spared  to  increase  the  turnover  to  its 
maximum. 

What,  in  reality,  is  stock  turnover? 
What  is  its  significance  in  conducting  a 
business?  It  is  not  proposed  here  to 
disprove  all  that  has  been  said  about  it 
or  wholly  to  discredit  its  importance. 
Many  statement  are  true,  at  least  in  part 
or  as  far  as  they  go,  but  the  apparent 
simplicity  is  deceptive.  There  is  more  to 
successful  merchandising  than  has  been 
dreamed  of  by  some  who  have  written 
on  the  subject  of  stock  turnover. 

A merchandising  transaction  is  com- 
plete when  the  money  invested  in  goods 
is  returned  again  to  the  investor.  Buy- 
ing and  selling  is  just  this  intermittent 
process  of  " freezing  ” money  into  goods 
and  ” thawing  ” goods  in  money.  A com- 
plete transaction  of  this  kind  is  stock 
turnover  in  its  true  sense,  and  mer- 
chandising is  a repeated  and  overlapping 
process  of  stock  turning.  More  goods 
are  bought  before  the  old  stock  is  gone. 
Some  goods  .sell  quickly,  some  slowly.  A 
"going"  mercantile  establishment  is  a 
complex  interlacing  of  buying  and  sell- 
ing. 

Stock  turnover,  as  the  generally  ac- 
cepted rule  goes,  is  obtained  by  dividing 
the  cost  of  goods  sold  during,  say,  a year 
by  the  average  inventory— that  is,  the  in- 
ventory at  the  beginning  of  the  year  plus 
the  inventory  at  the  end  of  the  year 
divide<l  by  two.  The  quotient  vnll  be  the 
number  of  times  the  stock  has  turned 
within  this  period. 

A .stock  turnover  figure  may  be  had 
for  individual  <tems,  for  lines  of  goods  or 
departments,  or  for  the  business  as  a 
whole.  Clearly,  the  closer  the  approach 
to  individual  items,  the  more  detailed  and 
accuiate  a tumovei'  figure  will  be.  In 
general,  however,  a business  is  consid- 
ered as  a single  complex  unit,  and  the 
turnover  figure  applies  to  it  as  a whole. 
This  general  figure,  then,  the  cost  of 
sale.s  divided  by  the  average  inventory,  is 
suppo.sed  to  tell  the  merchant  the  state 
of  his  business;  is  said  obviously  to  go 
hand  in  hand  >vith  profit;  Is  declared  to 
be  " the  essence  of  merchandising.” 
What  really  is  its  significance? 

In  the  first  place,  stock  turnover  must 
not  be  confused  with  volume  of  business. 
The  following  illustration  is  typical  of 
the  general  confusion  on  this  point; 
Suppose  a merchant,  with  an  aver- 
age expense  of  20  per  cent.,  buys  five 
portable  houses,  to  be  sold  at  ^2,000 
each,  costing  Jl, 000  each.  Should  he 
.sell  all  of  these  within  the  first  year 
he  will  make  a profit  of  ^,000.  But 
should  he  fail  to  sell  all  of  these 
houses  within  the  year,  this  net 
profit  will  diminish  in  proportion  to 
the  time  required  to  sell  them;  the 
houses  will  also  decrease  in  valuation 
yearly.  On  the  other  hand,  should 
this  meKhant  have  invested  $5,000 
in  millmcry  or  ^rpeeries,  the  expense 
of  .-celling  remaining  at  20  per  cMt, 
and  if  he  sold  this  lot  of  merchandise 
:bv  $7,000,  a net  profit  of  $600  would 
bo  realist  on  the  transaction.  If 
lie  had  the  ability  to  turn  his  slock 
Ion  times  per  year  he  would  mbke 
a net  profit  of  $6,000. 

There  are  two  serious  errors  in  this 
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illustration,  quite  apart  from  the  fact 
that  portable  houses  as  a merchandising 
proposition  are  not  comparable  with  mil- 
linery and  groceries.  In  the  first  place, 
the  20  per  cent,  expense  undoubtedly 
means  20  per  cent,  of  net  sales.  It  will 
vary  directly  then  with  volume  of  sales, 
if  the  expense  items  remain  the  same. 
Interest  on  investment  would  necessarily 
vary.  The  expense  is,  therefore,  20  per 
cent,  of  a $10,000  volume  of  business,  or 
it  is  another  percentage  of  a lower  vol- 
ume. Both  volumes  with  a constant  ex- 
pense percentage  cannot  be  assumed  at 
one  and  the  same  time.  Besides,  it 
would  be  a foolish  merchant  who  would 
not  reinvest  the  money  realized  from 
time  to  time  on  sales. 

The  second  error  is  more  important. 
The  same  investment,  $5,000,  is  diverted 
from  portable  houses  to  millinery  or  gro- 
ceries. This  lot  of  goods  is  sold  on  a 
20  per  cent,  operating  expense  for  $7,000 
with  a net  profit  of  $600.  So  far  it  is 
better  to  deal  in  portable  houses,  be- 
cause there  is  more  profit.  Here,  how- 
ever, comes  the  stock  turnover  aleJght- 
of-hand  performance.  ” If  he  had  the 
ability  to  turn  his  stock  ten  times  per 
year  he  would  make  a net  profit  of 
$6,000.”  Which  really  means,  that  if 
this  merchant  had  sold  ten  times  the 
volume  of  goods  at  the  .same  rate  of  ex- 
pense and  profit,  he  would  have  made 
ten  times  as  much  money.  Obviously 
this  is  not  more  rapid  turnover,  but  in- 
creased volume  of  business.  So  far  as 
the  figures  are  given  the  rate  of  turn- 
over will  remain  precisely  the  same.  This 
confusion  of  rapid  turnover  with  in- 
creased volume  of  business  is  wide- 
spread. 

■piURTHERMORE,  this  problem  of 
turnover  is  not  the  safe  for  retailer, 
jobber  and  manufacturer.  The  retailer 
who  formerly  bought  his  goods  once  or 
twice  a year,  and  went  to  the  wholesale 
market  to  do  it,  now  can  stay  in  bis  store 
and  have  a visit  from  the  jobber  or 
manufacturer  daily.  No  doubt  he  buys 
much  more  frequently  and  in  smaller 
amounts  relative  to  volume  of  business 
than  before.  On  the  other  hand,  he  buys 
many  more  different  items.  - There  has 
been  a vast  development  of  new  commod- 
ities and  there  has  ^en  a duplication  by 
means  of  competing  brands.  It  is  quite 
probable  that  his  average  inventory,  as 
compared  to  cost  of  sales,  is  no  less  and 
may  be  greater  than  in  former  times. 
Whether  or  not  this  is  true,  the  retailer 
who  has  not  narrowly  specialized  must 
today  carry  a large  reserve  stock  of 
goods  and  demand  a conveniently  avail- 
able supply  of  the  jobber  to  keep  a com- 
plete stock  on  his  shelves.  A reserve 
stock,  however,  is  inconsistent  with  rapid 
turnover. 

Two  primary  services  of  the  jobber 
have  been  considered  to  be  the  assem- 
bling and  storing  of  goods.  This  means 
that  the  jobber  must  carry  the  reserve 
supply,  of  commodities.  Hence  the  ware- 
house and  cold-.ctorage  system  that  has 
had  such  marvelous  development  in  re- 
cent years.  ” A definite  portion  of  the 
resources  of  civilization  is  always,  so  to 
speak,  ‘ in  storage.’ " But  the  storing  of 
goods  means  the  holding  of  goods.'  and 
the  holding  of  goods  is  the  reverse  of 
turnover.  It  is  the  very  fact  tbat  the 
jobber  does  not  practice  stock  turnover 
which  inake.<:  the  rapid  turnover  policy 
possible  for  the  retailer. 

Just  as  the  mail  order  house,  the  chain 
store  and  the  department  store  may  build 
their  own  storage  warehouses  and  keep 
their  own  reserves,  so  the  manufacturer 
may  stock  up  his  own  finished  goods.  But 
the  accumulation  of  reserves  slows  up 
stock  turnover  inevitably.  The  retail  de- 
partment may  show  quick  turnover  of. 
stock,  the  factory  may  achieve  rapid 
processing  of  goods,  yet  the  business,  as 


a whole,  will  have  slow  turnover.  In  the 
” roundabout  process  ” of  producing  eco- 
nomic goods  and  in  the  carrying  of  the 
surplus  of  seasonal  goods  for  distribution 
through  the  non-producing  period,  rapid 
stock  turnover  becomes  incompatible. 

Is  turnover  so  essential  to  business? 
Does  it  go  hand  in  hand  with  profit?  As 
a matter  of  fact,  the  rapidity  of  stock 
turnover  affects  only  certain  elements 
in  the  operating  expense  item.  Because 
the  number  of  turnovers  increases  as  the 
value  of  the  average  inventory  decreases 
relative  to  sales,  the  amount  of  invest- 
ment is  affected.  The  cost  of  insurance 
and  taxes  on  goods,  of  warehouse  space, 
and  perhaps  of  supervision,  would  be 
slightly  reduced.  Nevertheless,  stock 
turnover  has  no  direct  relation  to  gross 
profit,  is  not  the  dominating  element  in 
operating  expense,  and  does  not  go  hand 
in  hand  vnth  net  profit. 

IT^HE  figures  given  in  the  accompany- 
ing  table  were  taken  from  profit  and 
loss  statements  of  grocery  jobbers  for 
1920.  The  table  is  based  upon  the  num- 
ber of  stock  turn.s  arranged  on  an  ascend- 
ing scale  from  2.51  to  11.41  times.  In 
parallel  columns  are  given  the  corre- 
sponding gross  profit,  operating  ex- 
pense and  net  profit  or  net  loss.  The 
object  is  to  test  the  correlation  between 
the  number  of  stock  turns  and  each  of 
the  other  items. 


there  is  no  correspondence  between  the 
number  of  stock  turns  and  gross  profits. 
These  two  items  are  controlled  by  dif- 
ferent factors.  Between  operating  ex- 
penses and  the  number  of  stock  turns 
there  is  little  evidence  of  correlation, 
although  one  would  expect  to  find  it  here 
if  anywhere.  But  most  striking  of  all  is 
the  lack  of  rdation  between  the  number 
of  stock  turns  and  net  profits.  Turnover 
nnd  profit  do  not  go  hand  in  hand  here. 

Another  phase  of  this  problem  is  illus- 
trated by  the  following  table,  compiled 
by  the  Harvard  Bureau  of  Business  Re- 
search, which  shows  the  combined  experi- 
ence of  forty-three  grocery  jobbers 
through  a period  of  great  prosperity: 
Rale  or  6lo«k  Toro.  ISIO-ZO,  43  Firm* 

1916. .  . 6.0  times  1 1919. . . 6.0  rimes 

1917.. .  6.9  times  1 1920...  6.3  times 

1918.. .  5.2  times  I 

What  happens  to  stock  turn  in  periods 
of  rising  prices  and  prosperous  business? 
What  happens  in  a period  of  business  de- 
pression. As  the  report  from  which  the 
.table  is  taken  declares; 

These  figures  suggest  a tendency 
for  the  rate  of  stock  turn  to  slacken 
gradually  on  the  rising  market,  the 
rate  apjmrently  being  lowest  in  the 
year  of  highest  prices  and  greatest 
business  activity.  The  roirked  in- 
crease in  the  rate  of  stock  turn  in 
1920  reflects  the  decline  in  prices 
which  resulted  in  curtailment  of  buy- 
ing and  unusual  efforts  to  keep  in- 
ventories at  a low  point. 

There  is  also  undoubtedly  anoGier  im- 
portant factor,  namely,  the  cutting  down 
of  the  value  of  inventories.  A merchant 


can  increase  the  number  of  stock  turn.e 
in  bis  business  by  the  mere  act  of  liqui- 
dating, cutting  the  stock  to  replacement 
values. 

What,  then,  shall  be  said  of  the  >iK- 
nificance  of  stock  turnover? 


1.  Neither  gross  profits  nor  net 
profits  or  losses  are  determined  by 
the  number  of  stock  turns.  In  other 
words,  stock  turn  does  not  go  hand 
in  hand  with  profit  or  with  foas. 

2.  Some  items  in  operating  ex- 
pense, .such  a.s  investment,  insur- 
ance, taxes,  warehouse  space,  super- 
vision. arc  affected  by  the  size  of  the 
average  inventory.  The  size  of  the 
average  inventory  relative  to  the 
cost  of  goods  sold  is  measured  by 
the  turnover  figure.  To  this  extent 
a relation  exists  between  these  two 

3.  The  stock-turn  figure  is  not  a 
cause  but  a piece  of  evidence.  It  Ls  a 
shadow,  not  the  substance.  When 
kept  for  the  comple.x  business  unit 
as  a whole  it  affords  evidence  s.'s  to 
whether  the  capital  Invested  ha.<>,  on 
the  average,  been  at  work  during  the 
given  period.  It  doe-s  not  offer  a 
proof  as  to  whether  or  not  this  cap- 
ital ha.s  been  working  profitably,  or 
as  to  what  itcm.s  are  moving  fast  or 
slow.  The  essential  story  of  a busi- 
ness is  still  left  untold  when  a mere 
turnover  figure  is  had. 

4.  A turnover  figure  is  useful  for 
general  comparative  purposes.  The 
merchant  can  learn  from  a series  of 
such  figures  in  his  own  business 
whether  his  stock,  as  a whole,  is  get- 
ting out  of  line  with  his  sales,  and 
from  turnover  figure.^  for  an  indus- 
try whether  he  is  above  or  below  the 
average,  so  far  as  the  relation  of  his 
average  stock  on  hand  to  cost  of 
goods  sold- is  concerned.  Even  where 
these  facts  are  learned  the  question 
of  what  to  do  is  still  unanswered. 

6.  There  is  no  turnover  figure, 
however  useful,  that  will  relieve  a 
merchant  from  the  responsibility  of 
buying  goods  shrewdly,  of  hancTling 
and  accounting  for  goods  carefully, 
of  selling  his  goods  vigorou.sly.  A 
practical  stock  record  system  by  de- 
partments, a thorough  knowledge  of 
costs  and  an  intimate  acquaintance 
with  his  market  are  worth  more  to  a 
merchant  than  a thousand  stock  turn- 
over figures. 

6.  Rather  than  spare  no  effort  “ to 
increase  the  turnover  to  its  maxi- 
mum,” as  the  Federal  Trade  Com- 
mission suggests,  attention  should  be 
concentrated  on  the  more  significant 
and  essential  items.  These  are  the 
intelligent  pricing  of  i^oods,  the  ad- 
justment of  gross  profit  and  operat- 
ing expense,  the  buying  of  goods  for 
which  there  is  a present  or  coming 
market — that  is,  the  buying  of  goods 
that  .sell — the  r^uction  of  operating 
expenses  to  a minimum,  the  keeping 
of  accurate  and  detailed  lecords.  If 
^ese  things  are  done  a satisfactory 
stock-turn  figure  wQl  take  care  of 
itself. 

7.  The  real  point  that  should  be 
empha.<iizcd  in  a discussion  of  stock 
turnover  is  the  return  to  stockhold- 
ers in  a business.  Net  profit  or  loss 
is  figured  as  a percentage  of  net 
sales,  but  the  total  amount  of  profit 
available  for  dividends  in  its  relation 
to  the  amount  of  capital  stock  will 
determine  the  percentage  of  divi- 
dends. In  so  far  as  a high  rate  of 
turnover  indicates  a large  volume  of 
sales  on  a low  investment,  this  fig- 
ure become  interesting.  Even  here 
the  variation  is  so  great  that  a turn- 
over figure  dwindles  in  significance. 


v/ 


The  facts  and  arguments  presented  in 
this  article  will  justify  the  foregoing 
broad  generalizations. 


rpHE  Guaranty  Trust  Company  of  New 
York  has  been  appointed  Trustee 
under  the  Havana  Electric  Railway, 
Light  and  Power  Company  trust  agree- 
ment dated  Sept  1,  1921.  securing  an 
authorized  issue  of  $1,SOOJ)00  par  vidue 
five-year  7 per  cent  secured  convertible 
gold  notes  dated  Sept.  1.  1921,  and  ma- 
turing Sept  1.  1926. 

The  War  Finance  Corporation  an- 
nounced that  it  had  agreed  to  make  .m 
advance  of  $1,200,000  to  a cotton  grow- 
ers’ association  in  Arizona  for  the  pur- 
pose of  financing  the  domestic  sale  of 
cotton  and  $150,000  to  a co-operative 
association  in  California  for  the  purpose 
of  assisting  in  financing  the  exportation 
of  canned  fruits. 
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USINESS  conditions 
in  Canada  continue 
to  improve.  Reports 
from  all  the  prov- 
inces concur  in  this 
respect  The  im- 
provement is  natur- 
ally mo.st  pronounced 
in  such  seasonable 
lines  as  dry  goods, 
boot<  and  shoes  and  men’s  and  wo- 
men's wear.  A furtlier  favorable  in- 
dication is  the  obtaining  on  the  part  of 
the  retail  trade  of  a more  general  dis- 
position to  place  orders  for  future  de- 
liverj’.  The  improvement  is  also  extend- 
ing to  the  manufacturing  industries!,  and 
many  of  the  knitted  goods  and  woolen 
plants  are  being  worked  overtime.  At 
the  same  time  business  has  got  to  make 
considerable  further  improvement  until 
it  can  as  a whole  be  accounted  normal. 

According  to  the  reports  of  the  rail- 
ways, grain  shipments  from  the  Western 
prairie.s  are  .-hatkering  all  ptesnous  rec- 
ords. Vp  to  the  7th  inst.  shipments 
over  the  C.  P.  R.  of  wheat  alone  to  East- 
ern poults  exceeded  8,000.000  bushels, 
while  the  Canadian  National  Railways 
announce  that  shipments  are  heavier 
than  is  usual  at  this  time,  and  that  the 
movement  began  ten  days  earlier  than 
last  year. 

The  unexpected  snowfall  In  Saskatche- 
wan and  Alberta  naturally  created  some 
anxiety  as  to  its  possible  effect  on  the 
quality  of  the  grain  not  yet  threshed. 
Later  advices,  however,  indicate  that 
there  is  little  fear  of  serious  damage. 
It  is  estimated  that  in  the  central  and 
southern  parts  of  the  West  about  75  per 
cent  .of  the  wheat  has  been  thrashed, 
and  in  the  north  about  40  per  cent.  It 
i>  feared  that  heavy  rains  in  Manitoba 
may  have  a tendency  to  lower  grades  in 
that  province. 


The  improvement  in  general  business 
also  appears  to  be  extending  to  the  stock 
exchanges,  liading  being  somewhat 
broader  than  a week  or  two  ago,  while 
industrial  issues  have  in  several  in- 
.stances  made  a recovery  of  several 
points  from  the  low  figure.^  previously 
toudied.  ' 

The  outstanding  feature  of  the  bond 
market  tlii.s  week  is  the  sale  of  the  new 
§4,000,000  debenture  issue  of  Toronto’s 
Boani  of  Harbor  Commissioners.  The 
issue  ia  of  thirty-two-year  maturity  and 
bears  interest  at  4*^  per  cent.  The  price 
obtained  wa.-*  73.67  United  States  funds, 
which  means  a cost  to  tlie  harbor  board 
of  about  6.46  per  cent.  A syndicate,  com- 
po.sed  of  Lee,  Higginson  & Co.,  Boston; 
Bankers  Trust  Company,  New  York;  E. 
H.  Rollins  & Son,  Boston : Spencer 
Trask  & Co.,  New  York;  Warner  & Co.. 
Inc.,  New  York,  and  R.  A.  Daly  & Co., 
Toronto,  was  Uie  purchaser.  The  issue, 
which  completes  the  sole  of  $18,600,000 
of  the  $26,000,000  originally  authorized 
in  191S,  niJl  be  sold  in  the  United  States. 
Competition  for  the  issue  was  keen,  ten- 
ders being  received  from  eight  syndi- 
cates, in  each  of  which  American  bond 
houses  were  interested. 

Still  another  large  issue  for  which 
tenders  are  being  sought  is  that  of  the 
Ontario  Government.  It  amounts  to 
$10,000,000,  is  of  twenty-two-year  ma- 
turity, and  bears  interest  at  6 per  cent., 
with  interest  payable  in  Toronto.  Mon- 
treal or  Winnipeg.  The  issue  is  for  the 
purpose  of  financing  the  Government's 
necessities  until  the  end  of  October,  when 
the  fiscal  year  closes.  After  that  it  is 
expected  further  issues  will  be  neces- 
sary. 

New  bond  issue.s  in  Canada  during 
August  were  light,  the  total  for  Govern- 
ment, municipal,  railroad  and  corpora- 
tion only  amounting  to  $11,544,432.  com- 
pared with  $54,464,733  for  the  corre- 


sponding month  of  1920.  The  demand  for 
good  lionds  is  increasing  on  the  Canadian 
market,  and  dealci-s  ai-c  looking  for 
higher  prices,  and  particularly  in  Gov- 
ernment and  municipal  issues. 

Newsprint  mills  in  Canada  consider 
the  outlook  for  business  bright.  In  u 
special  i-oport  just  issued  by  the  Cana- 
dian Bulp  and  Paper  Association,  it  is 
pointed  out  that  the  situation  in  the 
United  States  warrants  the  belief  that 
exports  to  tliat  country  will  increase 
rather  than  diminish,  while  the  pending 
general  election  in  Canada  is  likely  to 
have  a stimulating  effect  upon  the  home 
market  demand,  One  of  the  principal 
corporations,  the  Abitibi  Power  and 
Paper  Company,  has  just  declared  its 
u.sual  quarterly  dividend  of  l )i  per  cent, 
on  the  preferred  stock.  Whalen  Pulp 
and  Paper  Mills.  Ltd.,  whose  product  is 
principally  kraft  paper,  announces  net 
profits  for  the  year  of  $680,603,  com- 
pared with  $323,575  the  proviou.s  year, 
while  current  assets  stand  at  $2,017,866, 
against  $1,162,747.  In  current  liabilities 
there  was  a decrca.se.  Total  assets  in- 
ciea.sed  during  the  year  from  $16,818,608 
to  $19,667,663.  Owing  to  depreciation  in 
value,  $300,000  was  written  off  book 
valuc.s,  cliiefly  on  logs  and  finished 
products.  It  had  been  anticipated  that 
this  week  would  see  an  announcement 
regarding  the  settlement  of  Uio  Riordan 
Pulp  and  Paper  Company’s  financial  dif- 
ficulties. But  so  far  this  has  not  been 
forthcoming.  In  the  meantime  the  claim 
of  one  of  the  contractor.s  for  $900,000 
has  reached  the  court-s,  but  it  is  held  that 
this  does  not  presage  simitar  action  on 
the  pert  of  other  creditors.  Rumor  is 
again  rife  that  the  company  will  sur- 
render to  the  bond  trustees,  who  will 
cither  dispose  of  the  assets  or  operate 
the  plant-s  for  a time. 

A statement  just  issued  by  the  Do- 


minion Bureau  of  Statistics  show.>i  that 
of  the  106,883,840  bushels  of  wheat,  oats, 
barley,  flux  and  rye  shipped  by  water 
from  the  elevators  at  Port  Arthur  and 
Foii  William  during  the  crop  year  end- 
ing August,  1920,  97,765,391  bushels 
were  consigned  to  Canadian  and  8,117,- 
949  bushels  to  United  States  porta.  Foi 
wheat  alone  the  figures  were  70,436,673 
and  1,367,387  bushcl.s  rc.apectivcly.  Dur- 
ing the  previous  season,  out  of  a total  of 
108,240,061  bu.shcls  of  gain,  100,634,478 
were  consigned  to  Canadian  and  7,221.- 
382  to  American  ports.  Four  ycar.s  be- 
fore, total  grain  shipped  to  United 
Statc.s  porU  was  192,588,364  bu.shcls  and 
to  Canadian  ports  137,878,296  bushels,  of 
which  wheat  alone  \vas  166,949,986  and 
91,082,702  bushels,  respectively. 

The  Chairman  of  the  Boar<l  of  Rail- 
way Commissioners  is  understood  to  be 
preparing  a report  dealing  with  the 
promised  readjustment  of  freight  rales. 
In  the  meantime,  however,  the  Canadian 
Railway  Association  announce.s  that 
since  the  blanket  reduction  of  6 per  cent, 
ordered  by  the  boartl  in  January,  up- 
wards of  1,460  rates  have  been  volun- 
tarily revised  and  reduced  by  the  rail- 
ways them.sclves.  Among  the  reductions 
are:  On  lumber  from  Briti.sh  Columbia  to 
Eastern  Canada,  26  per  cent,  on  livcT 
stock  between  all  Canadian  points,  9 to 
26  per  cent,  on  grain  and  grain  products 
for  export  from  the  head  of  the  lakes  via 
Montreal  and  other  Atlantic  ports,  6 to 
32  per  cent,  on  transeontineiitnl  rates  on 
forty-eight  staple  commodities,  and  1 
to  64  per  cent,  on  seventy-eight  com- 
moditic.s  shipped  to  con.suming  point.s  in 
the  United  States. 

Railway  earnings  for  the  first  week  in 
September  show  an  increase  of  7..1  per 
cent,  for  the  Canadian  National  and  u 
decrease  of  a little  over  I per  cent  and 
2.2  per  cent  for  the  C.  P.  R and  G. 
T.  R.,  respectively. 


Are  Discount  Rates  Due  for  a Further  Drop  ? 
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the  soundest  of  the  commercial  flota- 
tions or  the  flotations  of  foreign  munici- 
palities and  nations.  But  the  fact  re- 
mains, nevertheles.s.  that  where  some  ex- 
perts were  of  the  opinion,  not  many 
months  ago,  that  an  Increasing  interest 
rate  would  have  to  be  offered  to  market 
fioveninient  issues,  the  interest  rate  in 
reality  is  declining  and  may  before  long 
get  down  to  a 5 per  cent.  ba.sis  or  better 
on  all  kinds  of  Government  offerings. 

The  other  development  which  has 
served  to  reflect  the  better  conditions 
is  found  in  the  belief  that  a very  consid- 
erable amount  of  the  railway  equipment 
certificates  or  car  trust  certificates  now 
in  the  posses.sion  of  the  United  Stales 
Railroad  Administration  will  find  a 
market,  although  they  must  be  sold  at 
par  or  better,  carry  no  governmental 
guarantee,  and  pay  but  6 per  cent,  in- 
terest. It  should  also  be  stated  that 
there  is  no  law  which  permits  the  Gov- 
ernment to  pay  a commission  for  the 
purchase  of  these  certificates  by  private 
interests- 

Car  trust  certificates  are  certificates 
which  wore  given  to  the  Government  by 
the  railroads  from  time  to  time  as  col- 
lateral foi  moneys  advanced  for  equip- 
ment, and  the  Government  now  has 
almul  $38ii.9i)fp,00(i  worth  in  the  handi.  of 
the  Railroad  Administration.  Up  to  a 
<hort  time  ago  it  was  considered  im- 
prarltcable  to  atu-mpt  to  dispose  of  any 
of  these  certificates  because  of  the  con- 
•Htion  of  the  investment  market,  al- 
though many  of  them  were  issued  by 
railroads  whose  finances  are  ranke<l  aa 
.-numl.  In  fact.  President  Harding 
asked  Congress  to  extend  the  powera  of 
the  War  Finance  Corporation  to  handle 
the  financial  end  of  Ihi-  adjustment  of 
claims  of  the  carriers  and  against  the 


carriers,  largely  because  there  seemed 
little  hope  of  obtaining  sufficient  funds 
through  the  sale  of  railroad  trust  cer- 
tificates and  bonds  which  might  come 
into  the  bands  of  the  Government,  and 
it  would  therefore  be  necessary  for  the 
War  Finance  Corporation  to  employ 
other  moneys  available  to  it  for  that 
purpose,  and  hold  the  certificates  and 
bonds  of  the  carriers. 

But  now,  almost  over  night,  a start 
has  been  made  to  market  a portion  of 
the  railroad  certificates  held  by  the  Gov- 
ernment to  test  out  conditions.  The  first 
deal  was  found  in  the  announcement  on 
Sept  12  that  Kuhn,  Loeb  & Co.  had  pur- 
chased $7,600,000  worth.  These  were 


rpHE  July  report  of  the  State  Bank  of 
Norway  shows  that  the  note  circula- 
tion ha.<)  increased  from  418,000,000 
kroner  per  June  30  to  428,000,000  kroner 
per  July  30. 

On  the  exchange  market  there  have 
been  greater  fluctuations  than  for  a long 
time.  Sterling  rose  during  the  month 
of  July  from  26.20  to  27,93  and  the  dol- 
lar from  7.03  to  7.83.  The  chief  cause 
of  this  vise  is  that  in  the  middle  of  the 
month  large  amounts  of  the  exchanges 
mentioni^d  above  were  needed  to  pay  for 
older  goods  which  had  not  been  settled 
for  previously  in  the  anticipation  of  a 
fall  of  the  exchange.  In  spite  of  the  low 
rate  of  the  Norwegian  krone  on  tho  ex- 
change market  an  easier  money  market 
is  observed  in  the  domestic  field.  On 
July  6 the  rate  of  discount  was  reduced 
to  6^  per  cent.,  and  in  consequence 
after  July  18  some  of  the  loading  pri- 
vate banks  reduced  the  interest  rate  on 


certificates  in  blocks  of  $1,500,000  each 
against  the  Atchison;  Chicago,  Burling- 
ton & Quincy;  Norfolk  & Western;  Cen- 
tral Railroad  of  New  Jersey  and  South- 
ern Pacific.  They  were  sold  to  the  bank- 
ing firm  at  par  and  accrued  interest  on 
a 6 per  cent,  basis. 

The  amount  involved  was  relatively 
small,  but  the  fact  that  the  Government 
found  a bidder  for  them  was  accepte<l  as 
encouraging  and  as  indicating  that  the 
market  was  gradually  reaching  a more 
healthy  condition.  Such  an  offering, 
which  docs  not  carry  with  it  a Govern- 
ment guarantee,  probably  would  have 
been  impossible  of  flotation  on  a par 
basis  at  6 per  cent,  yield  not  long  ago. 


deposits  one-half  of  1 per  cent.  This 
step  taken  by  the  private  hanks  is  large- 
ly due  to  the  fact  that  lately  there  has 
been  an  increasing  supply  of  money. 

The  reduction  of  the  rate  of  discount 
was  followed  by  a veiy  firm  bond  and 
stock  market.  Particularly  thq  shipping 
stock  market  has  shown  more 'activity 
because  of  the  fact  that  sevefil  of  the 
ships  laid  up  have  again  been  put  in 
operation.  Another  contributing  factor 
is  the  fact  that  \he.  claims  of  the  so- 
called  “ Chrrstianifi  group  ” on  tho 
United  Stales  Shipping  Board  are  now 
to  be  arbitrated  at  the  Hague  tribunal. 

The  fisheries  this  year  have  yielded 
medium  profits  and  the  export  for  tfio 
first  Iralf  of  1921  is  about  the  same  as 
during  the  same  period  of  last  year.  Of 
herring  the  export  has  been  less  than 
last  year  on  account  of  the  falling  prices. 
On  the  other  hand,  the  export  of  klip- 
fish  is  somewhat  larger  than  last  year. 


The  outcome  of  the  deal  is  being  awaitt-d 
with  great  interest  to  determine  whethei 
it  may  be  considered  the  forerunner  of 
much  larger  sales  of  these  certificate.v 

It  is  pointed  out  that  if  it  were  po.s.'n- 
ble  to  sell,  say  $201), 000,000  worth  ul 
these  certificates,  the  Government  would 
be  in  a position  to  settle  many  of  Ihi- 
pending  claims  and  cany  over  the  rail- 
way adjustment  program  for  the  pn’sent 
without  looking  in  other  directiom,  foi 
funds.  The  money  obtained  by  the  sale 
of  these  certificates  is  to  be  applied  to 
payments  to  the  carriers.  This,  it  I.-! 
contended,  will  help  solve  unemployment, 
stimulate  industry  and  generally  prove 
a contributing  factor  to  speeding  read- 
justment and  bringing  down  money  rates 
to  a more  normal  basis. 

The  establishment  of  the  Federal  Re- 
serve System  and  the  flotation  by  the 
Government  of  many  hundred.s  of  mil- 
lions of  Treasury  notes  and  certificate.* 
has,  in  the  opinion  of  some,  brought 
about  a new  situation  in  the  financial 
market  where  the  basis  of  discount  rate?. 
is  concerned.  Commercial  paper  is  no 
longer  regarded  as  the  criterion,  the  ba-si.- 
being  Government  certificates,  whore  no 
credit  risk  is  involved,  ami  bankers'  ar 
ceptances,  in  connection  with  which  tin 
credit  risk  is  negligible.  The  fact  that 
bankera’  acceptances  are  being  dis- 
counted at  6li  per  cent,  in  the  open  ma‘ 
ket  is  still  another  indication  that  the 
time  is  arriving  when  Federal  Reserve 
Bank  rates  may  come  down.  'I'he  time 
may  not  be  far  away  when  the  going 
rate,  ns  based  on  the  discounting  of 
Government  certificates  and  banker.^’  ue 
ccptances  and  Uic  Federal  Uesi-rvc  raU', 
will  have  reached  the  6 pei  cent,  lex  cl  a> 
a general  proposition. 


July  Report  of  the  Bank  of  Norway 
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No  Financial  Moses  Need  Apply 


IMONG  the 
J subjects  of  Inmen* 

Ah  tation  in  big  busi- 
H ness  circles  r 

H than  the  notion 
I that  the  t 

crying  in  vain  for 
financial  Moses 
to  lead  the  nation 
out  of  the  wilderness  of  present-day  bus- 
iness difficulties. 

“ Where  is  the  man  big  enough  to  take 
the  late  J.  Pierpont  Morgan’s  place?  ” is 
the  question  that  has  been  asked  over 
and  over  again. 


It  is  the  obvious  thing  to  say  and  it 
sounds  important.  Each  discoverer  of 
the  idea  embellishes  it  after  his  own 
taste,  and  all  arrive  at  the  lament  that 
there  is  no  bonking  leader  big  enough 
to  wear  the  Morgan  mantle  today. 

But  the  plain  fact  of  the  matter  is 
that  never  before  was  the  United  States 
less  in  need  of  a financial  leader.  Thin^ 
are  not  done  that  way  now.  There  is  not 
much  of  literary  heroics  about  this  way 
of  putting  it,  but  an  analysis  of  the  prac- 
tical facts  of  the  case  will  demonstrate 
its  truth. 


Furthermore,  not  only  is  there  no  need 
for  such  a financial  Mose,  but  also  the 
development  of  such  a figure  would  be 
absolutely  contrary  to  the  trend  of  the 
times,  and  entirely  out  of  keeping  with 
the  present  structure  of  business  and 
finance  in  the  United  States.  We  run 
finance  differently  now  and  also  better. 
It  is  just  os  impossible  for  a new  Morgan 
to  arise  under  conditions  existing  in  the 
United  States  today  as  it  would  be  for 
a snow  man  to  thrive  in  Wall  Street  in 
August. 

* When  J.  Pierpont  Morgan  was  in  pow- 
er he  ruled  perhap.s  the  greatest  finan- 
cial empire  the  world  has  ever  seen.  He 
was  the  senior  autocrat  of  an  inner 
group  of  banks  and  bankers  who  direct- 
ly and  indirectly  exercised  through  par- 
tial or  absolute  control  in  many  finan- 
cial institutions  through  their  stock- 
holdings, through  voting  trusts,  intei^ 
locking  Directorates  and  many  other  de- 
vices, a vast  dominion  over  business,  in- 
dustry and  finance. 

The  members  of  this  inner  group  com- 
manded by  Morgan  held  116  Director- 
ships in  34  banks  and  trust  companies 
who.se  total  resources  amounted  to  $2,- 
679,000,00. 

They  held  30  Directorships  in  10  in- 
surance companies  having  total  assets 
of  $2,293,000,000. 

They  held  105  Directorships  in  32 
transpoi-tation  systems  with  a total  cap- 
italization of  $11,784,000,000,  and  a total 
mileage  of  150,000. 

They  held  63  Directorships  in  24  pro- 
ducing and  trading  corporations  vnth  a 
total  capitalization  of  $3,339,000,000. 

They  held  25  Directorships  in  12  pub- 
lic utility  corporations  having  a total 
capitalization  of  $2,160,000,000.  In  all,  in 
other  words,  they  held  at  least  341  Di- 
rectorships in  112  corporations  having 
asgregate  resources  or  capitalization  of 
$22,245,000,000,  and  how  much  more  the 
record  does  not  show. 

In  addition  this  inner  group,  consist- 
ing of  three  great  dominant  banking 
houses,  was  intimately  allied  with  three 
great  inve.stment  houses,  and  in  the 
course  of  eight  years  these  six  and  their 
associates  bought  or  underwrote  nearly 
300  .security  issues  totaling  over  $3,600,- 
000,000,  their  operations  comprising  vir- 
tually every  financial  operation  of  ma- 
jor importance  conducted  in  the  United 
Stotes  during  that  period.  These  opera- 
tions were  put  through  with  an  entire 
absence  of  competition.  When  Govern- 
ment investigation  brought  out  and  au- 
Ihvniicutcd  this  much  of  the  story,  it 
irked  tlu*  public  mind  ns  it  bad  seldom 
been  irked  before,  and  Morgan  was  as- 
sailed as  a money  tyrant. 

It  gave  a great  impetus  to  radicalism, 
it  was  kerosene  to  the  flames.  But  with 
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that  money  trust  controversy  as  sruch  we 
are  not  concerned  at  present. 

The  point  to  be  made  here  is  that,  dif- 
ferently from  today,  there  existed  in 
Morgan’s  day,  whether  rightly  or  wrong- 
ly, whether  detrimentally  or  beneficially 
to  the  public  weal,  such  a great  and  ac- 
tual concentration  of  the  banking  and 
financial  machinery  of  the  country  that 
a dominant  personal  leadership  was  es- 
sential, merely  from  the  point  of  view  of 
common  safe^.  Weak,  vacillating  or  un- 
defined leadership  would  have  meant 
ruin  to  the  nation's  financial  structure. 
Indeed,  the  Morgan  inUuence  and  power 
were  about  the  only  elements  of  stability 
in  the  situation.  The  American  banking 
systero,  lacking  as  it  then  did  anything 
like  a centralized  co-ordinating  influ- 
ence, would  have  been  even  more  chaotic 
than  it  was  in  time  of  stress  had  there 
not  been  some  such  centralization  of 
power  under  strong,  individual,  howbeit 
broad-visioned  leadership  as  was  repre- 
sented by  Mr.  Morgan. 

It  might  even  be  argued  that  in  those 
days,  with  30,000  bonks  utterly  unor- 
ganized, the  Morgan  leadership  repre- 
sented too  little  control  rather  than  too 
much.  It  was  notorious  that  in  times  of 
trouble  it  was  a case  of  every  bank  for 
itself,  with  no  co-ordination,  no  real 
broad-minded  application  of  financial  re- 
sources to  the  situation  in  the  most  ef- 
ficient way  to  meet  the  emergency  for 
the  best  interests  of  banking,  business 
and  the  country  as  a whole. 

Such  co-operation  for  the  general  good 
as  did  occur  occurred  chiefly  as  a result 
of  the  community  of  interest  that  existed 
within  this  great  dominant  centraliza- 
tion of  industry  and  finance  imder  Mor- 
gan's* command,  and  it  was  in  Wall 
Street  that  steps  were  always  taken  “ to 
save  the  situation.”  Had  the  immense 
banks  and  other  great  organizations  un- 
der his  direction  engaged  in  the  same 
internecine  strife  as  occurred  among 
banks  outside  of  the  ring  and  between 
different  parts  of  the  country,  the  na- 
tion would  have  seen  even  worse  panics 
than  it  did  see. 

This  is  in  no  sense  a defense  of  the 
so-called  money  trust  The  worst  that 
has  ever  been  said  about  the  money 
trust  may  be  admitted  to  be  true  with- 
out impairing  the  point  intended  to  be 
made  here.  It  may  be  assumed  that  it 
oppressed  and  discriminated  against 
weaker  banks  outside  of  the  dominant 
groups.  It  may  be  granted  that  it  vir- 
tually eliminated  competition  from  the 
financial  field.  Furthermore,  it  may  be 
allowed  that  autocratic  control  of  finance 
and  industry  in  the  United  States  was 
in  the  hands  of  a very  small  group  of 
men,  responsible  to  nothing  but  their 
own  consciences,  and  that  that  was  a 
thoroughly  anti-social  situation.  But  the 
more  such  a situation  existed  the  more 
e.ssential  was  it  that  this  dangerously 
great  and  irresponsible  aggregation  of 
power  be  under  the  masterful  control  of 
strong  personal  leadership  with  the  vis- 
ion and  wisdom  of  a Morgan.  There 
might  have  been  better  leadership,  but 
definite  leadership  of  some  sort  was  es- 
sential. 

Happily  since  that  day  there  have  been 
fundamental  changes  in  the  financial 
structure  of  the  country.  We  have  no 
longer  a great  irresponsible  financial 
empire  within  the  body  politic  requiring 
a benevolent  despot  to  run  it  with  a 
strong  hand  lest  it  wreck  itself  or  the 
country. 

For  one  thing,  the  system  of  interlock- 
ing Directorates  among  financial  institu- 
tions has  been  destroyed  by  law,  so  that 
it  is  now  impossible  to  concentrate  dicta- 
torial control  of  a great  system  of  bonks 
under  one  centralized  power.  The  banks 
of  the  United  States  today  represent  free 
and  independent  institutions,  absolutely 
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autonomous  in  their  management.  Such 
relationships  as  exist  between  them  are 
purely  open  business  alliances  for  spe- 
cific transactions. 

It  may  be  argued  that  there  is  still  al- 
most as  great  concert  of  action  among 
them  as  ever  in  syndicating  security  flo- 
tations. But  this  concert  of  action  is  not 
because  of  the  autocratic  dictation  of  one 
man  or  of  a small  group  of  men;  bank- 
ei-8  now  enter  syndicates  as  free  agents, 
and  their  action  is  guided  by  business 
friendships,  by  established  confidence 
and  by  considerations  of  expediency  and 
efficiency. 

T>  UT  more  important  is  the  fact  that 
•*-*  while  there  has  been  emancipation 
of  banking  in  respect  to  management, 
there  has  been  establish^  a systematic 
co-ordination  of  the  banks  as  a whole 
in  respect  to  the  science  of  banking.  Un- 
der national  auspices  and  under  the  lead- 
ership of  a public  body  more  than  70  per 
cent,  of  the  nation’s  total  banking  re- 
sources are  now  marshaled  in  a great 
federation  which  is  absolutely  clear  of 
private  domination,  which  contains  no 
inner  ring  and  which  leaves  every  mem- 
ber free  to  run  its  own  affairs. 

Its  sphere  of  activity  relates  strictly 
to  scientific  banking  principles,  and  does 
not  invade  the  field  of  private  manage- 
ment. For  instance,  the  $3,200,01)0,000 
stock  of  monetary  gold  in  the  country 
is  now  treated  as  a great  national  util- 
ity. It  is  pooled  for  the  general  good,  and 
constitutes  the  sound  money  reserve  un- 
derlying the  whole  credit  and  currency 
structure  of  the  country.  In  the  old  dayS 
each  bank  held  its  own  gold  reserves,  and 
at  the  approach  of  trouble  hoarded  af?d 
impounded  for  its  own  use  as  much  of  the 
metal  as  it  could,  and  the  strongest  banks 
got  the  most  while  the  weakest  sank  or 
swam  as  best  they  conid;  In  tbe  present 
day  the  nation’s  total  gold  stock  serves 
as  the  reserve  for  all  banks  equally. 

In  a chaotic  situation,  such  as  fonlier- 
ly  existed,  strong  individaal  leadership 
with  the  command  of  sufficient  resources 
to  support  weak  spots  was  needed.  The 
Government  was  powerless  to  do  much. 
In  the  panic  of  1907  $250,000,000  worth 
of  Clearing  House  certificates  were  is- 
sued by  the  banks  as  private  organiza- 
tions to  relieve  the  money  stringency, 
and  that  was  an  operation  that  required 
private  leadership— leadership  that  the 
Government  of  the  United  States  leaned 
upon  on  occasion,  notably  when  in  1895 
it  turned  to  the  dominant  unit  in  the 
money  trust,  and  was  supplied  by  it 
with  $62,000,000  in  gold  through  flota- 
tion of  bond  issues  to  restore  the  United 
States  Treasury  surplus  to  $100,000,000. 

But  more  important  than  the  best  use 
of  the  nation’s  gold  reserve  and  many 
other  technical  operations  which  the 
present  co-ordination  of  the  country’s 
banks  enables  banking  to  carry  out  aS 
a public  function  is  the  way  in  which 
the  present-day  unified  banking  reports 
make  dear  to  the  eyes  of  all  bankers 
the  exact  condition  of  the  financial  seas. 

In  the  dark  ages  a banker  might  know 
all  about  the  position  of  his  own  institu- 
tion, but  there  was  a big  element  of 
guesswork  as  to  what  others  were  doing, 
particularly  for  those  outside  the  Mor- 
gan empire.  He  might  know  that  his 
own  bank  was  in  a sound  position;  that 
his  credit  was  not  overextended;  that  his 
reserves  were  ample;  that  his  customers 
were  meeting  their  obligations  regularly, 
and  that  their  business  was  justifying 
the  amount  of  bank  credit  they  were 
obtaining  from  him,  but  he  could  not 
gauge  accurately  the  position  of  banking 
as  a whole.  He  could  not  watch  care- 
fully the  expansion  of  credit  in  relation 
to  business,  and  he  could  not  take  steps 
to  co-operate  with  his  fellow-bankers  to 
stop  inflation.  This  blind  condition  has 
been  succeeded  by  one  in  which,  from 


week  to  week,  the  country’s  total  banking 
position  is  mode  clear  from  the  data  is- 
sued by  the  Federal  Reserve  Board.  Each 
week  every  banker  can  see  how  much 
gold  reserve  there  U.  Each  week  he  can 
sec  how  much  total  credit  there  is.  Each 
week  he  can  .see  the  exact  stole  of  the 
currency.  From  week  to  week  he  can 
watch  the  expansion  and  contraction  of 
credit  and  currency  in  keeping  with  the 
rise  and  fall  of  business,  and,  more  than 
that,  the  means  arc  placed  in  every  in- 
dividual banker’s  hands  to  play  a pan 
in  expanding  or  contracting  the  currency 
in  keeping  with  current  business  needs. 

The  point  of  which  is  this,  that  IhiV 
making  clear  of  the  facts  and  require- 
ments of  the  situation  for  all  bankers 
to  sec  has  largely  supei-scded  the  need 
for  individualized  personal  Icadership. 
An  observance  of  the  plain  dictates  of 
banking  prudence  by  all  bankers  is  now 
possible,  and  universal  obedience  to  thc.ve 
Bound  principles  will  give  the  banking 
system  of  the  country  the  neces-sary  uni- 
ty of  action  such  as  could  not  be  achiev- 
ed under  any  conceivable  individual  lead- 
ership. In  other  words,  each  banker,  a.-, 
is  the  pilot  of  a boat,  is  furnished  with 
an  open  and  plain  chart  to  steer  by. 
What  is  needed  and  what  has  happened 
is  that  the  bankers  of  the  country  the^e 
days  are  each  pilots  of  their  own  boato 
in  accordance  with  their  own  reading 
of  the  chart,  and  not  in  accordance  with 
the  dictation  of  some  dominant  supei- 

THE  country’s  leading  banks  say  those 
with  resources  of  $100,000,00  ur 
more,  nearly  as  many  of  which  are  lo- 
cated outside  of  New  York  os  are  in  the 
metropolis,  are  commanded  by  men  whose 
average  age  is  about  55  years,  who  on 
the  average  have  been  in  banking  about 
thirty  years,  and  who,  in  the  great  ma- 
jority of  cases,  began  as  mcssenger.<i  or 
clerks  and  have  worked  their  way  up 
step  by  step  in  the  practical  business  of 
banking.  A great  many  more  of  them 
were  bom  in  small  towns  than  in  big 
cities.  On  the  average  the  President  of 
these  thirty-five  or  forty  greatest  banks 
have  been  at  the  head  of  their  institu- 
tions for  the  last  nine  year.s.  There  are 
several  among  them  who  stand  out  be- 
cause of  individual  ability,  but  there  is 
none  among  them  whose  power  in  bonk- 
ing extends  beyond  tlic  walls  of  his  own 
bank.  Their  years  of  experience  have 
taught  them  the  requiremenLs  of  .'^und 
banking;  their  years  of  authority  have 
filled  them  with  independence  of  spirit, 
and  their  years  of  responsibility  have 
made  them  realize  how  essential  it  Ls  to 
the  welfare  of  the  nation  that  banking 
as  a whole  be  actuated  by  unifonn  prin- 
ciples of  prudence  and  constructive  busi- 
ness policies. 

It  is  a day  of  the  leadership  of  prin- 
ciples rather  than  of  an  individual,  which 
is  more  in  keeping  with  the  genius  of 
America  than  was  that  type  of  financial 
leadei'ship  which  was  autocratic.  No 
matter  how  beneficent  dominant  indi- 
vidual leadership  might  be,  public  antag- 
onism against  it  would  be  inevitable. 

Nu  financial  Moseses  need  apply,  be- 
cause they  are  not  needed.  They  need 
not  apply  because  they  are  not  wanted. 
They  need  not  apply  because  we  have  a 
much  better  way  of  doing  things. 

This  new  situation  is  good  for  the 
country,  but  it  is  bad  for  radicalism.  It 
does  not  give  soapbox  oratory  any  great 
outstanding  head  to  knock  down. 


Announcement  is  made  of  the  forma- 
tion of  the  firm  of  Weilepp-Bniton  & 
Co.,  with  offices  in  the  Munsey  Build- 
ing, Baltimore,  'fhe  firm  will  engage  in 
investment  banking  business,  speciali'’-- 
ing  in  Baltinore  securities. 

The  Guaranty  Trust  Company  of  Now 
York  has  been  appointed  transfer  agent 
and  registrar  of  stock  of  the  Armstead 
Snow  Motors  of  the  United  Stotes.  and 
registrar  of  the  stock  of  the  Producers 
Finance  Corporation. 
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CAPITAL, 

SURPLUS 

UNDIVIDED 
PROFITS  ' 
$106,352,654.07 


THE  NATIONAL  CITY  BANK 

OF  NEW  YORK 

AND  BRANCHES 

Condensed  Statement  of  Condition  as  of  September  6»  1921 
ASSETS 

CASH  on  Hand,  in  Federal  Rwenre  Bank,  dun 
from  Banks,  Banfcera  and  U.  S.  Traaaurar  . . eiga^isja 

Acceptmcef  Of  othw  Banks 2,121,469.26  »184,350jl5.i» 

X/Oans  and  Biacounts  ...••••••  $513,697,316.77 

United  States  Bonds,  other  Bonds  and  Securities 
Stock  in  P^eral  Reserve  Bank  . 

Banking  House  . . ■ 

Items  in  Transit — Foreign  Branches 
Customers*  Liability  Account  of  Acceptances.^ 


2,550,000.00  550,135.104.12 

5,060,000.00 
4,124.665,05 

V.uareincrs  *,wuu.»jr  

Other  Assets  5,Z44,012,>« 


LIABILITIES 

Capital,  Surplus  6hd  Undivided  Profits 

Deposits 

Reserves  (for  Taies,  Interest  Accrued,  et  cetera)  . „ . 

Unearned  Disconnt 

Circulation 

Due  to  Federal  Reserve  Bank  , . . . . . • • . 

Other  Bank  Acceptances  and  Foreign  Bills  sold  with  our 

Endorsement • 

Acceptances,  Carfs  Letters  of  Credit  and  Travelers  Checks 

Bonda  Borrowed 

Other  Liabilities  . 


TOTAL 


. 1106,352,654.07 
. 56i.97B.S24.00 
..  7.593.277.49 

2.360,357.19 
„ 1,230,597.50 

. 40.600.000.00 

. 20.878,268.43 

, 36.588,075.64 

. 2,078,000.00 

. 2,185,921.90 


■ 1781.845,97622 


Guaranty  Trust  Company 
of  New  York 


1 40  Broadway 


GRAND  ST.  OFFICE 
268  Craad  Si. 


Condensed  Slatement.  September  6,  1921 
RESOURCES 

Cash  on  Hand,  in  Federal  Reserve  Bank 

and  Due  from  Banks  and  Bankers;  . $140,655,042.81 

U.  S.  Government  Bonds  and  Certificates  34,334,744.98 

Public  Securities.  £4,254,160.72 

Other  Securities..  30,780,662.43 

Loans  eind  Bills  Purchased - 331,835,774.41 

Real  Estate  Bonds  and  Mortgages 2,674,016.67 

Foreign  Exchange 2,008,068.16 

Credits  Granted  on  Acceptances.  . . . 25,176,540.91 

Real  Estate  8,658,083.41 

Accrued  Interest  and  Accounts  Receivable  10,233,241.90 
$610,610,336.40 


LIABILITIES 


Capital . 

Surplus  Fund. 
Undivided  Profits. 


$25,000,000.00 

15,000,000.00 

1,13L464.93 


Accrued  Dividend 

Accrued  Interest  Payable  and  Reserves  for 
Taxes  and  Expenses,  and  Other  Liabili* 
ties. 

Notes,  Bills,  and  Acceptances  Redis- 
counted with  Federal  Reserve  Bank 


Acceptances — New  York  Office.. 

Foreign  Offices 

Outstanding  Treasurer’s  Checks. 
Deposits . 


21,324.262.72 

50.250.462.85 

6,608,500.00 

19,905,208.81 

5,271,332.10 

17,103,134.55 

448,265,970,44 
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A Year  of  Financial  Regeneration 


By  John  Oakwood 


to  the  call  of  the  Federal  and  State 
banking  officials  aa  for  Sept.  S,  1921, 
with  similar  statements  i.<»ued  for  the 
end  of  December,  1920.  These  figures, 
combined  with  collateral  data,  show 
clearly  that  the  year  1921  is  unmistalc- 
ably  one  of  financial  regeneration. 

They  show  that  the  flimsy  and  peril- 
ous financial  structure  of  1920,  charac- 
terized as  it  was  by  swollen  inventories, 
inflated  prices,  an  over-extended  bank- 
ing situation  almost  overwhelmed  by 
non-liquid  credits,  and  by  many  other 
elements  of  weakness,  has  been  replaced 
by  a staunch  and  well-knit  financial  po- 
sition. A firm  basis  has  been  prepared 
for  commerce,  finance  and  industry  to 
build  a new  era  of  prosperity. 

Talcing  the  banking  situation  in  gen- 
eral as  revealed  in  the  data  of  the  Fe<l- 
cral  Reserve  system,  the  following  sig- 
nificant facts  stand  out: 

At  the  end  of  December,  1920,  the 
total  gold  reserves  of  the  Federal  Re- 
serve Banks  amounted  to  $2,059,000,000. 
On  Sept.  7,  1921,  the  day  after  the  cur- 
rent State  and  national  calls,  the  gold 
reserves  totaled  $2,656,000,000;  that  is. 
a gain  of  $597,000,000,  or  28.9  per  cent 

In  the  same  period  the  borrowings  of 
member  banks  at  the  Federal  Reserve 
Banks  were  deflated  from  $2,719,000,000 
to  $1,608,000,000,  a drop  of  $1,211,000,- 
000,  or  44.6  per  cent. 

Also  in  the  same  period,  paralleling 
this  contraction  of  credit,  there  has  been 
a correlative  contraction  of  currency. 
The  volume  of  Federal  reserve  notes  in 
actual  circulation  fell  from  $3,346,000,- 
000  at  the  end  of  December,  1920,  to 
$2,618,000,000  on  SepL  7.  1921,  a de- 
crease of  $827,000,000,  or  24.7  per  cent 

Passing  from  these  changes  in  the 
data  of  the  central  banks  of  the  country, 
the  improvement  in  banking  in  general 
is  typified  in  the  <!ata  of  the  reporting 
member  bonks  of  the  Federal  Reserve 
.system.  Deflation  in  the  position  of  the 
banks  is  shown  by  the  fact  that  in  De- 
cember the  total  loans,  discounts  and 
investments  of  the  reporting  banks 
were  $16,740,000,000,  while  on  Sept  7, 
1921,  they  were  $14,730,000,000,  or  a 
drop  of  $2,010,000,000,  or  12  per  cent 
,!n  this  period  the  deposits  of  these 
banks  decreased  from  $13,779,000,000  to 
$12,896,000,000,  a drop  of  $883,000,000. 
or  6,4  per  cent  Accommodation  at  the 
Federal  Reserve  Banks  decrea.sed  in  this 
period  from  $2,102,400,000  to  $979,600,- 
000,  a decrease  of  53.4  per  cent. 

These  deflationary  tendencies  in  the 
banking  position  of  the  country  at  large 
have  been  particularly  marked  in  the 
case  of  the  New  Yoik  banks,  so  that  the 
heart  of  the  nation's  financial  system 


lias  also  made  rapid  progress  toward  a 
sound  condition. 

TN  December,  loans  and  investments  of 
New  York  City  banks  and  trust  com- 
panies stood  at  $5,861,000,000  On 
Sept.  3,  which  was  the  last  business  day 
before  the  current  call  of  condition,  they 
stood  at  $4,969,000,000,  a drop  of  $892,- 
000,000,  or  15.2  per  cent.  At  the  same 
time  the  deposits  of  these  New  York 
banking  mstitutiODs  held  up  well,  de- 
mand deposits  dropping  in  this  period 
from  $4,566,000,000  to  $4,231,000,000,  a 
decrease  of  but  $335,000,000,  or  7.3  per 
cent 

Particularly  significant  of  deflation  is 
the  fact  that  between  December  and 
September  the  borrowings  of  member 
banks  at  the  New  York  Federal  Reserve 
Bank  decreased  from  $904,000,000  to 
$370,000,000,  a drop  of  $634,000,000,  or 
a decrease  of  no  less  than  69  per  cent, 
in  this  item. 

With  this  general  background  of  im- 
provement a picture  comparing  the 
actual  condition  of  a number  of  New 
York  banks  and  trust  companies,  repre- 
sentative of  various  types  of  business,  in 
September  with  their  condition  in  De- 
cember is  interesting.  Table  II.  makes 
this  comparison. 

The  above  data,  in  the  columns  of 
loans  and  discounts,  show  a consistent 
and  extensive  deflation  of  bank  credit 
The  shrinkage  here  reflects  several  im- 
portant factors.  One,  of  course,  is  the 
stagnation  of  business,  depressing  the 
volume  of  accommodation  required  by 
commerce  and  industry  to  carry  on  the 
present  reduced  scale  of  activities.  An- 
other somewhat  more  con.structive  factor 
is  that  there  has  been  considerable,  al- 
though by  no  means  as  much  as  might 
be  vrished,  liquidation  of  frozen  credits. 
Still  more  constructive  is  the  fact  that 
price  deflation  has  made  it  possible  to 
carry  on  new  business  with  a smaller 
volume  of  credit  and  therefore  with  less 
strain  on  banking  resources.  These  are 
the  three  main  elements  contributiDg  to 
the  deflation  visible  above,  although  the 
funding  into  bond  issues  of  current  debts 
and  other  measures  have  also  played  an 
important  part. 


Particularly  constructive  are  the  ex- 
hibits in  the  column  of  accommodation  at 
the  Federal  Reserve  Bank.  In  every 
case  where  indebtedness  existed  here 
the  banks  have  been  able  to  make  large 
reductions,  carrying  on  business  more 
largely  upon  their  own  resources.  A re- 
duction of  more  than  $100,000,000,  it 
will  be  noted,  was  effected  by  the  Na- 
tional City  Bank. 

Perhaps  the  most  interesting  column 
is  that  of  surplus  and  undivided  profits. 
Despite  the  fact  that  there  has  been  a 
steady  decline  in  business,  as  rejected 
in  loans  and  in  deposits,  these  banks 
cited  above,  with  two  conceptions,  have 
incr^sed  their  surplus  and  undivided 
profits  account  while  eontinaing  estab- 
lished dividend  disbursement  It  shows 
how  successfully  they  were  able,  as  a 
whole,  to  weather  the  recent  financial 
storm.  The  hardest  hit  was  apparently 
the  Guaranty  Trust  Company,  which 
here  shows  a reduction  in  surplus  and 
undivided  profits  of  $10,944,000;  in  an- 
ticipation of  further  possible  losses  the 
company  recently  announced  that  it  had 
set  up  a special  reserve  of  $15,000,000. 
The  adjustment  of  this  bank’s  position 
undoubtedly  removes  one  of  the  great 
uncertainties  in  the  finandal  situation, 
and  contributes  materially  to  stabilizing 
it  as  a whole. 

TN  addition  to  specific  technical  bank- 

ing  figures  cited  above  as  indicating  a 
general  realignment  of  the  financial  po- 
sition there  are  a number  of  collateral 
aspects  of  the  situation  that  have  an 
equally  signiricant  bearing.  For  in- 
stance, this  great  improvement  in  bank- 
ing has  been  broughtt  about  despite  the 
special  difficulties  that  were  expected  to 
arise  this  year  in  connection  with  crop- 
moving  requirements.  As  pointed  out 
by  the  Federal  Reserve  bulIetiD,  the 
regular  crop-moving  problem  was  com- 
plicated at  this  season  by  the  unusually 
heavy  carry-over  of  products  of  the  1920 
season.  This  placed  upon  the  banks  the 
necessity  of  providing  for  the  financing 
for  extraordinary  amounts  of  those  un- 
marketed portions  of  the  1920  crops  for 
a longer  period  than  usual,  as  well  as 


for  the  current  production  of  the  present 

A picture  of  this  carry-over  problem 
is  shown  in  Table  1.,  figure.s  of  the 
Department  of  Agriculture,  indicating 
the  quanUtics  of  products  on  farms  on 
March  1 of  this  year,  as  compared  with 
1920,  and  with  the  pre-war  average. 

The  above  comparison  shows  that  the 
gross  amount  of  carry-over  in  ccreal.s 
from  the  crop  year  1920  was  considera- 
bly in  excess  of  nomal.  There  was  also 
a particularly  heavy  carry-over  of  cot- 
ton, which  has  been  carried  in  large 
part  by  bank  credit.  Thus,  important 
sections  of  the  country  have  had  to  be 
provided  with  funds  for  continuous 
financing  of  an  unusual  amount  of  re- 
tained agricultural  output  In  still 
other  parts  of  the  country  the  shrinkage 
in  values  made  it  impossible  for  farm- 
era  to  liquidate  their  loans,  so  that  it 
was  necessary  for  the  banks  to  carry 
them  until  such  time  as  new  crops,  pro- 
duced at  lower  cost,  put  them  in  funds 
to  pay  off  their  indebtedness. 

■yET,  despite  the  complexity  of  the 
•*-  problem  thus  presented  at  this  crop- 
moving  season,  banks  were  able  to  meet 
the  situation  with  less  strain  than  nsual, 
and  at  the  same  time  go  on  improving 
their  own  position.  This  was  due  to  a 
number  of  factors,  such  as  the  shrink- 
age in  prices  of  agricultural  products, 
making  a smaller  volume  of  credit  suffi- 
cient to  move  the  crops;  and  also,  as 
mentioned  above,  due  to  the  rclca.se  of 
funds  from  business  and  industry 
through  stagnatiOD  and  other  causes. 

The  prices  paid  to  producers  of  the 
principal  crops  of  the  country  were  esti- 
mated on  Aug.  1 to  be  about  69.4  per 
cent  below  those  of  last  year,  and  36.1 
per  cent  below  the  average  for  the  last 
ten  years.  It  has  been  estimated  that, 
therefore,  the  total  quantity  of  bonk  ac- 
commodation needed  to  finance  the  cur- 
rent crop  movement  was  reduced  by  de- 
flated prices  as  much  as  $500,000,000. 

The  banks  were  also  in  a better  posi- 
tion to  meet  the  strain  because  a much 
smaller  volume  of  money  was  being  em- 
ployed in  speculative  purposes;  and 
likewise  because  the  banks  have  been 
able  to  divest  themselves  of  a large 
volume  of  Government  obligations.  The 
result  of  all  these  factors  was  that  the 
country  passed  through  the  annual  crop- 
moving  strain  with  unusual  ease. 

In  addition  to  the  flnancial  reconstruc- 
tion visible  in  banking  statistics,  there 
are  certain  other  underlying  factors 
serving  to  give  stability  to  the  financial 
structure.  Two  of  the  more  important 
of  these  are  the  relative  steadiness  that 
has  developed  in  respect  to  wholesale 
prices  in  general  on  lower  levels  and 
the  almost  universal  reduction  of  in- 
flated inventories.  The  solvency  and 
stability  of  the  commercial  banking  po- 
sition ultimately  depends,  in  great  meas- 
ure, upon  the  inventoried  commodity 
values  on  which  that  credit  is  largely 
based  through  the  reliance  which  bank- 
ers, in  extending  loans,  place  upon  the 
statements  of  assets  and  liabilities  sub- 
mitted to  them  When  prices  were  col- 
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Comparison  of  Bank  Statements 


<000  Omitted.) 


Loans  and 
Dincounta 
Dcc.-Scpt. 

National  City  Bank $644,600  $613,700 

Guaranty  Tnist  Co 601,600  331,800 

National  Bank  of  Commerce...  363,000  263,600 

Chase  National  Bank 320,600  231,100 

Irving  National  Bank.  . 184,700  157,600 

National  Park  Bank 166,700  116,700 

Equitable  Trust  Co 141,600  116,600 

Pimt  NatioDal  Bank 134,000  96,300 

American  Exchange  Natl  Blc.  124,000  82300 

Chatham  & Phenix  Natl  Blc..  112,000  93,600 

Seaton)  National  Bank 36,400  37,900 


Surplu-s  and 
Undivided 
Profits 
Dcc.-Sopt. 
$64 ,033  $66,363 
27,075  16,131 


33.62U 

24,990 

10,696 

23.369 

16i>2d 

37,770 

7,416 

8.146 

4,791 


35,486 

20,679 

11,560 

23,718 

16,818 

38,650 

7,952 


Accommodation 
at  Federal 
Reserve  Bank 
Dec.-Sept. 
$142,300  $40,600 
93,800  67,000 

72,400  6,000 

98,300  26,000 

18,000 

36,700  600 

39,600 
73,000 
12,200 


Deposits 
Dcc.-Scpt. 
$698,600  $562,000 
637,400  448,300 


7.600 
9,000 

3.600 


4,000  2,600 


362.800 
351,200 

230.800 

165.600 
216,400 

237.800 

163.600 
187,000 

68,700 


304,200 

291,000 

214.400 
146,800 

201.400 

196.400 
111,500 
114,600 

51,200 


lapsing  and  Uie  turnover  of  goods  was 
dcmoi^ircd  by  the  consumers’  strike, 
the  \'alidity  of  these  statements  was 
.seriously  impaired.  In  other  words,  a 
great  volume  of  bank  credit  was  based 
on  inflated  and  uncertain  commodity 
price.s  and  inventory  statements,  so 
that  it  was  like  a top-heavy  structure  on 
rickct>’  underpinning.  This  situation 
has  been  largely  corrected  by  the  reduc- 
tion of  inventories  physically,  bringing 
them  in  keeping  with  the  pre.sent  volume 
of  business,  and  also  by  the  deflation  of 
basis  prices. 

'The  relative  stability  of  prices  over 
eight  months  of  thi.':  year,  as  compared 
with  the  changes  over  eight  months  of 
1920,  is  shown  in  Table  III.,  figures  used 
being  representative  wholesale  commod- 
ity quotations: 

It  will  be  seen  from  the  above  that  in 
the  great  preponderance  of  instances 
prices  in  the  latter  period  have  been 
much  more  stablc~-and  that  therefore 
commodities  have  become  a much  more 
reliable  and  calculable  basis  for  the 
bank  credit  structure. 

These  facts,  coupled  with  the  writing 
down  of  inventories  to  or  below  replace- 
ment values,  so  that  commercial  and  in- 
dustrial conceiTLs  are  now  operating 
mth  their  feet  on  the  ground  of  sound 
market  values,  and  coupled  also  with 
the  fact  that  losses  have  been  extensive- 
ly written  oK,  have  again  made  bank 
credit  a form  of  conservative  investment 
instead  of  being  in  the  nature  of  specu- 
lation. as  it  >^'as  when  so  large  an  ele- 
ment of  fictitious  or  uncertain  value 
was  involved  in  inventory  stocks  and 
commodity  prices  of  the  collapsing  boom 


Comparison  of 
Wholesale . Prices 


May,  Jan.,  Aug.. 

1920.  1921.  192L 

Cattle 12.30  9.00  8.80 

Copper 18J75  13.25  11.876 

Com  2.26  .68  .5825 

Cotton 40.25  15.00  12.13 

Pa’kers’  hides.36.00  17.00  14.00 

Calfskins 50.00  19.00  19.00 

Hogs 14.60  9.40  9.36 

Pig  iron  ...43.00  30.00  18.00 

Steel  65.00  43.50  30.00 

Lead  8.50  5.00  4.40 

Petroleum  . . . 6.10  5.75  2.25 

Rubber .38  .215  .16 

Silk  8.15  5.85  5.59 

Sugar 21.57  5.52  4.75 

Wheat  ...  . 3.30  1.8475  1.345 

Wool 2.25  L05  .80 


Still  other  factors  tending  to  create 
a sounder  and  more  healthy  nnancial 
situation  than  existed,  particularly  at 
this  time  last  year,  are  to  be  found  in 
phy.ricat  conditions.  The  turnover  of 
good.s  ha.s  become  a more  calculable  ele- 
ment, and  business  men  are  now  better 
able  to  judge  how  much  or  how  little  the 
consuming  public  will  buy,  and,  there- 
fore, to  gauge  their  volume  of  stock, 
rate  of  production  and  employment  of 
pcrsoimcl  in  co-ordination  with  actual 
demands.  This  obviates  a large  part  of 
the  strain  on  the  financial  structure 
arising  from  slow  and  non-liquid  credits 
created  by  carrying  elements  of  over- 
expansion in  business. 

A GAIN,  an  e.specially  important  ete- 
ment  in  this  physical  aspect  of  the 
situation  is  improved  railroad  conditions. 
Last  year  various  transportation  diffi- 
culties impeded  the  movement  of  crops 
and  manufactured  products  to  a very 
acute  degree.  This  reacted  in  a vast 
amount  of  hampered  business,  slow  de- 
liveries and  in  many  cases  inability  to 
deliver  at  all,  resulting  in  converting  the 
loarLs  involved  in  these  stagnated  goods 
into  slow  and  frozen  credits,  the  great 
bane  of  finance.  There  have  been  a few 
regional  complaints  this  year  of  car 
shortages,  but  as  a whole  the  nation's 
transportation  system  is  functioning 
adequately  to  the  requirements  of  busi- 
ness and  industry. 

Finally,  in  addition  to  these  techni- 
cal and  physical  reconstructive  develop- 
ments in  business,  there  are  also  evi- 
dences of  a regeneration  in  the  temper 
of  business,  always  a forerunner  of  ulti- 
mate revivaL 

For  one  thing  the  drastic  process  of 
eliminating  weak  hands  in  business,  as 
evidenced  by  the  high  rate  of  failures 


during  recent  months,  has  removed  a 
certain  morbid  element  The  boom 
periods  brought  into  existence  a great 
horde  of  speculative,  non-productive  nnd 
unnecessary  middlemen,  whose  only 
thought  was  to  turn  over  good.s  and 
options  with  borrowed  capital  at  quick 
and  c.xorbitant  profits,  unearned  by  any 
economic  contribution  which  they  made 
to  the  processes  of  trade.  They  throve 
on  cheap  credit  rising  prices  and  an 
unthinking  public  demand  for  goods. 
The  process  of  their  elimination  was  be- 
gun by  credit  stringency,  was  hastened 
by  the  recession  in  buying  by  the  public — 
and  their  rout  was  completed  by  the 
collapse  and  continued  decline  in  prices. 
The  result  is  that  goods  flow  now 
through  smoother  and  shorter  channels 
from  producer  to  consumer,  with  less 
w-astcful  costs  and  without  imposing 
upon  the  financial  structure  the  burden 
of  unproductive  credits  to  finance  un- 
necessary turnovers.  'The  departure  of 
these  anti-economic  middlemen  from  the 
business  field  has  been  refleeted  in  the 
high  rate  of  business  failures.  A more 
constructive  attitude  prevails  in  busi- 

Again,  a regeneration  of  business  sen- 
timent is  evidenced  in  the  more  even 
distribution  of  optimism.  It  is  true  that 
the  siriiariOD  is  still  described  as  spotty, 
but  it  is  to  be  noted  that  such  phases  of 
general  business  as  cotton  prices,  steel, 
automobiles,  and  even  the  farmers  are 
reported  to  be  in  better  case.  At  any 
rate,  while  no  great  excess  of  optimi.sm 
is  manifest,  these  spots  arc  not  now  in 
such  depths  of  despair  as  they  were  a 
while  back,  so  that  the  general  tone  of 
business,  and  therefore  the  soundness  of 
finance,  is  improved.  No  less  an  author- 
ity on  trade  conditions  than  the  Nation- 
al Bank  of  Commerce  in  New  York,  al- 


ways conservative  in  appraising  condi- 
tions, says  in  its  last  market  letter: 
“ Gain.s  thus  far  made  in  industrial  ac- 
tivity arc  real,  and  there  is  steady 
progress  toward  better  business.  With 
the  exception  of  cotton,  the  crops  arc 
reasonably  good,  and  their  movement  is 
being  reflected  in  an  improved  banking 
position  as  farmers'  obligations  are  liqui- 
dated. Cotton  mills,  the  wool  manufac- 
ture, and  the  boot  and  shoe  indu.stry  are 
all  holding  their  improvement  of  recent 
moitths.  Although  the  steel  industry  is 
operating  at  about  one-third  of  capacity, 
production  of  both  pig  iron  and  steel 
made  fair  gains  in  August.  Orders  arc 
small,  but  they  have  come  from  widely 
diversified  sources,  both  geographically 
and  as  to  consuming  industries.  Many 
other  industries  report  slight  better- 
ment, and  building  activity  is  being  re- 
markably well  maintained  throughout 
the  country.” ' 

Another  sign  of  health  is  the  passing 
away,  during  these  montli.s  of  purifica- 
tion, of  the  expectation  of  great  and 
easy  profits  at  the  expense  of  an  un- 
thinking and  extravagant  domestic  pub- 
lic, or  at  the  expense  of  a helpless  world 
forced  to  buy  at  whatever  prices  Ameri- 
ca might  wish  to  exact.  With  the  dis- 
sipation of  the.se  illusions  has  come  the 
development  of  a sounder  business  and 
financial  attitude  in  which  prevails  a 
renewed  realization  that  efficiency,  fair 
profits  and  business  good-will  are  the 
elements  of  business  competition  that 
alone  can  win  success  in  the  keener 
times  that  now  exist,  as  contrasted  with 
the  easy  boom  times  that  have  passed 
away. 

Thus,  technically,  physically  and  spir- 
itually, it  mny  be  .said  that  business  has 
undergone  a .severe  but  wholesome  re- 
generation during  the  year  1921. 


Sperial  Corrtsjxmdence  of  The  Annaliat. 

TORONTO.  Sept  24. 

A PERCEPTIBLE  improvement  has 
taken  place  during  the  last  week 
both  in  actual  bosiness  and  in  conndence 
regarding  the  general  outlook  in  the  Do- 
minion, with  the  result  that  financial 
and  business  men  now  lean  to  the  opinion 
that  the  situation  daring  the  coming 
Winter  will  be  better  than  it  was  last 
year.  Hitherto  opinion  has  leaned  in  the 
opporite  direction. 

Although  the  steel  mills  are  stfl!  op- 
erating considerably  below  capacity,  the 
tendency  is  toward  greater  activity,  the 
volume  of  business  being  larger  than  for 
some  months  and  inquiries  for  prices 
ntcre  numerous.  Quite  a few  orders  are 
being -booked  for  railway  rolling  stock, 
and  the  rail  mills  at  both  Sydney,  N.  S., 
and  Sault  Ste.  Marie,  Ontario,  have  at 
pre.<ent  moderate  orders  on  hand.  One  of 
the  steel  producers  recently  sent  out  a 
questionnaire  to  it*  customers  asking  for 
their  view  of  the  outlook  for  business. 
Of  the  replies  approximately  60  per  cent, 
leaned  to  optimism,  and  40  per  cent,  to 
pessimism.  The  demand  for  structural 
steel  appears  to  be  a little  better,  but 
the  turnover  b still  small,  and  is  likely 
t*  for  some  time — at  any  rate,  until 
building  material  in  general  and  labor 
costs  are  lower.  In  sympathy  with  the 


The  Week 

higher  market  for  the  raw  material 
Canadian  cotton  mills  are  advancing 
their  prices,  piece  goods  in  some  in.stanees 
being  marked  up  20  per  cent  Naturally, 
there  has  also  been  an  improvement  in 
the  'demand  from  both  the  wholesale  and 
the  retail  trade.  Manufacturers  of  tires 
and  mechanical  rubber  goods  are  so  far 
this  month  experiencing  a marked,  im- 
provement in  bosiness  as  compared  with 
August,  although  the  volume  is  not  as 
heavy  as  in  May  and  June  last.  Index 
figures  of  the  Federal  Department  of 
Labor  for  the  first  two  weeks  of  Au- 
gust show  a slight  improvement  in  the 
labor  employed  m the  factories  of  the 
c.iuntry;  they  are,  however,  considerably 
below  those  of  the  corresponding  period 
of  1920. 

That  which  is  potting  a little  more 
stiffening  into  the  finam-iai  and  commer- 
cial situation  in  the  Dominion  is  the  lat- 
est Government  report  regarding  the 
grain  crops,  and  particularly  that  part 
of  it  increasing  the  estimated  yield  of 
wheat  by  about  5,000,000  bushels,  the 
total  for  the  country  being  placed  at  294,- 
387,800  bushels,  an  increase  over  lost 
year’s  yield  of  31,198,500  bushels.  Of 
this  total  271,508,000  bushels  are  cred- 
ited to  the  three  prairie  provinces,  com- 
pared with  234,138,000  in  1920,  a gain  of 
37,370,000  btishels.  The  average  yield  of 


in  Canada 

what  is  15^  bushels,  against  14%  in 
1920.  Including  the  five  principal  grains 
— wheat,  oats,  barley,  rye  and  flaxseed — 
the  estimated  yield  for  the  Dominion  is 
837,312,000  bushels.  This,  however,  ow- 


ing to  the  less  favorable  crop  conditions 
in  the  Eastern  provinces,  is  below  .tic 
previous  year  by  over  39,000,000  bush- 
eLs.  In  the  Western  provinces,  on  the 
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3VER  aince  December, 
M 1920,  when  the  ex- 

El  port  trade  of  the 
I United  States  com- 
H menced  its  slump 
I f r 0 m a monthly  to- 
I tal  well  above  $700.> 
I 000,000  to  a level  not 
J greatly  in  creess  of 
$300,000,000  five 
months  later,  we  have  asaamed  the  habit 
of  worrying  ourselves  sick  about  it 
When  a sharp  slump  from  a high  rec- 
ord of  $928,000,000  in  one  month  oc- 
curred the  incident  passed  without  no- 
tice, as  the  high  record  was,  of  coarse, 
looked  upon  as  abnormal.  This  way  of 
looking  at  the  matter  was  jostified.  for 
subsequent  rallies  and  declines  alter- 
nated. But  there  was  no  monthly  re- 
covery in  exports  from  December  nntil 
June  of  this  year,  when  a very  feeble 
rally  took  place.  July  brought  another 
rece&sion,  and  August  another  feeble 
rally. 

In  this  interim  American  bankers, 
working  desperately  on  the  assumption 
that  the  reason  for  the  decline  was  the 
exhaustion  of  European  purchasing  pow- 
er, devised  and  attempted  to  put  into  ex- 
ecution numerou.s  schemes  to  extend 
credit  overseas.  An  act  of  Congress  pro- 
viding for  expKjrt  financing  organizations 
was  passed.  The  bankers  worked  hard, 
but  since  the  latest  and  most  ambitious 
attempt  to  organize  .such  a financing  ma- 
chine fell  flat,  so  to  speak,  they  have 
given  up  apparently  in  disgust.  To  indi- 
cate the  change  in  our  mental  attitude 
toward  exports  attention  should  be  called 
to  the  audience  some  financial  writers 
are  obtaining  in  their  argument  that  ex- 
port trade  is  not.  after  all,  essential  to 
our  prosperity.  It  is  only  fair  to  say, 
however,  that  the  latter  school  of  thought 
is  in  a great  minorityj  sentiment  is  still 
overwhelmingly  in  support  of  the  theory 
that  exports  are  not  only  desirable  but 
essentiaL 

Toward  the  import  trade  of  the  United 
States,  however,  there  is  no  such 
formity  of  opinion.  Toward  that  ouj 
tional  attitude,  despite  the  efforts  of 
economists  to  change  a deep-rooted 
tional  idea,  remains  extremely  provincial 
Imports,  according  to  the  prevailing  idea 
are  usually  undesirable  and  often  actual- 
ly a menace.  Our  legislators  enacted  an 
emergency  tariff  in  sodden  haste  for 
fear  we  would  increase  our  stock  of 
goods  by  purchasing  them  abroad  instead 
of  here,  forgetting  altogether  that  many 
of  the  imports  were  non-con»petitive  and 
that  their  import  furnished  .a  basis  for 
greater  foreign  purchasing  from  us.  The 
emergency  tariff  out  of  the  way,  greater 
efforts  ore  made  upon  a permanent  Tar- 
iff bill  calculated  to  do  a better  Job  of 
it.  Yet,  coincidentally  with  movements 
to  stifle  imports,  numerous  acts  are 
passed  conveying  extraordinary  powers 
to  a Government  agency,  the  War  Fi- 
nance Corporation,  to  facilitate  the  ex- 
ports of  agricultural  products  through 


A Plea  for  Greater  Imports 

By  F,  Edmonds  Tyng  Jr. 
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000,000  in  July.  August  brought  a slight 
pick  up. 

TMPORTS  are  as  important  as  exports. 

and  in  the  present  disordered  state 
of  the  world’s  finances  possibly  more  so. 
Export  trade,  by  the  very  nature  of 
things,  cannot  go  forward  without  im- 
port trade,  and  paradoxical  as  it  may 
seem  to  our  protectionists,  it  is  fully 
as  important  to  this  country.  Our  ex- 
port trade  slump  has  been  variously  ex- 
plained as  being  due  to  the  exhaustion 


It  is  for  this  reason  that  bankers  find 
it  advisable  to  write  into  the  articles  of 
agreements  in  foreign  credits  and  loans 
the  stipulation  that  the  money  is  to  be 
spent  in  the  United  States.  They  know, 
of  course,  that  such  a provision  is  super- 
fluous, and  that  the  money  could  not  be 
spent  in  any  other  way. 

The  accompanying  chart  of  exports, 
imports  and  price  index  numbers  is  ex- 
tremely interesting  as  showing  the  close 
relationship  of  “ peaks  " of  exports 


and  the  decline  in  commodity  prices.  To 
a certain  extent  all  these  causes  ore  cor- 
rect, but  it  is  possibly  to  the  last  that 
we  must  look  for  the  most  adequate  ex- 
planation. But  why  not  attribute  the  loss 
of  purchasing  power  by  foreign  nations 
to  the  slump  in  our  imports,  the  falling 
off  in  their  shipments  of  goods  to  us, 
which,  as  we  have  seen,  began  last  July, 
whereas  the  prolonged  decline  in  our 
'indTTOuj"or &vOTm"nt“cr«ltt  Deamber. 

Aiding  exports  and  hindering  imports 


are  two  things  not  only  inconsistent  but 
incompatible,  and  natural  forces  will  in 
the  end  defeat  the  purposes  desired  to 
be  attained  by  such  legislation. 

Yet,  during  all  the  period  when  export  the  fact  that  international  trade  is 
trade  was  slumping  little  has  been  said  primarily  exchange  of  goods,  and  that 

about  the  importance  of  imports,  and  goods  sold  abroad  by  a nation  may  be 


of  Europe’s  resources,  the  breakdown  of  “ ” of  imports.  The  interdepend- 

our  facilities  for  extending  credit,  the  i®  particularly  striking 

lack  of  need  for  American  goods  abroad,  ^911,  when  large  amounts  of  war 

exports  no  longer  inflated  export  totals. 

The  index  of  commodity  prices,  indicat- 
ing the  slump  that  has  occurred  since 
June  of  last  year,  explains  a considera- 
ble part  of  the  decline  in  exports,  which 
are  recoi-ded  on  the  dollar  basis.  If  for- 
eign price  indices  were  tabulated  in  con- 
junction with  our  imports  a somewhat 
similar  r^ation  might  be  discerned. 

To  people  in  this  country  who  have 
been  so  long  accustomed  to  look  at  the 
relation  between  imports  and  exports 
only  in  connection  with  the  “ favorable  ” 
balance  of  trade  or  excess  of  exports, 


Would  it  not  be  a safe  assumption  that 
if  the  United  States  turned  more  atten- 
tion to  its  import  trade  expoi-ts  would 
take  care  of  themselves? 

Such  on  assumption  is  easily  proved 


slighter  stilt  has  been  the  general  reali- 
zation of  their  importance.  Yet  import 
trade  of  the  United  States  has  had  a 
.slump  more  severe  in  proportion  than 
the  export  trade,  and  it  has  not  only 
lasted  longer  but  it  began  earlier.  Im- 
ports reached  their  record  Wgh  level 
last  June  at  $652,000,000,  and  dropped 
precipitately  until  January  of  the  cur- 
rent year,  when  a monthly  figure  of  only 
slightly  better  than  $200,000,000  was  reg- 
istered. In  April  of  this  year  they 
climbed  back  to  a total  in  excess  of  $260,- 
000,000,  only  to  fall  again  below  $180,- 


paid  for  only  by  goods  brought 
turn.  An  American  exporter  who  sells 
a consignment  of  goods  abroad,  of  course, 
receives  payment  in  cash  by  the  sale  of  a 
bill  of  exchange  sold  by  him  in  the  mar- 
ket, but  the  sterling,  the  franc  or  lire 
exchange  he  sells  must  be  bought  di- 


anything  savoring  of  friendliness  t 
import  trade  will  be  looked  upon  as 
something  akin  to  heresy.  Such  persons 
are  accustomed  to  call  the  excess  bal- 
ance of  trade  our  “ profit”  Presumably 
they  would  look  at  an  excess  of  imports 
as  a net  loss.  Yet  the  so-called  '*  favora- 
ble ” balance  of  trade  is  a popular  delu- 
sion, wholly  meaningless  in  relation  to 
our  prosperity.  If  we  had  a debit  balance 
of  trade  it  would  not  indicate  that  we 
were  less  but  more  prosperous;  that  we 
! receiving  from  abroad  other  income 


rectly  or  indirectly  by  an  importer,  who  such  as  interest  on  investments,  which 

has  to  make  payment  for  foreign  goods,  permitted  us  to  buy  more  of  oUier  na- 

So  the  exporter’s  sale  of  go^s  pays  for  tions’  goods  than  wo  supplied  them  with 

the  importer’s  purchase  of  goods.  This  in  return. 

cannot  he  made  clear  to  a great  many  Rather  than  worry  about  European 
persons  who  cuinot  seem  to  understand  " dumping  ” of  goods  in  this  market  we 

the  relations  of  international  trade.  should  worry  over  the  fact  that  Europe 


IB  not  getting  back  into  production  fast 
enough;  that  Europe  is  not  producing 
enough  to  pay  for  current  purchases  hen- 
let  alone  payment  on  back  debts.  Let  us 
think  a little  more  seriously  about  our 
import  trade. 

The  protectionists  will  be  up  in  arm.« 
against  such  a proposal,  and  will  endeav- 
or to  pass  more  bilb  to  block  imports 
and  to  help  exports.  We  cannot  do  both 
at  once.  If  we  block  imports  effectually 
we  will  be  dealing  a deadly  blow  at  an 
export  trade  which  may  yet  be  revived 
and  to  which  thousands  of  American 
manufacturers  are  pinning  their  hopes 
as  a promising  outlet  for  surplus  pro- 
duction. 

TT  may  be  anticipated  that  the  ar- 
gument will  be  brought  up  about 
protecting  American  producers  from  for- 
eign 'nroads  upon  domestic  markets,  p-o- 
tecting  our  high  standards  of  living,  &c. 
As  to  the  latter,  if  wages  are  meant,  tlioy 
depend  upon  production,  and  it  is  impos- 
sible to  split  up  more  than  is  produced. 
If  we  displace  from  their  domestic  mar- 
kets certain  American  producers  to  a 
certain  extent  by  heavy  imports,  foreign 
buying  based  on  the  imports  will  more 
than  make  up  any  competitive  loss^  suf- 
fered as  a result  of  the  imports.  And 
foreign  competition  within  proper  limits, 
through  the  stimolu.s  to  export  trade, 
will  tend  to  employ  more  labor  profita- 
bly instead  of  creating  unemployment 
and  reduced  wages. 

There  is  a sound  basis  to  the  assump- 
tion that  if  we  pay  more  attention  to  our 
import  trade  our  export  trade  will  not 
only  take  care  of  itself,  but  will  not  need 
nursing  and  cuddling  to  enable  it  to 

do  BO. 

It  would  appear  that  only  on  the  the- 
ory of  a complete  breakdown  in  Europe’s 
purchasing  power  due  principally  to  the 
falling  off  in  Europe’s  exports  to  us  can 
the  extremely  drastic  falling  off  in  our 
exports  thence  be  explained.  It  is  almost 
universally  conceded  that  there  arc  great 
quantities  of  American  goods  needed 
abroad.  Our  prices  have  declined  to  a 
point  where  such  goods  are  all  the  more 
attractive  to  the  foreign  buyer.  But  the 
latter  cannot  pay;  therefore  he  cannot 

If  further  proof  is  needed  look  at  the 
gold  imports.  Goods  can  be  purchased 
only  by  goods,  or  temporarily  on  credit 
or  the  use  of  gold.  If  the  truth  be  known 
it  is  probable  that  very  little  of  the 
monthly  excess  of  American  exports  is 
being  financed  by  bank  credit  Or,  for 
that  matter,  by  exporters'  credit  The 
latter  source  long  since  ran  practically 
dry,  and  it  should  be  remembered  that 
there  still  exists  the  enormous  gap  of 
more  than  $4,000,000,000  credit  supplied 
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Refunding  the  Railroad  Debt 


By  C.  T.  Chenery 

Industrial  Department  of  Sanderson  & Porter 


BERE  is  more  than 
the  normal  amount 
of  confusion  in  the 
public  mind  over  the 
President’s  proposal 
that  the  railrotd 
debt  be  funded,  that 
the  War  Finance 
Corporation  be  em- 
powered to  buy  from 
the  President  the  securities  thus  acquired 
to  a maximum  amount  of  $500,000,000, 
and  ihnt  the  railroads  be  paid  in  cash 
the  money  due  them  by  the  Govern- 

This  recommendation,  while  not  exact- 
ly four-square  with  the  Administration’s 
pro^am  of  “less  Government  in  busi- 
ness,” yet  is  desUmed  to  meet  a very 
pnssia?  sitxiation,  and,  if  the  judgement 
of  the  Administration  is  realized,  its 
enactment  into  law  will  have  a beneficial 
effect  not  only  on  the  railroads,  but  on 
the  industrial  situation  of  the  country  as 
well. 

Unquestionably  the  railroads  need  the 
money.  Engrene  Meyer  of  the  War  Fi- 
nance Corporation,  testifying  on  this 
point  before  the  Interstate  Commerce 
Commission,  said  that  he  had  examined 
the  accounts  of  a certain  ."nipply  company 
with  the  railroads  and  had  found  that,  in 
the  case  of  tJiis  particular  company,  85 
per  cent,  of  the  debts  by  the  railroads 
were  more  than  30  days  past  due,  78  per 
cent,  were  more  than  60  days  past  due, 
70  per  cent  more  than  90  days  past  due, 
15  per  cent  were  more  than  120  days 
past  due,  and  24  per  cent  more  than  150 
days  past  due.  This  condition,  he  be- 
lieved, is  typicaL 

The  amount  which  the  i-ailroads  owe 
on  open  account  to  other  industries,  now 
past  due,  is  estimated  to  be  in  excess  of 
$300,000,000.  There  has  been  very  small 
extension  of  the  railroad  track  in  the 
last  four  years,  the  average  laid  in  this 
period  being  675  miles.  In  1920  only  314 
miles  were  added,  against  a twenty-year 
average  of  3,128  miles  of  new  construc- 
tion. Comparatively  speaking,  the  rail- 
roads, as  an  industry,  are  standing 
still 

It  has  been  many  years  since  the  rail- 
roads have  been  able  to  earn  sufficient 
profits  to  pay  for  additions  and  better- 
ments from  their  operating  revenues. 
They  have  customarily  obtained  these 
funds  from  the  sale  of  their  securities 
through  banking  houses  to  the  investment 
market.  Of  late,  however,  this  avenue  of 
funds  hag  been  practically  closed  to 
tb^n.  Their  present  credit  standing,  as 
an  industry,  is  an  aftermath  of  war  con- 
ditions and  is  not  such  as  to  warrant 
bankers  in  maJwg  them  loans,  nor  the 
investing  public  in  purchasing  their  se- 
curities, for  too  many  railroads  are 
operating  at  a deficit  to  make  railroad 
securities  a proCtahle  form  of  invesb- 
ment  with  the  public.  With  the  invest- 
ment market  closed  to  them  they  are  at 
a serious  loss  to  pay  cash  for  the  capital 
expenditures  made  for  their  account  by 
the  Director  General  of  Railroads  in  the 
period  of  Federal  control.  The  sum  ex- 
pended in  this  period  for  betterments 
and  additions  was  $1444,000,000.  Of 
this  pmount  $380,000,000  represented  an 
expenditure  for  nearly  2,000  locomotives 
and  lOQ.OOO  freight  cars,  for  which  the 
Railroad  Administration  has  been  reim- 
bursed by  receiving  $322,000,000  of 
eqQipment  trust  certificates  and  the  ad- 
justment of  the  balance  by  cash  transac- 
tions, These  equipment  trust  eertlfl- 
pates  are  now  in  the  hands  of  the  Presi- 
dent and  are  being  marketed  to  bankers, 
a recent  sale  of  $7,500,000  to  Kuhn,  Loeb 
4 Co.  of  New  York  having  recently  beep 
announced.  Of  the  balance  of  $704,000,- 
000  due  by  the  railroads  to  the  Director 
General  for  betterment  and  additions  ac- 
count, some  $60,OQO,000  had  been  funded 
at  the  time  of  the  August  hearing  of  the 
Interstate  Commerce  Commission,  leav- 
ing approximately  $700,000,000  due  by 


the  railroads  to  the  Administration  on 
open  account.  Of  this  $700,000,000  the 
Director  General  states  he  thinks  that  it 
will  be  nreessary  to  fund  only  approxi- 
mately $500,000,000,  and  that  the  balance 
can  be  settled  with  the  carriers  through 
ordinary  methods. 

Against  the  debt  which  the  railroads 
owe  the  Government,  there  stands  an  un- 
known amount  which  the  Government 
owes  the  railroads.  The  amount  of  this 
debt  is  indcterminublc,  and  the  railroads 
have  filed  claims  against  the  Railroad 
Administration  for  amounts  which  arc 
greatly  in  excess  of  any  liability  which 
the  Administration  will  admit.  The  Ad- 
ministration admits  a liability  of  ap- 
proximately $400,000,000  for  compensa- 
tion and  other  matters  growing  out  of 
Federal  control.  The  railroads,  on  the 
other  hand,  have  built  up  claims  which 
may  be  in  excess  of  $1,000,000,000 
through  an  interpretation  of  the  stand- 
ard contract  which  the  Director  General 
entered  into  with  all  roads  at  the  time 
they  passed  under  Federal  control.  The 
basis  of  the  claim  is  this:  the  standard 
contract  provide.-  that  the  Railroad  Ad- 
ministration should  spend  an  eqxiivalent 
amount  for  maintenance  and  upkeep  of 
the  roads  as  the  roads  themselves  had 
spent  in  the  test  period,  haring  regard  to 
the  difference  in  wage  scale  and  material 
costs  applying  during  the  two  periods. 
This  made  the  question  of  the  upkeep  of 
the  roads  one  of  accounting,  which  was 
the  only  practicable  way  the  matter 
could  have  l>een  handled.  The  railroad 
industiy  is  so  enormous  that  to  have 
taken  on  inventory  of  the  materials  on 
hand,  to  have  made  an  inspection  of  the 
physical  condition  of  roadbed  and  of 
tracks,  and  of  rolling  stock,  would  have 
required  much  more  time  than  the  length 
of  the  war  to  have  completed  it.  This 
being  manife-stly  impracticable,  the  ac- 
counting method  was  accepted  in  its 
place.  The  carriers,  however,  based 
their  claim  upon  President  Wilson’s  proc- 
lamation made  at  the  time  of  taking  over 
the  railroads,  that  their  property  should 
be  returned  “ in  substantially  as  good 
repair  and  in  substantially  as  complete 
equipment  as  it  was  at  the  beginning  of 
Federal  control” 

The  railroads  contend  that,  while  the 
Administration  spent  an  amount 
equivalent  to  the  amount  which  they  had 
spent  during  the  test  period,  having  re- 
gard to  difference  in  wage  scales  apply- 
ing, yet  the  Railroad  Administration  did 
not  receive  as  much  value  for  their  dollars 
as  the  railroads  had  been  accustomed  to 
receiving  for  theirs;  in  other  words,  that, 
while  'tile  same  number  of  man-hours 
were  put  in,  that  the  work  performed  in 
those  hours  was  much  Ies.<i  effective  than 
had  been  the  case  under  private  control, 
and,  therefore,  the  Government  is  liable 
for  the  resulting  under-maintenance. 
These  claims  were  built  up  on  a very 
elaborate  formula,  all  based  on  the  inef- 
ficiency of  labor  during  the  period  of 
Federal  control,  and.  if  allowed,  would 
make  an  immenae  liability  against  the 
Government.  That  the  railroads  them- 
selves hardly  take  their  claims  at  full 
face  value  is  indicated  by  the  adjust- 
ment of  claims  so  far  settled  on  a basis 
of  some  45  cents  on  the  dollar. 

The  undisputed  claim  against  the  rail- 
roads for  capital  account  i.s  some  $700,- 
000,000,  and  of  the  railroads  against  the 
Director  General  about  $350,000,000 
more  than  they  owe  for  current  account. 
The  suggestion  has  been  made  by  many 
persons,  especially  those  not  infonned 
concerning  corporate  finance,  that  the 
situation  should  be  handled  by  balancing 
the  accounts  of  the  one  against  the  other, 
the  Director  General  to  accept  the  securi- 
ties of  the  railroads  for  any  balance  due. 


Of  course,  the  matter  could  not  bo  han- 
dled as  simply  as  this.  The  large  amount 
which  the  railroads  owe  the  Director 
General  is  due  for  capital  account. 
Capital  account  is  rarely  paid  out  of 
earnings,  but  must  be  paid  from  new 
capital  which  is  usually  obtained  from 
the  solo  of  the  railroads'  securities  in  the 
open  market  As  the  railroad  credit  is 
seriously  impaired  this  plan  is  imprac- 
ticable and  the  railroad  must  come  to 
the  only  other  source  of  funds,  which  is 
the  Federal  Government  and  procure  its 
aid  directly  or  indirectly  to  meet  this 
situation. 

Congress  is  not  in  the  mood  to  increase 
the  burdens  on  taxpayers  by  $600,000,000 
to  provide  new  funds  to  lend  the  rail- 
roads of  the  country,  and  a seeming  im- 
passe is  very  ingenuously  met  by  the 
plan  of  the  War  Finance  Corporation, 
which  briefly  is  as  follows:  The  War 

Finance  Corporation  has  superintended 
the  preparation  of  Senate  bill  2337  which 
would  authorize  it  to  purchase  to  an 
amount  of  $500,000,000  from  the  Presi- 
dent the  railroad  .securities  which  the 
President  has  or  shall  accept  in  paj-ment 
of  the  railroad  debt.  The  President  is  re- 
quii'ed  to  accept  these  securities  from 
the  railroads  at  a price  to  yield  6 per 
cent,  interest  less  the  usual  cost  of  sell- 
ing such  securities  in  the  open  market. 
If  the  securities  yield  6 per  cent  inter- 
est, the  President  shall  accept  them  at 
par,  less -the  cost  of  selling  them.  If 
they  bear  other  than  6 per  cent,  interest, 
they  will  be  accepted  at  a price  to  yield 
6 per  cent  The  War  Finance  Corpora- 
tion is  also  authorized  to  act  as  selling 
agent  and  sell  any  securities  which  the 
President  may  desire  to  disptose  of 
through  it,  and  to  use  any  agency  which 
it  sees  fit  in  the  marketing  of  these 
securities. 

rpHlS  funding  operation  has  been  vari- 
ously  classified  os  a new  loan  to  the 
railroads  and  as  an  extension  of  a pres- 
ent loan.  As  a matter  of  fact,  it  is  neither 
of  these  things.  The  railroads  now  owe 
the  Government  about  $700,000,000  on 
open  account  for  betterments  and  addi- 
tions. This  le^slation  authorizes  the 
change  of  form  of  this  indebtedness  from 
open  account,  payable  on  demand,  to  ten- 
year  evidences  of  indebtedness,  to  be 
based  upon  the  best  security  the  indivi- 
dual railroads  are  able  to  offer. 

The  President  will  accept  these  evi- 
dences of  indebtedness  from  the  railroad 
corporation.  The  War  Finance  Corpora- 
tion will  purchase  them  from  the  Presi- 
dent and  distribute  them  as  rapidly  as 
possible  to  the  banks  and  investors  of 
the  country.  The  War  Finance  Corpora- 
tion has  to  its  credit  in  the  Treasury 
$403,000,000  which  is  available  for  this 
purpose.  It  has  in  addition  the  power 
to  issue  its  own  securities  to  the  amount 
of  $3,000,000,000,  and  these  may  be 
issued  for  so  short  a period  as  six 
months.  As  the  Government  owns  all 
of  the  stock  of  the  War  Finance  Cor- 
poration, the  bonds  of  the  War  Finance 
Corporation  are  for  ail  practical  pur- 
poses the  bonds  of  the  Government,  and 
as  such  find  a ready  market. 

The  plan  boils  itself  down,  then,  to  the 
substitution  of  the  credit  of  the  War 
Finance  Corporation  for  the  credit  of 
the  railroads,  and  the  further  appoint- 
ment of  the  corporation  as  selling  agent 
for  the  railroad  securities  which  the 
President  desires  to  sell  The  President 
now  has  $659,000,000  of  railroad  securi- 
ties in  his  possession  which  the  War 
Finance  Corporation  might  sell  for  him 
so  soon  as  there  was  a market  for  them. 
If  an  additional  $500,000,000  of  securi- 
ties were  purchased  by  the  corporation, 
$1,169,000,000  of  securities  would  be  in 
its  hands  for  disposal  in  the  security 


market.  The  money  whicli  the  corpora- 
tion might  use  for  this  purpo.>:e  is  the 
credit  which  it  has  with  the  Treasurer 
of  the  United  States  on  account  of  pur- 
chase of  Liberty  Bonds  for  Treasury 
account.  The  balance,  amounting  to  $97,- 
000,000  of  the  War  Finance  Corpora- 
tion's $600,000,000  funds,  is  now  in  loans, 
some  $17,000,000  of  which  are  due  and 
payable. 

Whether  the  corporation  will  use  this 
credit  with  the  Ti-easurer  to  purchase 
these  railroad  securities  from  the  Presi- 
dent, or  whether  it  will  sell  its  own 
bonds  to  raise  money  for  this  purpose, 
has  not  yet  been  determined.  If  the 
Trea.sury  were  called  upon  for  these 
funds  it  would  mean  that  the  Treasury 
would  have  to  raise  this  amount  of  addi- 
tional money,  for,  while  thfc^e  funds  now 
stand  to  the  credit  of  the  War  Finance 
Corporation,  yet  it  is  manifest  that  if 
tiu.s  cix-dit  be  not  used  it  wilt  ultimately 
revert  to  the  general  fund  of  the 
Treasury. 

The  War  Finance  Corporation  can 
unquestionably  raise  the  money  to 
purchase  these  securities  without  using 
its  present  Treasury  credit,  which, 
incidcntelly,  was  revived  by  Congreas, 
not  os  an  aid  to  the  railroad,  but  to  agri- 
culture. 

Several  objections  were  raised  to  the 
plan  in  the  hearing  before  the  Inter- 
state Commerce  Commission  in  August. 
The  principal  one  wa.«  the  objection  to 
making  any  settlement  with  the  rail- 
roads prior  to  a final  settlement;  for,  if 
this  were  done,  the  railroads  would  have 
received  from  the  Government  payment 
of  the  Government  account  with  them 
in  ca.sh  and  would  be  free  to  bring  any 
cltums  against  the  Government  which 
they  desired  out  of  matters  growing  out 
of  Federal  control.  Also,  while  there  is 
doubtless  justice  in  tiie  railroads’  claim 
of  the  inefficiency  of  labor,  yet  the  pro- 
priety of  the  Government’s  reimbursing 
the  railroads  to  the  extent  claimed  on 
this  account  is  open  to  very  serious  ques- 

It  is  said  that  an  agreement  has  been 
worked  out  with  the  railroads  by  which 
they  will  drop  their  claims  for  ineffi- 
ciency of  labor  if  this  measure  is  passed. 
As  there  is  no  way  of  testing  the  virtue 
of  these  claims,  their  cancellation  should 
be  made  an  absolute  condition  before 
proceeding  further  with  this  Icgisla- 

Many  doubts  have  been  expressed  as 
to  the  necessity  of  this  legislation,  and 
particularly,  the  spirit  of  certain  of  the 
important  railroads  of  the  country  has 
been  challenged  with  respect  to  their 
carrying  out  of  the  provisions  of  the 
transportation  act  of  1920.  Such  specific 
items  as  the  awarding  of  contracts  for 
repairs  to  cars  and  locomotives  to  out- 
side shops  at  higher  price.s  than  the  rail- 
road-owned shops  could  do  the  work,  the 
alleged  disregard  of  the  Pennsylvania 
Railroad  of  the  Labor  Board’s  decisions, 
and  the  alleged  action  of  the  New  York 
Central  Railroad  in  raising  certain 
executive  salaries  while  pleading  poverty, 
the  possibility  that  the  Government 
under  this  plan  might  acquire  a large 
number  of  worthless  or  nearly  worthless 
railroad  securities,  have  all  been  brought 
forward  by  -the  opponents  of  this  bill. 
The  answers  to  these  objections  are, 
first,  that  the  railroads  have  no  credi* 
in  the  security  market  and  are  un^le 
to  get  the  necessary  funds  to  pay  for 
these  capital  C3rpenditures;  and  second, 
that  the  Railroad  Administration  made 
these  investments  for  additions  and  bet- 
terments without  the  consent  of  the  rail- 
roads, and  that  to  ask  the  railroads  to 
pay  for  them  out  of  their  current  income 
would  be  merely  to  invite  bankruptcy. 

If  It  is  true  that  the  railroads  cannot 
obtain  this  money  in  the  security  mar- 
kets, and  in  the  judgment  of  many  well- 
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informed  men  it  is  true,  then  the  Gov- 
ornment  has  two  courses,  one  of  which 
is  to  get  judgment  in  the  courts  against 
the  railroads  for  the  amount  of  the  claim 
and  collect  in  this  way,  and  the  other  is 
to  fund  this  indebtedness.  The  latter 
course  seems  by  all  odds  to  be  prefer- 
able, both  from  the  viewpoint  of  public 
morals  and  from  a business  standpoint. 
Tha  funding  of  these  capital  expendi- 
tures and  the  payment  to  the  railroads 
in  cash  of  their  claims  would  put  them 
in  possession  of  funds  with  which  they 
could  pay  their  own  outstanding  bills 
now  past  due,  amounting  to  some  $300,- 
000,000,  and  enable  them  to  start  on 
their  much  deferred  program  of  main- 
tenance and  repair.  The  advocates  of 
this  measure  say  that  the  re-entry  of 


the  railroads  into  the  market  for  metals, 
lumber,  labor  and  other  necessities  would 
give  the  necessary  impetus  to  industry 
to  start  it  once  more  on  an  upward 
trend;  and  that  in  addition  it  would  per- 
mit of  the  rehabilitation  of  the  railroad 
lines  to  such  an  extent  that  they  would 
be  in  condition  to  meet  the  demands 
which  will  be  made  upon  them  when 
industry  once  more  is  in  full  swing. 

J.  C.  Davis,  the  Director  General, 
thinks  that  a maximum  of  $849,000,000 
might  be  necessary  to  fund  the  indebted- 
ness of  the  railroads  and  to  pay  the  rail- 
roads in  cash  for  their  admitted  claims 
against  the  Director  GeneraL  Of  this 
$849,000,000  the  Director  General  had 
on  hand  $149,000,000,  leaving  a maxi- 
mum of  $700,000,000  which  might  have 


to  be  provided,  and  the  War  Finance 
Corporation  has  the  facilities  for  pro- 
viding so  much  of  this  amount  as  may 
be  necessary. 

While  this  measure  would  be  a contri- 
bution to  general  prosperity,  yet  the 
holders  of  railroad  securities  should  not 
believe  that  its  passage  will  cause  a 
sharp  upward  swing  in  railroad  securi- 
ties, for  there  will  be  a block  of  $1^00,- 
000,000  ot  these  eoenritiM  m the  hands 
of  the  War  Finance  Corporation  hang- 
ing over  the  market.  While  Eugene 
Meyer,  its  Director,  is  too  able  a finan- 
cier to  offer  the  market  more  than  it 
will  absorb,  yet  he  will  probably  liqui- 
date these  large  holdings  as  rapidly  as 
prices  in  the  market  justify  this  step. 

This  legislation  seems  sound  and  weO 


concceived.  It  is  reputed  to  be  and  should 
be  based  on  a trade,  the  railroads  to 
forego  the  pressing  of  claims  for  under- 
maintenance  and  the  inefficiency  of 
labor  in  return  for  receiving  cash  in  full 
for  thdr  obligations  and  for  being  per- 
mitted to  extend  their  obligations  to  the 
Government  over  a period  of  ten  years. 
As  the  necessary  funds  to  carry  out  this 
plan  can,  in  all  probability,  be  obtained 
from  the  investing  public,  and  as  the 
liability  of  the  United  States  under  the 
agreement  would  be  measured  by  its 
acceptance  of  worthless  railroad  securi- 
ties, it  seems  that  there  is  sufficient 
merit  in  the  view  that  putting  cash  in 
the  hands  of  the  railroads  will  be  a step 
toward  general  prosperity  to  justify  the 
Govenunent  in  carrying  out  the  plan. 


What  Is  Unemployment  ? 


N view  of  the  coming  con- 
ference on  the  problem  of 
nnemployment  it  is  impor- 
tant that  there  should  be 
a common  understanding 
of  the  meaning  of  the  term 
unemployment.  To  the 
casual  reader  the  word 
may  appear  simple  enough, 
but,  as  a matter  of  fact,  no 
industrial  problem  is  ever  simple  in  char- 
acter. Precisely  what,  then,  i.s  the  issue 
that  faces  the  Unemployment  Confer- 

In  its  broadest  sense  unemployment 
means  a condition  of  idleness,  of  inac- 
tivity. . It  does  not  necessarily  imply, 
however,  that  a workman  is  ont  of  a job 
or  even  that  he  can  find  no  work  to  do. 
For  instance,  a laborer  may  fall  sick  or 
take  a day  off,  or  suffer  an  accident  and 
his  name  be  carried  on  the  payroll ; that 
is,  he  has  a job  even  though  temporarily 
he  is  not  working  at  it.  A man  may  de- 
sire to  change  his  job,  and  move  from 
one  place  to  another.  Between  the  time 
of  his  leaving  one  job  and  his  getUng 
another  one  he  is  idia  Is  this  a part  of 
the  problem  of  unemployment?  Many 
persons  will  say  that  it  is  not  or  that  it 
depends  upon  the  reasons  for  the  change. 
There  are  seasonal  trades,  such  as  build- 
ing, canning,  fishing,  where  those  who 
follow  them  expect  a considerable  period 
of  no  work.  Do  they  belong  to  the  nn- 
employmcnt  problem?  There  are  many 
other  situations  that  may  arise  which 
would  create  doubt  in  the  mind. 

Without  doubt  in  the  popular  mind  nn- 
employment has  to  do  with  one  result 
of  the  present  business  depression.  Sick- 
ness, idleness,  accidents,  absences,  labor 
turnover  in  -the  sense  of  changing  jobs, 
seasonal  activities  are,  like  the  poor,  with 
us  always.  These  are  not  emergency 
problems,  but  up  to  now  a constant  fac- 
tor in  our  industrial  organization.  It  is 
certainly  not  to  be  understood  that  a 
special  conference  is  being  called  at  this 
time  to  consider  them.  Workmen’s  com- 
pensation acts  have  become  a working 
part  of  our  State  legislation. 

White  in  its  most  general  significance 
unemployment  means  being  out  of  work, 
as  an  emergency  issue  it  must  be  greatly 
narrowed.  In  fact,  its  meaning  must  be 
confined  to  the  direct  or  indirect  results 
of  the  emergency  which  is  a business  de- 
pression. No  conference  can  make  a con- 
stitutionally lazy  man  into  one  eager  and 
anxious  to  work.  No  conference  can  sud- 
denly change  the  casual,  nomadic  work- 
er into  a steady,  dependable  one  any  more 
than  a leopard  can  change  its  spots  or 
an  Ethiopian  his  skin.  Emergency  prob- 
lems must  be  met  by  emergency  meas- 
ures; far-reaching  and  fundama^tal 
problems  must  be  met  by  long-time  meas- 

A man  may  be  out  of  work,  then,  eith- 
er (a)  because  he  is  physically  or  men- 
tally incapacitated,  (b)  because  he  is  un- 
willing to  work  at  the  available  task  or 
under  the  prescribed  conditions,  or  (c) 
because,  even  thon^  willing,  anxious 
and  fit  mentally  and  physically  to  work, 
there  is  no  job  for  him  to  work  at.  The 
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There  will  come  before  the  Unemp 
following  questions,  all  bound  up  in  t 

(a)  If  workmen  must  be  paid  out  of 
. the  returns  realized  from  marketing 

goods,  how  can  they  be  paid  unless 
a market  for  the  goods  is  discovered  ? 

(b)  Since  goods  cannot  be  marketed 
unless  the  public  is  willing  to  buy,  bow 
<an  buying  be  stimulated — by  reduc- 
ing prices  and  profits  and  the  wages 
of  those  now  employed,  by  propaganda 
Md  appeals,  by  artificially  creating 
jobs,  as  for  instance,  by  Government 
or  by  making  and  storing  goods  for  a 
future  market? 

(c)  What  are  the  economic  forces 
that  have  produced  the  present  crisis, 
and  how  can  they  be  met  or  set  aside? 

(d)  How  much  of  the  existing  sit- 
uation is  a part  of  " normal  ” busi- 
ness, and  how  much  has  been  super- 
induced by  abnormal  conditions? 

(e)  Is  the  Government  the  proper 

These  are  the  various  issues  whicl 
as  that  of  “ unemployment.’' 


lyment  Conference  soon  to  be  called  the 
e single  issue  of  unemployment: 
body  to  meet  the  situatioD,  or  sbauld 
it  be  left  to  adjust  itself  under  the 
existuig  theory  ot  free  competitioa? 

(f)  If  the  Government  steps  into 
the  breach,  what  will  happen  to  our 
methods  of  doing  business  ? 

(g)  Can  the  Government  standing 
in  “ splendid  isolation  ” or  American 
business  on  its  individualistic  basis 
meet  the  issue  fully  and  adequately 
without  considering  foreign  conditions? 

(h)  Can.  after  all,  some  business 
“ shock  absorber,”  like  the  Federal 
Reserve  Bank  system  in  finance,  be 
found  to  bring  the  country  smoothly 
ont  of  the  morass  where  it  has  been 
placed  by  the  recent  incomprehensible 
waste  of  capital  and  men,  by  wild 
speculation,  riotous  living, -social  dis- 
content and  a world-wide  disturbance 
of  business  relations? 

comprise  the  problem  simply  phrased 


first  condition  applies  to  the  sick,  the 
injured,  the  untrained,  the  misrits  and 
the  " unemployables."  No  one  believes 
that  a conference  is  being  called  in  Wash- 
ington especially  to  consider  this  group. 
The  problem  presented  by  them  has  been 
recognized  for  a long  time,  and  many 
measures  have  been  tried  and  are  being 
tried  to  solve  it.  Workmen’s  compensa- 
tion acts,  sickness  insurance,  disability 
insurance,  employment  agencies  are  all 
attempts  to  meet  it  They  present  a far- 
reaching  and  fundamental  problem  and 
demand  long-time,  fully  matured  and 
carefully  worked-out  measures. 

The  second  condition  covers  such  cases 
as  strikes,  lockouts  and  the  discontented 
and  casual  workers.  It  is  very  distinctly 
understood  that  the  problems  of  indus- 
trial relationship  are  not  to  be  discussed 
before  the  approaching  conference.  Pre- 
vious experience,  as,  for  instance,  in  the 
first  industrial  conference  held  in  Wash- 
ington, October,  1919,  warns  against  the 
utility  of  bringing  such  fundamental  is- 
sues as  the  right  to  strike  or  lockout, 
open  shop,  the  right  to  organize,  the 
eight-hour  day,  wages,  &c.,  into  a gen- 
eral conference.  Intolerable  working  con- 
ditions ought,  of  coarse,  to  be  remedied; 
the  work  day  should  not  be  made  unduly 
long;  wages  should  be  fair;  rights  of 
employers  and  employes  should  be  safe- 
guarded. But  the  experience  referred  to 
above  has  demonstrated  that  the  intolera- 
bleness of  working  conditions  may  be  a 
matter  of  personal  or  class  opinion;  that 
the  proper  length  of  the  work  day  has 
never  been  scientifically  determined, 
that  a fair  wage  depend.«  upon  many 
controversial  factors,  and  that  a discus- 
sion of  rights  gets  nowhere.  The  coming 
conference  has  another  aim  in  view  than 
these  issues. 

Attention  will,  therefore,  necessarily 
he  centred  upon  the  tlurd  condition.  Be- 
cause there  are  men  and  women  in  the 


country  today  in  vast  numbers  who  are 
willing,  anxious  and  fit,  mentally  and 
physically,  to  work  hut  can  find  no  work 
todo,  and  because  and  ih  so  far  as  this 
condition  has  been  brought  about  by  the 
existing  business  crisis,  there  is  an  nn- 
employment emergency  problem  for 
which  emergency  measures  are  to  be 
sought 

Herein  lies  the  issue  that  will  come  be- 
fore the  Unemployment  Conference. 
There  are  more  men  and  women  seeking 
jobs  than  there  are  jobs  to  be  tilled. 
-They  are  unemployed  because  there  is  no 
work  to  be  done.  The  problem  must  he 
defined  in  these  terms  and  strictly  in 
these  terms.  And  even  thus  narrowed 
there  are  quaUfications  to  be  considered. 
Should  all  of  the  men  and  women  who 
want  to  work  and  arc  fitted  to  work  but 
have  none  to  do  be  considered  suitable 
subjects  for  a national  conference?  By 
no  means  is  this  true.  There  are  proba- 
bly hundreds  and  thousands  of  those  who 
are  counted  in  the  unemployment  statis- 
tics that  would  feel  no  lack  of  the  neces- 
saries of  life  if  they  remained  without 
- work  nrore  or  less  permanently.  Some 
people  want  to  be  busy  even  though  eco- 
nomic necessity  does  not  compel  them  to 
earn  a living.  They  may  be  ambitious 
to  do  something  worth  while  in  life  or 
may  desire  to  add  to  their  “ indepen- 
dent ” income  or  may  find  life  more  sat- 
isfactory when  engaged  in  congenial 
work.  Needless  to  say,  these  are  not 
“ common  laborers  " or  “ factory  hands,** 
hut  rather  members  of  the  clerical  or 
professional  group. 

More  men  and  wmen  were  at  work  in 
proportion  to  the  population  during  the 
recent  boom  years  than  previous  records 
have  shown.  These  extra  workers  have 
swelled  the  ranks  of  the  unemployed-  It 
may  be  that  they  desire  to  continue  to 
work  in  order  to  maintain  the  increased 
standard  of  living  which  they  achieved 


during  those  years.  Should  tbe  Govern- 
ment feel  a responsibility  for  their  lack 
of  employment  when  the  boom  is  gone? 
’This  phase  of  the  problem,  it  would  seem, 
is  not  a part  of  the  vital  issue. 

Sifted  down  in  this  way  the  conference 
issue  is:  What  is  to  be  done  as  an  emer- 
gency measure  to  give  remunerative  em- 
ployment to  those  men  and  women  who 
through  involuntary  idleness  have  no  in- 
come to  support  themselves  or  their  de- 
pendents? Such  a conference  most  deal 
with  a broad  social  question,  and,  as 
stated  above,  there  is  a social  question. 
It  must  seek  the  causes,  define  them  and 
determine  ameliorative  measures. 

It  will  naturally  find  that  the  most 
vexing  phase  of  the  issue  has  to  do  with 
industrial  workers,  including  miners  and 
transportation  employes.  They  are  all 
affected  by  the  same  phenomenon,  i.  e., 
no  orders  for  goods.  Orders  to  the  man- 
ufacturers mean  jobs  for  industrial 
workers;  mean  demand  for  steam  coal, 
and  hence  jobs  for  bituminous  miners; 
mean  more  freight.  In  other  words,  a 
cure  for  the  problem  of  unemployment 
which  the  conference  will  face  will  be  a 
cure  for  our  business  depression. 

In  lieu  of  such  a happy  but  impossi- 
ble outcome  of  the  conference  there  will 
be  an  attempt  to  “ make  work.”  In  many 
instances  two  jobs  will  have  to  grow 
where  one  grows  now.  Under  these  con- 
ditions all  eyes  naturally  turn  first  to 
the  Government.  There  are  many  who 
have  been  saying  that  Government  proj- 
ects should  be  undertaken,  running  up 
from  local  to  Federal  jurisdiction.  Work 
of  this  kind  must  be  paid  for  just  the 
same  as  other  work.  When  forced  in  this 
way  and  for  this  purpose  it  stands  less 
chance  than  otherwise  of  being  very  ef- 
ficiently done  Besides,  there  is  the  prob- 
lem of  financing  it  Taxation,  os  it  is, 
has  become  a delicate  subject,  and  is 
found  to  relieve  no  one  from  paying  the 
price  finally.  Tax-exempt  Government 
issues  are  also  an  inflammatory  subject 
In  any  case  it  would  not  affect  clerical 
and  professional  workers. 

There  will  be  discussed,  too,  the  po.ssi- 
bility  of  compelling  those  fortunate  work- 
men who  now  have  jobs  to  work  less 
time,  and  share  their  jobs  with  the  un- 
employed. It  is  a practical  question 
whether  or  not  unemployment  is  de- 
creased by  such  a method.  Does  part- 
time  employment  constitute  unemploy- 
ment? When  5,000,000  or  more  men  and 
women  are  out  of  work  there  is  unem- 
ployment If  the  time  of  5,000,000  others 
is  cut  in  half  and  one-half  is  given  to  the 
6,000,000  out  of  work,  is  there,  then,  no 
unemployment?  A simple  solution  if  this 
is  so!  But  it  does  not  increase  the  total 
income  to  workers.  That  is  obvious. 

The  results  of  an  investigation  recent- 
ly made  by  the  Federal  engineering  so- 
cieties will  doubtless  be  brought  before 
the  conference  along  with  numerous  oth- 
er studies'  in  unemployment  Two  con- 
spicuous points  stand  out  from  that  re- 
port One  of  them  is  the  estimate  of  the 
proportion  of  responsibiUty  for  business 
maladjustment  and  unemployment  of  la- 
bor that  belongs  to  the  management  to 


296 


THE  ANNALIST 


New  York,  Monday,  September  26,  1921 


the  workmen  and  to  the  public.  It  was 
found  that  more  than  half  of  the  re- 
sponsibility rests  upon  managfcment  And 
then  follows  the  second  conspicuous 
point,  nanrely,  that  seasonal  industries 
can  be  loTcled  out  by  standardizing  the 
output,  and  transferring  workmen  from 
one  kind  of  a job  to  another.  But  it 


would  seem  .obvious  that  if  industries 
that  now  run  only  a part  of  the  year 
are  to  be  organized  so  as  to  run  tlirough- 
out  the  year,  or  if  workmen  that  now 
find  work  in  their  trndo  only  for  a por- 
tion of  the  year  are  to  be  employed  all 
the  year  around,  some  strong  logic  will 
be  needed  to  show  the  union  laborers  es- 


pecially that  there  will  be  less  unem- 
ployment. 

After  all  is  said  the  Unemployment 
Conference  will  be  faced  with  the  prob- 
lem of  finding  a market  for  goods  or 
subsidizing  the  workmen  by  the  Govem- 
nient.  This  problem  is  a difficult  one, 
indeed,  but  a practical  solution  of  it 


would  be  greatly  to  be  desired.  It  will 
in  any  case  bo  helpful  in  following  the 
activities  of  the  conference  to  understand 
clearly  the  issue  with  which  it  must  deal. 
A study  of  unemployment  leads  to  a con- 
sideration of  the  cause.  The  cause  is  a 
lack  of  markets  for  goods.  The  cure  is 
to  find  a market. 


The  Legislative  Week  in  Washington 


Special  Correspondence  of  The  AnnalisL 
WASHINGTON.  Sept.  24. 

CONGRESS  reassembled  on  Sept  21, 
with  less  than  h.alf  the  members  pres- 
ent Action  on  the  revenue  legislation 
was  delayed  temporarily  by  a fight  over 
efforts  to  push  the  Willis-Campbell  Beer 
bill.  The  treaty  with  Germany  struck 
a snag  in  the  Senate  Foreign  Relations 
Committee,  when  Senator  Borah  and  oth- 
er “ irreeoDcUables  ” fought  against  giv- 
ing authority  to  the  President  to  name 
reprffientatives  on  the  Reparations  Com- 
mission without  obtaining  the  consent  of 
the  Senate. 

Democratic  members  of  the  Senate  Fi- 
nance Committee  announced  their  inten- 
tion of  offering  a series  of  amendments 
to  the  Revenue  bill  which  would  reduce 
the  normal  on  incomes  up  to  $16,000, 
and  change  the  corporation  taxes  to  place 
the  heaviest  burden  on  corporations  with 


large  net  incomes.  Republican  leaders 
predict  that  there  will  be  no  radiral 
change  in  the  fundamentals  of  the  reve- 
nue legislation  as  reported  by  the  Fi- 
nance Committee. 

The  Senate  Finance  Committee  has 
been  informed  that  the  report  of  the 
commission  dealing  with  the  question  of 
American  valuation  will  be  ready  in 
about  sixty  days.  This  will  mean  that 
final  action  in  revising  the  bill  in  the 
Senate  committee  will  be  delayed  until 
the  end  of  November,  and  that  the 
chances  of  the  bill  becoming  a law  be- 
fore Jan.  I are  slim.  Senator  Penrose 
denied  that  the  tariff  is  being  unneces- 
sarily delayed,  but  indications  are  that 
the  law  will  not  be  adopted  before 
Spring. 

The  War  Finance  Corporation  report- 
ed the  sale  of  more  than  $33,000,000  of 
car  trust  certificates,  which  were  mar- 


keted at  par  and  accrued  interest  on  a 
6 per  cent,  basis  for  the  Railroad  Admin- 
istration. Intimation  was  given  that 
other  .sales  of  the  certificates  may  be  ex- 
pected. 

The  conference  on  unemployment  is  set 
for  Monday,  Sept.  26.  Thirty-eight  dele- 
gates are  selected,  and  there  will  be  an 
Advisory  Committee  of  Twenty.  Secre- 
tary of  Commerce  Hoover  will  be  Chair^ 
man.  The  conference  hopes  to  arrive  at 
a definite  program  for  handling  the 
emergency  unemployment  situation. 

Senator  Penrose  made  the  prediction 
that  the  Revenue  bill  would  be  enacted 
into  law  by  Nov.  1.  He  said  that  it  was 
reasonable  to  expect  that  the  bill  would 
be  passed  in  the  Senate  within  two  weeks. 
Another  week  would  be  required  in  con- 
ference before  final  action  by  the  Sen- 
ate and  the  House. 


The  United  States  Slupping  Board 
commenced  experiments  with  the  bare 
bout  charter  program  by  allocating  four 
ships  at  a rate  of  60  cents  per  ton  per 
month.  Announcement  is  made,  however, 
that  this  is  not  a fixed  rate. 

Chairman  Lasker  of  the  Shipping 
Board  is  anxioxis  to  recondition  the 
steamship  Leviathan,  and  put  it  back 
into  the  transatlantic  service.  Estimates 
for  reconditioning  it  run  from  $7,000,000 
to  $10,000,000.  A board  of  experts  was 
appointed  to  make  an  inspection  and 
render  a report 

The  agenda  of  the  Conference  on  the 
Limitation  of  Armaments  was  made 
public  by  the  State  Department  It  is 
probable  that  the  Pacific  and  Far  East- 
ern questions  will  be  taken  up  first  The 
procedure,  however,  will  remain  unsettled 
until  the  delegates  arrive. 
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other  hand,  there  is  an  increase  of  56,- 

808.000  bushels  in  the  aggregate  output 
of  the  five  grains,  the  figures  for  the 
current  season  being  661366,300,  as 
against  605,057,900  bushels  the  previous 
year.  Of  the  Dominion’s  total  yield  of  the 
five  grains  79  per  cent  is  the  product 
of  the  western  prairies  compared  with 
slightly  less  than  70  per  cent  in  1920. 
Private  estimates  place  a value  of  be- 
tween six  and  seven  hundred  million  dol- 
lars on  the  grain  crops  of  these  three 
provinces.  The  official  figures  for  1920 
were  $609,494,400  and  for  1915,  the  year 
of  the  record  crop,  $423,731300.  Private 
estimates  give  the  total  field  crops  of 
the  Dominion  a value  of  $1360,000,000, 
compared  with  the  official  estimate  of 

51.455344.000  for  1920  and  $825370,000 
for  1915. 

On  Sept  23  the  Canadian  National 
Railways  and  the  Canadian  Pacific  Rail- 
way pnt  into  effect  lower  freight  rates 
on  grain  for  export  The  new  rate  b 
37V4  cents  per  hundred  pounds,  compared 
with  45  cents,  which  came  into  force  in 
May  last  It  b still,  however,  3^  cents 
stwve  the  rate  obtaining  prior  to  Decem- 
ber. 1920,  when  the  Canadian  Railway 
Board  boosted  it  to  48  cents.  Although 
the  movement  of  grain  to  shipping  points 
has  been  so  far  heavier  than  last  year,  it 
b anticipated  that  the  lower  rate  will 
give  it  additional  stimulus,  a good  deal 
of  wheat  being  held  in  the  West  in  ex- 
pectation of  this  action  on  the  part  of  the 
railways.  The  Marine  Department  at 


Ottawa  announces  that,  as  a result  of 
arrangements  m^e,  there  b no  danger 
of  a further  blockade  at  Canadian  ocean 
shipping  points. 

The  financial  feature  of  the  last  week 
ha*  been  the  flotation  of  new  bond  irmes 
by  the  Provincial  Governments  of  Ou- 
tario  and  Alberto,  involving  a total  of 
$24350,000.  The  Ontario  Government 
had  originally  called  for  bids  for  a $10,- 
000,000  6 per  cent,  twenty-two-year  is- 
sue, principal  and  interest  payable  in 
Canada.  There  was,  however,  only  one 
bid  when  tenders  closed  on  the  15th  insh, 
and  the  Government  decided  to  call  for 
fresh  bids,  it  being  intimated  that  for 
political  reasons  it  was  unwise  to  sell  on 
the  strength  of  a solitary  bid.  When  the 
new  tenders  were  called  they  asked  for 
bids  on  two  lots  of  $10,000,000  each,  one 
payable  in  Canadbn  and  the  other  in 
New  York  funds,  the  Provincial  Treas- 
urer reserving  the  right  to  sell  either  or 
both  the  issues.  When  the  tenders  dosed 
on  tiie  20th  inst.  the  highest  bid  for  both 
was  accepted.  The  issue  for  the  Cana- 
«Ban  market  was  sold  at  96.64,  or  on 
the  basb  of  6.28  per  cent,  or  39  above 
the  previous  week’s  bid,  while  the  pur- 
chaser was  the  same  syndicate  that  ten- 
dered on  the  former  occasion.  The  $10,- 
000,000  issue  designed  for  the  New  York 
market  was  taken  by  the  same  syndi- 
cate that  purchased  the  $4,000,000  To- 
ronto Harbor  bonds  the  previous  week, 
namely,  Lee,  Higginson  & Co.,  Boston; 
Bankers  Trust  Company,  New  York;  E. 


H.  Rollins  & Son,  Boston;  Spencer  Trask 
&.  Co.,  New  York;  Clarke,  Dodge  & Co., 
New  York;  Warner  & Co.,  Boston,  and 
R.  A.  Daly  & Co.,  Toronto.  The  price 
paid  was  106.608,  or  on  a basb  of  5.52 
per  cent  The  aclual  cost  will,  of  course, 
be  determined  by  the  rate  of  exchange 
obtaining  from  time  to  time.  On  Oct  1 
the  Ontario  Government  has  a loan  of 
$10,000,000  to  refund,  and  it  is  under- 
stood " on  the  Street  ” that  the  Provin- 
cial Treasurer  will  in  all  probability  find 
it  necessary  to  make  a further  issue  of 
$20,000,000  before  the  end  of  the  year. 

The  Province  of  Alberta  issue  was  for 
$4,350,000,  and  was  also  in  two  parts. 
The  one  was  for  $2,100,000,  bearing  in- 
terest at  6 per  cent  and  of  ten-year  ma- 
turity, and  payable  in  New  York.  This 
was  sold  to  a syndicate  headed  by  the 
Guaranty  Trust  Company  of  New  York 
at  103.0224,  or  on  a basis  of  about  5.60 
per  cent  There  were  in  all  ten  bids. 
The  other  block  was  for  $2,260,000,  bear- 
ing interest  at  6 per  cent  and  of  twenty- 
year  maturity.  This  was  sold  to  a syn- 
dicate headed  by  Aemilius  Jarvb  &.  Co., 
Toronto,  at  95.574  Canadian  funds,  or  a 
basis  of  about  6.40  per  cent  There  were 
tiiree  bids  for  this  issue. 

It  b understood  that  the  Montreal 
Tramways  Company  will  shortly  offer  a 
new  issue  estimated  at  from  six  to  ught 
million  dollars.  This  amount  will  be  re- 
quired to  take  care  of  $3350,000  matur- 
ing next  year,  while  at  least  $2,000,000 
will  be  required  for  capital  expenditure 


already  made,  and  $1,000,000  for  a sim- 
ilar undertaking  in  1922.  Still  another 
Montreal  issue  that  b to  be  offered  about 
the  end  of  September  is  a block  of  de- 
bentures of  the  Mount  Royal  Hotel  Com- 
pany. The  issue  b $1,000,000,  bearing  in- 
terest at  8 per  cenL  and  matures  in  July, 
1923,  bciivg  retired  by  an  issue  of  pre- 
ferred stock.  A bonus  of  common  stock 
to  the  extent  of  30  per  cent,  will  be  of- 
fered. 

The  English  Electric  Company,  Ltd., 
a large  British  corporation,  has  decided 
to  enter  the  Canadian  field,  and  in  pur- 
suance of  this  has  purchased  the  plant 
of  the  Canadian  Crocker-Wheeler  Com- 
pany, Ltd.,  St.  Catharines,  Ontario.  A 
new  company  known  as  the  English  Elec- 
tric Company  of  Canada,  Ltd.,  has  been 
formed  with  a capitalization  of  $2,000,- 
000  8 per  cent,  preferred  and  30,000 
shares  of  common  of  no  par  value.  The 
J.  G.  Brill  Company  of  Philadelphia  has 
purchased  the  plant  of  the  Preslon  Car 
and  Coach  Company,  Preston,  Ontario. 
A new  company  has  been  formed  with 
Samuel  M.  Curwen,  Philadelphia,  as 
President.  The  company  b already  in  re- 
ceipt of  orders  for  cars  from  the  Toron- 
to and  Winnipeg  street  railways  and  the 
Temiskaming  & Northern  Ontario  Gov- 
ernment Railway.  Still  another  Amer- 
ican industrial  concern  to  enter  the  Cana- 
dian field  is  Wallace  Barnes  & Co., 
Bristol,  Conn.,  manufacturers  of  screw 
machines,  &£.  They  have  secured  a plant 
at  Hamilton,  Ontario. 
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by  American  banks  and  private  concerns 
to  finance  previous  export  excesses. 

The  enormous  imports  of  gold  from 
various  countries  of  the  world,  exclusive 
of  gold  purchased  by  American  bankers 
in  the  London  free  gold  market,  tell  an 
eloquent  story.  The  gold  coming  in 
bricks,  kegs,  boxes,  in  dust  and  other 
forms  represents  gold  drawn  from 
hoards  or  from  new  production  pur- 
chased at  enormous  paper  money  pre- 
miums and  sent  here  to  establish  credits 
for  goods  to  be  purchased  or  to  pay  for 
goods  previously  bought  The  gold  b re- 
mitted because  it  b cheaper  to  do  that 
than  it  b to  buy  goods  at  enormously 
inflated  prices,  expressed  in  terms  of  in- 
flated foreign  currencies,  such  as  would 
have  to  be  paid  if  settlement  of  accounts 


was  effected  through  recourse  to  pur- 
chases of  dollars  in  the  foreign  exchange 
nuirket  The  foreign  exchange  market 
has  been  brought  to  extreme  depreciation 
largely  because  of  the  falling  off  in  im- 
ports, leaving  a heavy  trade  balance  in 
thb  country’s  favor,  which  has  caused  a 
great  excess  of  offerings  of  bilb  of  ex- 
change over  demand  for  such  bills.  It 
must  be  assumed  that  trade  reasons  alone 
have  accounted  for  the  depreciatiou  of 
the  principal  exchanges  in  recent  mcntlis, 
for  in  nearly  all  European  countries  ex- 
cept Germany  paper  money  inflation  has 
been  checked.  It  has  been  left  to  John 
Maynard  Keynes,  British  economist,  to 
come  out  with  the  highly  interesting  the- 
ory that  the  United  States  cannot  much 
longer  support  an  excess  export  balance 


of  trade  for  the  reason  that  such  a bal- 
ance in  our  favor  cannot  much  longer  be 
financed  either  by  ourselves  or  by  our 
European  customers.  This  theory  carries 
considerable  weight  at  the  present  time 
when  it  is  considered  that  we  are  buy- 
ing little  of  Enrope’s  goods  compared  to 
vriiat  we  sell  there;  that  our  sources 
of  credit,  with  the  exception  of  the  in- 
vestment market,  are  drying  up  or  are 
already  dry;  tliat  the  gold  we  are  re- 
ceiving from  foreign  centres  is  not  of 
inexhaustible  supply  and  cannot  be 
shipped  here  indefinitely.  Gold  ship- 
ments, whatever  invisible  international 
debits  we  may  have,  and  the  piuceeds  of 
foreign  loans  placed  in  the  United  States 
are  at  present  paying  for  a large  propor- 
tion of  our  foreign  sales  not  covered  by 


imports  of  goods.  Practically  all  of  these 
means  of  payment  to  which  Europe  has 
recourse  are  not  unlimited.  The  end  may 
be  closer  to  our  vision  than  we  think. 

Possibly  it  will  be  necessary  to  revise 
our  entire  scheme  of  foreign  trade  re- 
lations to  meet  the  situation  which  seems 
to  be  developmg.  We  have  fought  long 
and  seriously  to  save  our  export  trade. 
Why  not  adopt  a new  tack  for  a change, 
and  approach  the  subject  front  another 
angle,  that  angle  being  described  as  giv- 
ing a thought  to  our  import  trade?  Only 
by  so  doing,  perhaps,  can  we  save  our 
exports  and  at  the  same  time  save  Eu- 
rope from  the  menaces  of  idleness  and 
insufficient  production,  wbjch  dangers,  if 
they  should  develop  extensively,  would  be 
world-wide  in  their  disastrous  effects. 


l^&w  York,  Monday,  September  26,  1921 
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Washington  Confident  Over  Business  Revival 


Q address  which  be  pre- 
I pared  for  the  " Made-m- 

II  Carolinas  ” ExpositioD  at 
H Charlotte,  N.  C.,  on  Sept. 
■ 22,  W.  P.  G.  Harding, 
S Governor  of  the  Federal 
g Reserve  Board,  made  some 
efully  worded  state* 
! n 1 8 concerning  the 
iking  and  indastrial  sit* 
uation  which  would  seem  to  justify  a 
reasonably  optimistic  viewpoint  and  to 
add  to  the  feeling  of  confidence  which 
is  now  evident  in  official  circles  in 
Washington  when  the  question  of  the  re- 
vival of  business  is  discussed. 

Mr.  Harding,  for  one  thing,  feels  that 


By  Rodney  Bean 


eign  trade,  however,  on  the  basis  of  the 
gold  stock  of  other  nations.  Some  means 
must  be  devised  for  extending  long*term 
credits  abroad  or  of  interesting  Ameri- 
can investors  in  foreign  properties  and 
securities,  in  order  that  the  exchange 
which  now  runs  so  heavily  against  other 
nations  may  be  corrected. 

“ We  must  continue  to  buy  from  for- 
eign countries  those  things  which  they 
can  produce  better  or  more  cheaply  than 
we  can  and  exchange  commodities  with 
thern.  H we  determine  to  do  business 


the  period  of  liquidation  is  well  ad*  * with  and  for  ourselves  alone,  it  i 


vanced  and  that  the  much-discussed  inevitable  that 
“ corner  ” is  actually  turned.  He  mod- 
estly makes  the  claim,  indirectly  per- 
haps, that  the  Federal  Reserve  banking 
system  averted  a situation  that  might 
otherwise  have  resulted  in  a disa.strous 
panic.  With  wise  legislation  where 
taxes  and  tariff  are  concerned,  and  with 
the  “ come-back  ” of  the  railroad  sys- 
tems accelerated  a bit  by  proper  aid, 

Mr.  Harding  hopes  that  the  beginning 
of  the  period  of  revival  is  in-  sight. 

This  viewpoint,  adopted  by  the  Gov- 
ernor of  the  great  governmental  bank- 
ing system,  is  founded  on  a careful  sur- 
vey. The  condition  of  the  money  mar- 
ket has  developed  to  a point  where 
many  observers  here  are  venturing  the 
opinion  that  bonds  of  sound  railroads 
and  industrial  plants  will  soon  be  mar- 
ketable at  from  5 to  5^  per  cent,  in- 
terest, where  not  so  very  long  ago  the 
market  was  nearer  an  8 per  cent,  basis. 

The  railroads  apparently  are  slowly  dig- 
ging their  way  out  of  the  mire  of  de- 
pression and  looking  ahead  to  better 
times.  It  is  hoped  to  carry  over  the  un- 
employment situation  without  disastrous 
results. 

A summation  of  the  viewpoint  adopted 
by  Governor  Harding  is  of  unusual  in- 
terest just  at  this  time. 


reduce  our  pro- 
duction to  meet  merely  American  re- 
quirements. 

" One  word  abont  the  Federal  Reserve 
system.  Do  not  expect  it  to  do  the  im- 
possible. It  is  not  a panacea  for  all  eco- 
nomic and  financial  ills,  and  it  cannot, 
however  skillful  its  administration  may 
be,  prevent  periods  of  depression  in  the 
future,  although  it  can  do  much  to 
modify  them.  Other  nations,  such  as 
Great  Britain  and  Prance,  with  their 
great  central  banking  institutions,  have 
always  had  their  years  of  prosperity 
and  their  periods  of  depression,  although 
they  have  been  free  from  the  money 
panics  which  we  formerly  had  in  thi.s 
country  as  a result  of  our  inadequate 
banking  system. 

“All  history  show.s  that  periods  of 
prosperity  and  depression  come  in  cycles, 
the  rotation  being  about  as  follows: 


(1)  Prosperity,  (2)  liquidation,  (3)  stag- 
nation and  (4)  revival  At  the  present 
time  the  process  of  liquidation  is  well 
advanced,  and  the  end  of  stagnation  and 
the  beginning  of  the  period  of  revival 
seem  now  to  depend  upon  certain  things 
which  are  susceptible  of  accomplishment 
in  the  near  future,  among  which  may  be 
enumerated  the  financial  rehabilitation 
of  our  great  transportation  systems  and 
the  determination  of  the  policy  of  the 
Government  with  respect  to  revenues 
and  tariff.” 

^HIS  picture,  as  drawn  by  Governor 
Harding,  is  of  special  interest  in  view 
of  the  fact  that  Congress  has  again 
taken  up  its  work  and  the  conference  on 
unemployment,  which  the  President  sum- 
moned under  the  auspices  of  the  Depart- 
ment of  Commerce,  is  endeavoring  to 
formulate  plans  to  aid  in  promoting 
business  revival. 

It  will  be  of  interest  to  observe  what 
course  Congress  pursues  in  regard  to 
revenues  and  tariff,  the  legislation 
which  would  assist  in  extending  finan- 
cial relief  to  the  railroads  and  the  Ad- 
ministration’s bill  for  the  funding  of 
the  wartime  obligations  of  foreign  na- 
tions now  held  by  this  Government 

The  Administration  already  is  making 
better  progress  in  obtaining  money  for 
the  relief  of  the  carriers  than  had  been 
anticipated  when  the  Piesident  asked 
for  legislation  extending  the  powers  of 


Coal  Exports  in  1921 


^OAL  exports  from  the  United  States 
in  the  fiscal  year  just  ended  were 


— were  8,000,000  tons  in  1921,  against  5.- 
. - . 000,000  in  1920  and  less  than  1,000,000 

five  times  as  much  in  value  as  in  the  in  1919,  and  the  1921  value  of  bituminous 
year  preceding  the  war  and  nearly  sent  to  these  five  countries  standing  at 
double  those  of  1920.  The  total  value  of  $93,000,000,  against  $3,500,000  in  1919. 
coal  sent  out  of  the  country  in  the  year  South  America,  which  formerly  took 
$434,563,000,  most  of  its  coal  from  Great  Britain,  i 


“The  banking  situation,”  he  writes,  ending  with  June.  1921 

"he.  gently  ^„ilh  rj,p«l  .gpip^  ?231, 000,000  in  1920  and  JSO,-  lakes  large  ^rantiBes  tam  us  the  ialue 

w-  1 T''  i»  tk'  ye"  preceding  the  war.  „(  our  bitu^neus  coal  exporid  tp  Ar- 

^ gj"  ““  the  ficcPi  year  1917,  says  gentina,  BraBl.  Uruguay  aSd  Chile  alcne 

be  dismissed.  The  pmeess  of  nadjnst-  the  Trade  Becord  issued  by  The  NaBonal  haying  been  in  1921  *39,000,000,  against 
/V*-  t.-  ..  ..  $13,000,000  in  1920  and  a little  over  $1,- 


has  not  yet  been  completed,  but  City  Bank  of  New  York,  had  the  value 
evidences  are  multiplying  that  the  cor-  of  our  coal  exports  reached  as- much  as 
ner  has  been  turned  and  that  we  have  $100,000,000.  Prior  to  the  war  they 
passed  the  most  acute  stage  of  the  re-  averaged  about  $80,000,000  a year  (in- 
adjustment  period.  eluding  the  “ bunker  " coal  supplied  to 

Much  will  depend  upon  developments  vessels-  engaged  in  the  foreign  trade) 
m the  agricultural  sections  of  the  coun-  slowly  increasing  during  the  war  and 
try  and  upon  the  manner  in  which  the  standing  at  $141,000,000  in  its  closing 


the  War  Finance  Corporation  so  that 
that  corporation  might  use  some  of  its 
own  funds,  bolding  bonds  and  certifi- 
cates of  the  carriers  as  collateral. 

On  Sept  20  it  was  aimounced  that 
Managing  Director  Eugene  Meyer  of 
the  War  Finance  Corporation,  acting  an 
agent  for  the  Railroad  Administration, 
had  sold  at  par  with  accrued  interest 
railroad  equipment  trust  certificates  of 
a total  value  of  $33,184,100.  These  are 
a part  of  the  $380,000,000  worth  of  such 
certificates  that  were  given  to  the  Gov- 
ernment bjf  the  carriers  for  money  ad- 
vanced for  equipment.  They  carry  but 
6 per  cent  interest  and  must  be  marketed 
by  the  Government  at  not  less  than  par, 
although  tiiey  carry  no  Government 
guarantee. 

This  development  has  been  very  en- 
couraging, as  only  a short  time  ago  it 
was  believed  impossible  to  market  these 
certificates  at  par.  When  the  first  al- 
lotment, totabng  $7,500,000,  wa.s  dis- 
posed of  about  two  weeks  ago  writers 
who  view  things  from  the  Wall  Street 
angle  were  expressing  the  opinion  that 
the  original  sale  should  not  be  taken  to 
forecast  success  if  larger  issues  of  the 
certificates  were  offered.  Now,  how- 
ever, the  total  has  climbed  to  $33,184,- 
100,  and,  while  that  total  i.«  not  large. 
Treasury  officials  are  daily  becoming 
more  confident  of  their  ability  to  soli 
a very  considerable  amount. 

In  any  event,  the  vciy  determined  el- 
forta  of  the  Administration  to  eive 
speedy  financial  aid  to  the  carriers  ik 
having  a decidedly  helpful  effect.  If  the 
money  market  continues  easier,  it  is  not 
too  much  to  expect,  in  the  opinion  of 
some,  that  $100,000,000  worth  or  more 
of  these  certificates  will  be  di.sposed  of 
within  a reasonable  time  on  the  6 per 
cent,  par  basis.  In  tlie  meantime,' also, 
Congress  may  pass  the  legislation  re- 
quested by  the  President  and  thus  make 
the  task  an  easier  one. 

A S to  the  revenue  legislation,  it  is  prob- 
ably  safe  to  predict  that  it  will  be 
of  a nature  to  reassure  business  in  look- 
ing fonvard  to  the  coming  year.  Presi- 
<lent  Har<ling  and  Secretary  Mellon  had 
felt  that  the  repeal  of  the  excess  profits 
taxes  as  of  1921  would  be  helpful  in 
adding  a stimulus  to  business,  and  Sen- 
ator Penrose.  Chairman  of  the  Senate 
Finance  Committee,  was  prepared  to 


crops  are  marketed.  While  all  sections 
have  suffered,  the  burden  of  debt  and 
the  lack  of  buying  power  is  felt  more 
keenly  in  the  farming  districts,  and  no 
sustained  forward  movement  in  com- 


$43,000,000  in  1920,  while  nearly  all  of 
the  $50,000,000  worth  of  anthracite  ex- 
ported in  1921  also  went  to  Canada.  Of 
year,  1918,  $231,000,000  in  1920  and  the  total  bituminous  exports  of  1921, 
$434,000,000  in  1921.  nearly  one-half  went  to  Canada,  about 

This  big  increase  in  our  coal  exports  in  one-fourth  to  Europe  and  most  of  the 
1921  is,  of  course,  due  in  part  to  the  fact  remainder  to  Latin  America,  with  ex- 
British  coal  exports  have  been  tremely  small  quantities  to  Africa,  Asia 
merce  and  mdustry  can  be  expected  greatly  reduced  during  the  last  year,  her  and  Oceania. 

unleM  an  improvement  is  seen  and  felt  total  exports  of  coal  (exclusive  of  " Bunker " coal  supplied  by  the  United 

in  these  aorm^y  so  <■  bunker  ”>  having  been  in  the  year  end-  States  to  vessels  in  the  foreign  trade 

large  a part  of  the  country  s purchasing  ing  with  June.  1921,  but  16,500.000  tons,  has  greatly  increased,  especi^y  once 
against  31,000,000  in  1920  and  73,000,000  toe  close  of  the  war,  the  quantity  having 
in  the  like  period  of  1912-1913.  British  advanced  from  5,821,000  tons  in  the 
coal  exports  (exclusive  of  " bunker ")  fiscal  year  1918  to  9,436,000  in  1921,  and 
in  the  twelve  months  ending  with  the  value  from  $29,000,000  in  1918  to 
June,  1921,  were  less  than  one-half  as  $82,000,000  in  1921.  The  average  price 

much  as  those  of  the  United  States,  of  " bunker " coal  supplied  5n 

while  in  1913  her  exports  were  3H  times 
as  much  as  ours.  The  United  States 
and  Great  Britain  are  now  the  world’s 
chief  coal  exporting  countries,  the  quan- 


000,000  in  1913.  Canada  continues 
largest  single  customer  for  coal,  the 
value  of  bituminous  sent  to  Canada  in 

1921  having  been  $97,000,000,  against  ' urge  such  a program.  But  in  the  end, 
after  Senator  Penrose  had  predicted 
that  the  Senate  would  report  a bill  pro- 
viding for  retroactive  i-epeal,  the  farmer- 
labor  bloc  gained  control,  and  unless  the 
situation  is  overturned  on  the  floor  of 


“ With  proper  co-operation  on  the  part 
of  merchants  and  bankers,  those  en- 
graged  in  agriculture  have  now  oppor- 
tunities and  prospects  which  were  not 
anticipated  a few  months  ago,  and  it  is 
of  vital  importance  that  this  co-opera- 
tion be, given. 

“ It  should  be  remembered  also  that 
in  order  to  maintain  our  rate  of  produc- 
tion we  must  push  our  foreign  trade.  We 
produce  more  cotton,  more  foodstuffs, 
more  copper  and  more  manufactured  ar- 
ticles of  great  variety  than  we  need  for 
our  own  use.  In  the  changed  conditions 
resniting  from  the  war  America  occu- 
pies a new  relationship  to  the  world. 
We  are  no  longer  a debtor  nations,  as 
i 1914,  but  today  we 


the  years  1921  was  $8.68  per  ton,  against 
an  average  of  $8.77  for  the  bituminous 
coal  consigned  to  foreign  countries. 

Of  the  48,737,000  tons  of  coal  sent  ont 


tities  supplied  to  world  trade  by  the  of  the  United  States  i 


1921,  34,434,000  1 


tons  “bunker,”  and  4378,000  tons 
anthracite.  Even  this  unusually  large 
exportation  formed  but  about  10  per 
cent,  of  the  quantity  turned  out  by  our 
mines  in  the  same  period.  No  alarm 


other  coal  exporting  nations — Canada, 

Japan  and  Australia — averaging  but 
abont  2,000,000  tons  each,  while  Ger- 
many, formerly  a large  coal  exporter, 
will  have  little  to  spare  in  excess  of  her 
coal  obUgations  to  Prance  and  Italy 
under  the  Spa  agreement 

_ This  shortage  of  British  and  other  coal  need  be  felt  as  to  the  effect  of  this  large 

world  s great  creditor  nation.  We  have  for  export  has  been  followed  by  very  coal  exportation  upon  our  available  sup- 
an  raomous  stock  of  gold,  much  of  large  demands  upon  the  United  States  ply.  since  we  have  over  one-half  the 
w cb  has  come  to  us  during  recent  from  countries  which  formerly  relied  known  coal  “ reserve " of  the  world,  and 
months  from  all  quarters  of  the  globe  upon  Great  Britain.  Our  exports  of  all  of  the  1214  million  tons  mined  by 
m payment  of  commodities  purchased  bituminous  to  the  five  principal  coal  im-  us  in  the  last  century  has  taken  ont 
porting  countries  of  Europe — France,  but  about  2 per  cent,  of  our  available 
We  cannot  forever  maintain  our  for-  Italy,  Belgium,  Sweden  and  Switzerland  supply. 


the  Senate  the  repeal  will  begin  in  Jan- 
uary, 1922. 

Revenue  will  be  given  the  right  of  way 
over  the  tariff,  with  little  prospects  of 
the  adoption  of  permanent  tariff  legis- 
lation before  next  Spring.  The  emer- 
gency tariff  probably  will  be  continued 
until  Jan.  1,  1922.  or  thereafter. 

With  Secretary  of  Commerce  Hoover 
in  charge  of  the  conference  on  unem- 
ployment there  would  seem  to  be  a very 
real  hope  that  something  will  be  accom- 
plished. Mr.  Hoover  has  a large  num- 
ber of  practical  suggestions  which  he 
hopes  will  help  not  only  in  handling  the 
present  emergency  but  in  bringing 
about  a permanent  improvement  in  em- 
ployment conditions  which  should  have 
very  beneficial  effect.  Secretary  of 


foreign  countries,  9,436,000  Labor  Davis  also  has  given  a more  op- 


timistic turn  to  the  unemployment  situ- 
ation by  the  expression  of  opinion  that 
the  conditions  faced  are  not  so  severe 
as  earlier  reports  may  have  indicated. 
No  one  is  attempting  to  sidestep  the 
fact  that  a serious  situation  is  con- 
fronted, but  all  are  hopeful  that  the  suf- 
fering and  calamity  which  sensational- 
ists have  predicted  will  be  averted, 
industry  stimulated  during  the  Fall  and 
Winter  and  the  way  paved  for  a veiy 
real  revival  of  business  activities  in  the 
Spring. 
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New  York  Stock  Exchange  Transactions 


Week  Ended  September  24,  1921  Total  Sales  3,045,698  Shares 
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New  York  Stock  Exchange  Transactions — Continued 
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The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 

Week  Ended  September  24  Total  Sales  $83,076,600  Par  Value 
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Bank  and  Tnut  Co. 
Stodn 

CLINTON  GILBERT 

2 WJ  St.  n.  T.  T4.  4MS  l«cte 


The  Giampions  Who 
Train  Here 

Keeping  business 
athletes  in  trim  is 
our  big  specialty. 

Let  os  keep  you  fit 
for  your  fi^  in  the 
business  world. 

McGOVERN’S  GYMNASIUM 


5 West  66th  St. 

New  York 

TeiephoBc*:  C«hm>bo«  tttt,  UU 


$31,154,000 

The  Pennsylvania  Railroad  Equipment  Trust 


6%  Gold  Certificates 


Issued  under  the  PhUadelphia  Plan 


DIVIDENDS  PAYABLE  JANUARY  IS  AND  JULY  IS 


I intereit.  CertlHcs 


The  Certificates  now  offered  mature  in  annual  instalments  of  approximately  23,894,000  from  January  15,  1928 
to  January  IS,  1935.  They  are  part  of  a total  issue  of  258,412,000  m.ituring  from  Januajy  15,  1921  to  January  IS, 
1935,  of  which  the  Certificates  maturing  January  IS,  1921,  have  been  paid. 

These  Certificates  are  issued  against  standard  railroad  equipment  under  an  Equipment  Trust  Agreement  be- 
tween the  Director-General  of  Railroads,  the  Railroad  Company,  and  the  Guaranty  Trust  Company  of  New  Vork 
Trustee. 

We  are  informed  that  these  are  the  only  Certificates  which  have  been  issued  under  such  agreements  under  the 
Philadelphia  Plan. 

SUBJECT  TO  PREVIOUS  SALE  AND  CHANGE  IN  PRICE  WE  OFFER  THE  ABOVE  CERTIFICATES 
AT  PRICES  TO  YIELD  5.80%  UPON  THE  INVESTMENT  IF  HELD 
TO  MATURITY  AS  FOLLOWS: 


and  accrued  interest 


Certificates  maturing  January  15,  1928,  at  101.04% 

15.  1929,  “ 101.18% 

15.  1930,  " 101.30% 

15,  1931,  " 101.42% 

IS,  1932,  “ 101.53% 

15,  1933,  ••  101.64%  ■■ 

15,  1934,  “ 101.74%  •• 

15.  1935,  " 101.84% 

Pending  the  preparation  of  the  definitive  certificates  temporary  receipts  of  United  States  Mortgage  & Trust 
Company,  New  York,  exchangeable  for  definitive  certificates  when  received  by  them,  will  be  delivered.  The  right  is 
reserved  to  reject  any  application  and  to  allot  a smaller  amount  than  applied  for. 
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The  Union  Trust  Co.  of  Pittsburgh 
Girard  Trust  Co.  of  Phila.  Commercial  Trust  Co.  of  Phila. 

Continental  and  Commercial  Trust  and  Savings  Bank,  Chicago. 
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The  Arms  Conference — 

Critical  decisions  must  be  reached — A study  by  Stephen 
Bonsai  of  profound  importance. 

U.  S.  Airplane  Record  Vindicated — 

An  official  presentation  by  Major  Hickam  of  the  Air  Service. 
Written  to  settle  the  controversy  once  for  all. 

Billions  for  Our  Farmers — 


Italian  Murder  Societies  in  America — 


Poland  and  the  Jews — 

Reaffirmation  of  the  charges  of  persecutions  by  one  who 
was  with  the  Morgenthau  mission. 

Suicide  a la  Mode  in  Japan — 

The  strange  fashion  prevailing  in  that  country. 

Passing  of  the  Turkish  Empire — 

A comprehensive,  important/historical  review  brought  to  the 
present 

The  Age  of  Lawlessness — 

A master  analysis  of  the  spirit  prevalent  today ; by  James 
M.  Beck.  Unit^  States  Solicitor  General. 

The  Greed  of  the  Powers  in  Asia  Minor — 

Important  new  revelations  of  seven  secret  agreements  for 
dividing  up  Turkey,  with  maps. 

Spain  Threatened  With  Civil  War — 

The  secession  movement  in  Catalonia. 

New  War  in  the  Balkans — 


China,  Captive  or  Free? — 

Her  betrayal  by  the  Allies — Japan's  oppression.  Gilbert 
Reid’s  important  review. 

England’s  Hand  in  the  Far  East — 

An  official  American  observer  sheds  light  on  the  game  of 
grab  in  Persia,  Arabia  and  Mesopcdamia. 

The  Right  Road  to  Business  Recovery — 

An  important  study  of  financial  and  commercial  conditions. 

Fifty  nations  are  reviewed.  The  news  in  each  within 
the  past  30  days.  Events  are  narrated  without  com- 
ments. The  facts  from  fundamental  sources.  Inter- 
national cartoons.  The  magazine  is  profusely  illus- 
trated. 
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The  Unemployment  Conference 


By  Rodney  Bean 


Special  Correspondence  of  The  Annaliel. 
WASHINGTON,  Oct  1. 

^lllillllllllllllllllllllllllllllllllllllllHIl^  ANY  who  arc  mak- 

M B industrial  and 

H 1%  /I  B economic  condi- 

I I ^ / I B tions  with  a view 

M I V I H to  d etermining 

H ^ B what  the  Fall  and 

business  generally 
are  awaiting  with  unusual  interest  the 
results  of  the  so-called  National  Confer- 
ence on  Unemployment,  in  session  here 
this  week  under  the  direction  of  Secre- 
tary of  Commerce  Herbert  Hoover. 

The  term  “ so-called  ” is  used  because 
the  conference  is  more  than  just  a get- 
together  meeting  to  see  what  can  be  done 
about  finding  jobs  for  the  jobless.  Out 
of  the  interchange  of  views  may  come 
a pretty  definite  understanding  among 
certain  large  industries  concerning  their 
attitude  toward  wage  reductions,  the  tar- 
iff and  its  relation  to  business  revival, 
the  relationship  of  railroad  rates  to  in- 
dustrial stimulation,  and  other  funda- 
mental principles  involved  in  promoting 
reconstruction. 

There  are  gathered  about  the  round 
table  in  Washington  today  men  high  in 
the  councils  of  great  mdustries  in  prac- 
tically every  section  of  the  country.  They 
have  been  brought  together  under  gov- 
ernmental supervision  to  discuss  their 
troubles  and  exchange  views  and  com- 
pare notes.  And  by  the  time  the  con- 
ference concludes  these  men  will  have 
a pretty  thorough  understanding  of  each 
other’s  hopes  and  plans  for  the  future — 
a sort  of  working  basis  on  which  to  pro- 
ceed with  reasonable  assurance  as  to 
what  they  may  expect  the  “ other  fel- 
low " to  do. 

In  such  a situation  there  is  an  ele- 
ment of  danger  as  well  as  a chance  that 
a very  great  progress  may  be  brought 
about  in  aiding  industry  to  strike  its 
.stride. 

The  danger  lies  in  the  possibility  of 
an  open  dash  with  organized  labor, 
which  also  is  represented  in  the  con- 
ference. There  was  an  intimation  of 
trouble  almost  as  soon  as  the  conference 
began,  when  stories  came  out  of  the 
room  where  the  Committee  on  Emergency 
Measures  on  Manufactures  was  closeted 
that  some  of  the  employers  were  losing 
no  time  in  talking  about  the  necessity 
for  heavy  wage  redactions,  while  labor, 
as  represented  by  Samuel  Gompers,  Pres- 
ident of  the  American  Federation  of  La- 
bor, was  protesting  against  such  talk. 

The  early  reports  indicated  also  that 
a number  of  the  delegates  representing 
the  employers  came  on  to  Washington 
filled  with  the  theory  that  wages  must 
be  reduced,  and  reduced  heavily,  and 
anxious  to  talk  about  this  subject  with 
representatives  of  industries  other  than 
their  own.  It  was  inevitable  that  this 
phase  of  the  reconstruction  and  liquida- 
tion problem  should  crop  out  early  in 
the  discussions.  The  severe  re.<<ponsibiI- 
ity  that  Mr.  Hoover  accepted  in  summon- 
>ng  the  conference  was  to  see  that  there 


was  no  bitterness  between  representa- 
tives of  employer  and  employe  which 
would  cause  an  open  break. 

When  plans  for  the  conference  were 
first  announced  leaders  of  some  branches 
of  labor  wanted  to  have  nothing  to  do 
with  jt,  and  were  opposed  to  the  Amer- 
ican Federation  of  Labor  going  into  the 
meetings  on  the  present  basis.  The  con- 
tention was  that  a combination  of  em- 
ployers such  as  the  conference  would 
bring  together  would  be  a dangerous 
thing,  supplying  industry  an  opportunity 
to  formulate  definite  and  concerted  plans 
to  drive  wages  down  to  a level  which 
would  be  below  the  level  reached  if  In- 
dustrie made  their  readjustment  plans 
without  this  opportunity  to  talk  it  over. 

While  working  conditions,  the  question 
of  the  right  to  bargain  collectively  and 
other  problems  of  the  kind,  which  have 
proved  stumbling  blocks  to  former  round- 
table meetings  between  capital  and  la- 
bor, were  barred  from  the  present  con- 
ference, it  was  too  much  to  expect  that 
the  question  of  reduced  wages  could  be 
kept  entirely  out  of  the  discussion.  One 
of  the  major  problems  before  the  con- 
ference is  that  of  determining  means  to 
revive  industry,  and  many  industries — 
the  railroads  are  a striking  example — 
arc  contending  that  present  wages  re- 
tard rehabilitation  more  than  any  other 

fJ^HERE  is  no  intention  on  Secretary 
Hoover’s  part,  however,  to  permit  the 
question  of  wages  to  overshadow  other 
problems  in  the  deliberations  of  the  con- 
ference. In  fact,  he  holds  quite  another 
viewpoint  It  is  his  hope  that  the  con- 
ference will  reassure  business,  supply 
proof  that  the  unemployment  situation 
is  not  as  grave  as  earlier  reports  would 
indicate,  and  lend  confidence  as  well  as 
a sense  of  duty  to  the  industries  which 
are  hanging  back  refusing  to  take  a step 
forward  until  another  leads  the  way,  and 
thereby  retarding  the  progress  toward 
normal  by  many  months. 

If  industry  could  convince  itself,  or 
be  convinced,  that  the  .time  has  come 
when  a few  more  wheels  may  be  turned 
—that  progress  can  safely  be  made  on 
a basis  that  is  fair  to  both  capital  and 
labor — a r&sult  would  be  accomplished 
which  would  gradually  provide  employ- 
ment for  a great  number  of  those  who 
are  now  out  of  work.  Prominent  Govern- 
ment offidals  believe  that  such  a situa- 
tion has  been  reached,  and  they  are  con- 
fident that  the  interchange  of  opinion 
which  has  been  going  on  in  Washington 
will  end  in  a general  acceptance  of  that 
viewpoint. 

As  far  as  possible  it  is  the  hope  of  the 
Government  officials  that  the  wage  ques- 
tion may  be  kept  out  of  the  deliberations 
of  the  conference,  and  treated  as  an  is- 
sue which  industries  must  settle  for 
themselves  in  dealing  with  their  em- 
ployes. 

It  is  fair  to  as.sume  that,  by  the  time 


the  conference  ends,  the  railroads  will 
know  just  what  they  may  expect  in  the 
way  of  payments  of  claims  by  the  Gov- 
ernment; that  the  steel  industry  will 
have  a better  knowledge  of  equipment 
and  repair  work  which  the  railroads  hope 
to  undertake;  that  data  will  be  in  the 
hands  of  all  branches  of  industry  and 
business,  based  on  the  best  information 
obtainable,  concerning  the  outlook  for 
export  trade;  that  industries  will  know 
definitely  the  extent  of  orders  relating 
to  road  building  and  other  construction 
work  on  which  they  safely  may  plan,  and 
that  many  other  questions  of  a similar 
character  concerning  which  there  has 
been  endless  speculation  and  very  little 
direct  information  will  be  answered. 

■pOR  several  months— in  fact,  almost 
since  he  entered  upon  his  duties — Sec- 
retary Hoover  has  been  in  consultation 
with  representatives  of  many  industries 
in  an  endeavor  to  get  together  definite 
and  reliable  information  upon  which  all 
industry  could  shape  its  plans  to  “ come 
back.”  Committees  have  been  called  to 
Washington  from  time  to  time,  and  the 
facts  developed  by  these  deliberations 
carefully  checked  up  with  a view  to 
obtaining  a true  picture  of  the  situation 
faced.  The  work  has  been  done  quietly 
but  thoroughly. 

By  such  a system  it  was  possible  to 
furnish  for  the  railroads,  for  instance, 
reliable  information  about  what  they 
might  expect  in  the  way  of  increased 
tiaffic  from  various  industries;  the  steel 
industry  would  find  available  the  best  in- 
formation that  the  Government  had  been 
able  to  obtain  concerning  other  activ- 
ities which  might  shortly  want  iron  and 
steel  products.  It  was,  in  a sense,  a slow 
and  painstaking  effort  to  convince  vari- 
ous branches  of  industry  that  the  depres- 
sion which  had  gripped  the  nation  was 
to  an  extent  a '*  state  of  mind,"  and  that, 
with  all  working  together,  gradual  but 
steady  improvement  was  possible. 

It  was  early  apparent  to  the  Govern- 
ment officials  who  had  been  watching 
each  day's  developments  with  the  great- 
est care  that  the  period  of  liquidation 
would  continue  for  some  time  to  bring 
costs  and  wages  down  to  a level  from 
whence  a new  start  could  be  made.  That 
was  accepted  as  inevitable,  and  the  in- 
crease in  unemployment  from  month  to 
month  wa.s  viewed  with  concern,  but  not 
with  alarm.  The  task  was  to  determine 
when  the  point  had  been  reached  at 
which  reaction  might  set  in  and  the  turn 
for  better  things  be  made. 

Secretary  Hoover,  who  has  had  avail- 
able to  him  as  a result  of  his  studies 
and  conferences  with  representatives  of 
scores  of  industries  the  most  comprehen- 
sive accumulation  of  information  obtain- 
able from  varied  sources,  believes  that 
the  period  of  liquidation  has  reached  the 
point  where  by  intelligent  co-operation 
a gradual  movement  for  better  conditions 
can  be  brought  about 
" There  can  be  no  question  that  we  are 


on  the  up  grade,”  he  said  in  his  address 
when  the  delegates  assembled  last  Mon- 
added  that  emergency  meas- 
ures would  be  necessary  to  handle  the 
unemployment  situation  during  the  Win- 
ter months,  but  that  he  was  convinced 
that  suffering  could  be  avoided  without 
the  adoption  of  measures  which  might 
be  looked  upon  as  charity. 

After  all  one  of  the  greatest  “ emer- 
gency ” measures  which  could  be  put  into 
effect  would  be  a general  if  very  grad- 
ual increase  in  industrial  activity.  Should 
the  interchange  of  views  which  is  tak- 
ing place  give  even  the  slightest  impetus 
at  this  time  by  restoring  confidence  it 
will  have  provided  for  the  employment  of 
many  thousands  of  men.  The  chief  hope 
of  the  conference  in  its  efforts  to  handle 
the  unemployment  problem  in  time  to 
prevent  suffering  during  the  Winter 
would  seem  to  lie  in  this  direction.  Grad- 
ual development  along  normal  lines,  com- 
bined with  the  adoption  of  certain  emer- 
gency measures,  including  perhap.s 
“ staggered  employment,"  might  very 
well  take  care  of  the  situation. 

Secretary  Hoover  realized  that  for  in- 
dustry to  sag  again  at  this  time  with 
Winter  coming  on  would  perhaps  bo  a 
mortal  blow  to  his  long-continued  efforts 
to  avert  a crisis  this  Winter.  Possibly 
this  thought,  too,  was  in  President  Har- 
ding’s mind  when  he  urged  upon  Congress 
the  necessity  for  granting  legislation  to 
extend  relief  to  the  railroads — legisla- 
tion which  has  not  yet  been  granted. 
But  the  success  which  has  met  the  flota- 
tion of  the  equipment  trust  certificates 
held  by  tlie  Government  has  to  an  ex- 
tent relieved  this  situation.  It  might 
have  been  a serioas  blow  to  the  hopes 
for  results  from  the  present  unemploy- 
ment conference  if  the  offerings  had 
failed  of  a market.  As  things  turned  out 
the  more  hopeful  situation  where  the  car- 
riers are  concerned  has  had  a stimulat- 
ing effect 

rPHE  turn  for  the  better  in  the  .-itecl 
industry  is  another  contributing  fac- 
tor to  hopefulness,  and  none  of  these 
developments  is  being  overlooked.  If  the 
delegates  to  the  conference,  after  a face- 
to-face  talk,  go  away  satisfied  that  they 
can  look  forward  to  better  rather  than 
more  discouraging  conditions  in  indus- 
tries other  than  as  well  as  those  which 
they  represent  a prodigious  step  toward 
the  .solution  of  the  greavest  features  of 
the  problem  will  have  been  taken. 

Where  the  steel  industry  is  concerned, 
for  instance,  there  would  seem  to  be 
many  reasons  for  a hopeful  attitude.  A 
financier  who  knows  the  business  thor- 
oughly offered  the  opinion  the  other  day 
that  when  the  revival  set  in  there  would 
be  sufficient  business  to  keep  the  steel 
mills  in  capacity  regardless  of  their  ex- 
pansion during  the  war  period.  He 
pointed  out  that  the  railroads  had  a very 
large  amount  of  equipment,  repair  and 
maintenance  work  to  be  done,  work 
which,  under  normal  conditions,  would 
have  been  accomplished  day  by  day,  but 
which  had  been  permitted  to  accumulate 
because  of  reduced  traffic  demands  and 
the  need  for  strictest  economy:  the  great 
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fleet  of  ships  constructed  during  the  war 
would  make  hca^'y  demands  on  the  steel 
industry,  nnd  the  l>uildmg  industry, 
which  was  practically  at  a standstill 
during  the  war  and  the  period  of  infla- 
tion following  the  war,  would  bo  in  the 
market  for  great  quantities  of  building 
materials.  He  expressed  the  hope  that 


the  railroads  and  the  steel  industry 
might  from  this  time  lead  the  way  nnd 
better-conditions  continue. 

The  confci-encc  has  been  described  as 
one  on  assurance  as  well  as  on  unem- 
ployment Emergency  measures  will  be 
suggested  and  put  into  effect  no  doubt 
but  they  must  fail  adequately  to  handle 


the  situation  unless  the  general  trend 
con  be  maintained  upward  and  stimu- 
lated. Secretary  Hoover  has  much  at 
stake,  for  in  calling  the  conference  he 
assumed  a rc.sponsibility  almost,  if  not 
as  great,  as  his  responsibility  as  Food 
Administrator  during  the  World  War. 
President  Harding,  after  a preliminary 


address,  stepped  aside  and  placed  the 
management  of  the  task  in  Mr.  Hoovei's 
hands.  It  is  his  first  great  test  as  Sec- 
retary of  Commerce,  and  has  pushed  him 
to  the  foi-cfront  as  a commending  figure 
in  the  Administration  after  months  of 
quiet,  unostentatious  work  of  rebuilding 
the  Department  of  Commerce. 


The  Legislative  Week  in  Washington 


Special  Correspondence  of  Tht  Annalist. 

WASHINGTON.  OcL  1. 
rpUE  National  Conference  on  Unem- 
ptoyment  assembled  here  estimates 
unemployment  at  not  less  than  3,700,000 
and  not  more  than  4,000,000,  with  emer- 
gency cases  probably  totaling  slightly 
more  than  2,000,000. 

The  United  States  Shipping  Board  has 
announced  its  decision  not  to  accept  the 
offer  of  the  Ship  Construction  and  Trad- 
ing Company  for  the  purchase  of  the 
fleet  of  wooden  ships,  and  wiQ  make  a 
new  surrey  of  the  situation. 

Republican  leaders  predict  ratification 
of  the  treaty  of  peace  with  Germany  by 
early  in  November.  A canvass  indicates 
that  not  more  than  twenty  Democrats 
are  opposed  to  ratification. 

The  Treasury  Department  indicates 
that  it  looks  fa%-Drably  upon  the  proposal 
for  an  American  valuation  clause  in  tar- 
iff legislation.  A committee  of  experts 
will  report  within  sixty  days  on  the  plan. 
The  application  to  the  chemical  schedule 
wiU  be  first  under  consideration. 

The  Interstate  Commerce  Commission 
has  announced  a tentative  plan  for  con- 
solidation of  the  railroads  of  the  nation 
into  nineteen  systems.  Public  hearings 
will  be  held  within  a short  time.  The 


plan  differs  in  some  respects  from  that 
outlined  in  the  original  report  by  Pro- 
fessor Ripley  of  Harvard. 

Senator  McNary  of  Oregon,  reprasent- 
ing  the  Western  group  of  Republican 
Senators,  offers  an  amendment  to  the 
Sejste  Tax  bill  for  repeal  of  all  freight, 
passenger  and  express  taxes  after  Jan. 
1,  1922.  The  bill  in  its  present  form 
would  cut  taxes  in  two. 

Tenative  plans  were  made  by  the  La- 
bor Committee  of  the  Senate  to  renew 
its  investigation  into  cool  mining  disor- 
ders in  West  Virginia  after  the  disposal 
of  the  Peace  Treaty  and  Tax  bill. 

Representative  Green  of  Iowa,  Repub- 
lican member  of  the  Ways  and  Means 
Committee,  offers  a bill  which  would  con- 
tinue the  emergency  tariff  legislation  un- 
til the  permanent  Tariff  bill  is  enacted 
into  law.  The  emergency  tariff  law 
would  otherwise  expire  on  Nov.  27. 

The  Senate  Foreign  Relations  Com- 
mittee reported  the  treaty  of  peace  with 
Germany,  including  a reservation  that 
the  United  States  shall  not  be  repre- 
sented on  the  Reparations  Commission 
or  other  commissions  created  under  the 
Treaty  of  VersaiUes,  except  with  the  con- 
sent of  the  Senate.  Senator  Borah  of- 
fered a resolution  to  ask  Secretary  of 
State  Hughes  whether  there  is  at  pres- 


ent any  American  representation  on  the 
Reparations  Commission. 

The  Judiciary  Committee  of  the  Sen- 
ate favorably  reported  a bill  to  extend 
to  six  years  the  statute  of  limitations  in 
caso.s  of  fraud  or  attempted  fraud 
against  the  Government 

The  Willis-Campbcll  Beer  bill  was  put 
aside  after  two  deays  of  debate  to  give 
the  right  of  way  to  the  revenue  legisla- 
tion and  the  treaty  of  peace.  It  would 
appear  doubtful  that  the  Beer  bill  will  be 
acted  upon  finally  for  .several  weeks,  and 
possibly  not  at  the  present  session. 

Intimation  is  received  that  the  Admin- 
istration may  oppose  action  by  the  Sen- 
ate on  the  bill  for  the  repeal  of  Panama 
Canal  tolls  for  American  coastwise  ship- 
ping until  after  the  conference  on  lim- 
itation of  armaments. 

An  amednment  to  the  Tax  bill  striking 
out  the  levy  of  10  per  cent  on  fur  arti- 
cles was  submitted  to  the  Senate  by  Sen- 
ator Spencer. 

Senator  Lodge  presented  to  the  Senate 
a letter  from  President  Harding  asking 
for  information  on  the  progress  of  the 
Peace  Treaty,  " so  that  we  may  put  aside 
the  last  of  war  relationship  and  hasten 
our  letum  to  the  fortunate  relations  of 
peace.”  Assurance  was  given  Senator 
Lodge  that  the  American  forces  would 


be  withdrawn  from  Germany  soon  after 
the  treaty  was  ratified. 

The  report  on  the  Tax  Revision  bill 
submitted  to  the  Senate  by  the  Finance 
Committee  estimated  the  revenues  to  be 
collected  for  the  present  fiscal  year  at 
^,824,000,000,  or  $84,000,000  more  than 
under  the  bill  as  passed  by  the  House. 
For  the  next  fiscal  year  the  revenues  are 
estimated  at  $2,736,000,000. 

Postponement  of  hearings  on  tariff 
schedules  on  farm  products  and  live 
stock  until  November  was  agreed  upon  at 
a conference  between  Chairman  Penrose 
of  the  Senate  Finance  Committee  and 
representatives  of  farm  organizations. 

An  appropriation  of  $3,100,210  to  com- 
plete the  construction  nnd  equipment  of 
the  railroad  between  Seward  and  Fair- 
banks, Alaska,  was  provided  for  by  a 
bill  submitted  in  the  House  by  Repre- 
.tentative  Curry  of  California. 

Administration  leaders  will  urge  the 
early  ndoplion  of  the  bill  for  the  funding 
of  the  wartime  obligations  of  the  allied 
nations  held  by  the  United  States,  and 
also  for  the  adoption  of  the  legislation 
to  fund  the  debts  of  the  carriers  and 
advance  money  on  claims  against  the 
Government.  Indications  are  that  action 
will  be  delayed  for  some  time  unless 
changes  are  agreed  to  in  both  bills. 
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TORONTO,  Oct.  1. 

fpHE  improvement  in  sentiment  and  in 
■L  activity  which  has  been  characteris- 
tic of  general  business  conditions  in  the 
last  few  weeks  is  gradually  extending 
to  the  manufacturing  industry.  Although 
relatively  few  factory  plants  are  being 
operated  to  capacity,  the  tendency  is 
rather  toward  that  ideal  condition  than 
away  from  it,  as  was  the  case  in  the  mid- 
summer months.  In  the  last  week  plants 
that  were  closed  down  have  resumed  op- 
erations, while  others  have  been  encour- 
aged to  augment  their  staffs  with  a view 
to  obtaining  an  increase  in  output  Cana- 
dian Cottons,  Ltd.,  has  resumed  full  time 
at  its  Cornwall  mill,  and  a partial  re- 
sumption has  taken  place  at  its  Stor- 
mont roilL  The  Greening  Wire  Company, 
Hamilton,  whose  plant  has  for  some  time 
been  running  on  half  time,  will  start  on 
full  time  on  Monday.  Boot  and  shoe 
factories  are  fairly  well  employed;  some 
of  them,  in  anticipation  of  business  im- 
provement, have  decided  to  augment 
their  stocks  on  hand.  A manufacturer 
of  knitting  machines  at  Georgetown,  On- 
tario, as  a result  of  a large  order  from 
a hosiery  concern  in  New  Zealand  and 
improved  business  on  home  account,  an- 
nounces that  he  now  has  sufficient  or- 
ders on  hand  to  keep  his  plant  employed 
continuously  for  the  next  two  years. 
Manufacturers  of  silverware  announce 
that  orders  are  more  satisfactory  than 
at  any  time  since  February  last 
Conditions  in  the  paper  industry  ap- 
pear to  have  unproved  considerably.  The 
Espanola  plant  of  the  Spanish  River 
Pulp  and  Paper  Mills,  Ltd.,  has  again 
been  reopened,  although  only  one  of  its 
four  paper  machines  hsw  so  far  been 
brought  into  operation.  The  Directors 
of  this  company  have  this  week  declared 
the  nsual  quarterly  dividend  of  1%  per 
cent.  A dividend  of  2 per  cent,  for  the 
current  quarter  has  also  been  declared 
by.  the  Howard  Smith  Paper  Mills.  The 
President  of  this  company  announces 
that  orders  for  book  and  other  papers 


The  Week 

are  better  than  for  some  time.  Manu- 
facturers of  coated  paper  are  also 
experiencing  an  improvement  in  busi- 
nes.<i,  with  the  result  that  one  of  them 
this  week  resumed  full  time  after  run- 
ning part  time  all  Summer.  On  the 
strength  of  a rumor  that  plans  for  the 
re-establishment  of  the  Riordon  Pulp  and 
Paper  Company  were  taking  definite 
shape  the  stock  of  this  concern  had  a 
spell  of  strength  on  the  Montreal  Ex- 
change, notwithstanding  that  it  is  now 
conceded  that  some  time  must  elapse  be- 
fore any  definite  arrangement  can  be 
consummated. 

Production  of  steel  ingots  and  castings 
in  Canada  in  August,  according  to  fig- 
ures furnished  by  the  Dominion  Bureau 
of  Statistics,  was  72,023  long  tons,  the 
largest  tonnage  since  November,  1920. 
Output  of  basic  pig  iron  was  46,939  tons, 
against  40,720  tons  in  July,  but  foundry 
iron  was  only  1,882  tons,  compared  with 
10,339  for  the  previous  month.  Only  five 
furnaces  were  active  during  the  month, 
while  fifteen  were  idle.  One  authority, 
cemmenting  upon  the  situation,  expresses 
the  opinion  that,  as  a result  of  the  doub- 
ling of  output  in  the  war  period,  exist- 
ing steel  plants  in  Canada  are  sufficient 
to  supply  the  country's  requirements  for 
some  years  to  come,  although  he  doubts 
whether  the  steel  refining  plants  are  as 
lai^e  or  as  modem  as  desirable.  He  is 
also  of  opinion  that  the  country  has  a 
sufficient  number  of  blast  furnaces  for 
the  present. 

A Federal  Government  report  just  is- 
sued shows  that  the  quantity  of  grain  in- 
spected at  Winnipeg  and  other  points  in 
the  We.st  in  August  amounted  to  11,308,- 
276  bushels,  making  a total  for  the 
twelve  month.1  of  283,806,250  bushels,  as 
compared  with  207,609,500  bushels  for 
the  corresponding  period  of  1920.  The 
report  places  shipments  from  the  ele- 
vators at  Fort  William  and  Port  Ar- 
thur for  the  same  period  at  204,758,402 
bushels,  against  128,394,877  for  the 
twelve  months  ended  August,  1920.  The 
total  amount  of  grain  in  store  in  the  cle- 


in  Canada 

vntors  of  the  country  on  Sept  16  was 
34,740,413  bushels,  of  which  16,707,623 
were  wheat,  12,123,514  oats  and  3,2,'i0.970 
barley.  The  total  quantity  of  grain  ex- 
ported'from  the  Dominion  in  the  twelve 
months  ended  August  was  179,609,186 
bushels,  valued  at  $328,298,895,  compared 
with  92,832,949  bushels,  valued  at  $213,- 
136,939,  for  the  corresponding  period  of 
the  previous  year.  This  was  an  increase 
jf  93  per  cent  in  quantity,  and  about 
54  per  cent  in  value.  The  quantity  of 
United  States  grain  in  store  at  the  pub- 
lic elevators  in  Eastern  Canada  on  Sept 
16  was  11,443,550  bushels,  compared  with 
1,310,594  bushels  at  the  same  time  a 
year  ago.  Improved  climatic  conditions 
have  permitted  thrashing  operations  to 
be  carried  on  more  extensively  in  the 
Western  prairies. 

Dominion  Government  notes  in  circu- 
lation show  a further  slight  decline,  the 
total  on  Sept  17  being  $202,167,136,  com- 
pared with  $263,459,426  at  the  corres- 


ponding date  of  the  previous  month.  Cold 
held  in  redemption  of  these  notes  amou  it 
ed  to  $81,422,954,  a decrease  for  the 
month  of  $3,611,405,  thus  bringing  its 
proportion  to  note  circulation  down  to 
31.05  per  cent,  aa  against  32.27  per  cent 
in  August  A year  ago  the  note  circula- 
tion was  $292,086,025  and  the  gold  held 
$95,183,753.  There  has,  therefore,  in  the 
twelve  months  been  a reduction  of  $29,- 
928,710  in  circulation  and  of  $13,760,- 
799  in  gold.  Gold  to  notes  wa.s  then  32.88 
per  cent,  or  1.80  bettor  than  on  ^pt. 
17  of  this  year. 

That  deflation  Is  still  in  process  is 
shown  by  the  official  bank  statement  for 
August  issued  this  week  by  the  Federal 
Department  of  Finance.  Note  circula- 
tion of  the  chartered  banks,  at  $183,530,- 
419,  is  a decrease  of  $9,808,676  for  the 
month  and  of  $43,843,445  for  the  twelve 
months.  A further  evidence  of  deflation 
is  to  be  seen  in  respect  of  loans.  The 
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An  Adverse  Balance  and  Unemployment  in  England 


By  John  Oakwood 


England*8  Declining  Trade 
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B S England  as  well  as 

I V ’ H in  the  United  States 

II  I H i s a n uppermost 

II  II  problem  of  the  day. 
HI  J I England,  more- 

H S over,  coupled  with 

I H anxiety  over  this  hu- 

MIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIiM  man  aspect  of  the 

business  problem  is 
the  fear  expressed  by  leading  authorities 
\hcre  that  the  world's  trade  depression, 
which  has  resulted  in  throwing  masses 
of  workers  out  of  their  jobs,  will  also 
result  this  year  in  the  overthrow  of  the 
favorable  total  balance  of  trade  which 
England  succeeded  in  building  up  last 
year  for  the  first  time  since  the  war,  and 
which  was  hailed  as  a notable  achieve- 
ment in  her  progress  in  recovery  from 
the  economic  affects  of  the  war. 

Gloomy  prophesies  by  English  authori- 
ties forecast  that,  by  the  end  of  this 
year,  England,  a.s  a result  of  the  falling 
off  of  her  invisible  exports,  will  be  faced 
by  an  adverse  balance  of  indebtedness  of 
no  less  than  between  £80,000,000  and 
£90,000,000.  The  chief  blame  for  this 
expected  deficit  is  placed  on  the  tremen- 
dous drop  in  the  shipping  earnings  of 
the  United  Kingdom  and  also,  in  no 
small  degree,  on  the  year’s  labor  troubles 
which  caused  fallen  productivity  at  home 
and  increased  expenditures  abroad. 

Commenting  on  the  relationship  be- 
tween the  existing  foreign  trade  depres- 
.sion  and  present  unemployment.  The  Sta- 
tist of  London  says  in  a recent  issue: 

The  present  position  proves  once  for 
all  the  fallacy  of  the  belief  current 
among  many  sections  of  the  workers 
that  there  is  a fund  of  wealth  of  in- 
definitely large  proportions  removed 
from  their  reach,  and  jealously  guard- 
ed by  capitalists  and  generally  by  the 
moneyed  clas.ses  for  their  own  ag- 
grandizement. Many  wealthy  com- 
panies and  individuals,  in  o^er  to 
meet  the  demands  of  the  taxgatherer, 
are  now  driven  to  such  expedients  as 
raising  bank  loans,  while  for  dividend 
payments  precarious  receipts,  such  as 
refunds  of  excess  profits  duty,  have 
often  to  be  relied  upon. 

The  income  of  all  the  inhabitants  de- 
pends upon  the  national  dividend,  and 
that  in  turn  represents  the  sum  total 
of  goods  produced  and  services  ren- 
der^ each  year.  Where  a decline  oc- 
curs in  any  factor  in  the  equation  the 
nation  or  some  class  within  it  suffers. 
A glance  at  the  returns  in  our  leading 
indu.<;tries — the  tonnage  of  ships  built 
and  of  shipping  engaged  in  the  over- 
seas trade,  of  coal  an<T  iroo  ore  raised, 
of  pig  iron  and  steel  manufactured, 
of  spindles  and  looms  engaged  in  the 
cotton,  wool,  linen  and  jute  industries 
— reveals  everywhere  a falling  off,  and 
the  tale  of  depression  is  confirm^  by 
an  examination  of  statistics  of  imports 
and  exports. 

in  the  last  named  branch  the  depres- 
sion has  been  most  severe,  and  it  is  for 
this  reo.son  that  we  have  felt  it  par- 
ticularly. We  are  dependent  on  over- 
seas sources  for  ^e  greater  portion  of 
our  food  and  raw  material  ^uire- 
ments.  We  must  pay  for  such  imports 
the  export  eiuer  of  goods  or  ser> 
vices,  by  payment  in  gold  or  tempora- 
rily by  credit  accommodation.  The  de- 
mand for  our  goods  abroad  has  de- 
clined considerably,  especially  in  those 
countries  from  which  our  imports  of 
foodstuffs,  which  cannot  be  curtailed, 
largely  come. 

The  seriousness  of  the  present  unem- 
ployment situation  in  Great  Britain,  re- 
flecting the  foreign  conditions,  is  made 
manifest  in  the  reports  of  the  jobless 
among  members  of  trade  unions  from 
wlycb  such  returns  are  received  for  the 
current  year  as  compared  with  previous 
years.  In  1913  the  monthly  average  of 
unemployment  of  these  neporting  trades 
was  only  2 per  cent.  In  1916  it  was  con- 
siderably less  than  1 per  cent.  The  vol- 
ume of  unemployment  began  to  rise  after 
the  war.  In  1919  the  monthly  average 
had  risen  to  2.4  per  cent.  Some  improve- 
ment took  place  in  the  first  nine  montha 
of  1920,  the  average  monthly  unemploy- 
ment being  less  than  2 per  cent,  but  in 
October  that  year  the  ratio  jumped 
sharply,  and  for  the  last  quarter  unem- 
ployment averaged  7.6  per  cent.  These 


acute  conditions  have  increased  even 
more  rapidly  during  the  present  year  as 
shown  by  the  following  monthly  returns 
of  trade  onion  unemployment  percent- 
ages for  1921:  January,  6.9  per  cent; 
February,  8.6;  March,  10;  April,  17.6; 
May,  22.2;  June,  23.1,  and  July,  16.7. 

The  above  figures  for  April,  May  and 
June  do  not  include  coal  miners.  In 
these  figures  there  is  a betterment 
shown  in  the  returns  for  July,  but  the 
improvement  is  said  to  be  very  irregu- 
lar and  uncertain,  work  in  iron^  mining 
and  pig  iron  manufacture  continuing  to 
be  almost  entirely  suspended,  while  in 
iron  and  steel  and  tin  plate  manufacture 
and  in  the  textile  trades  unemployment 
and  short-time  working  were  general.  Re- 
covery was  recorded  in  the  pottery 
trades,  in  agriculture  and  in  building. 

Accompanying  the  high  rate  of  unem- 
ployment there  was  a decline  in  money 
wages  in  July.  Industries  for  which  sta- 
tistics are  compiled  show  wage  declines 
affecting  more  than  3,600,000  workers, 
and  it  is  estimated  these  resulted  in  a re- 
duction in  weekly  full-time  wages  of 
about  £1,070,000.  At  the  same  time  a 
three-point  increase  in  the  cost  of  living 
was  reported,  the  downward  movement 
which  had  been  unbroken  since  Novem- 
ber, 1920,  being  checked  in  June  and  ris- 
ing in  July  from  119  to  122. 

It  is  estimated  that  a total  of  between 
2,000,000  and  3,000,000  people  are  out  of 
employment  in  England.  The  total  popu- 
lation of  Great  Britain,  according  to  the 
1921  census,  is  47,500,000  people,  as  com- 
pared with  106,700,000  people  in  the 
United  States,  so  that  the  ratio  of  un- 
employment in  England,  with  its  2,000,- 
000  or  3,000,000  unemployed,  is  about 
the  same  as  in  the  United  States  ra  the 
basis  of  estimates  of  between  5,000,000 
and  6,000,000  out  of  work  here,  or  about 
5 per  cent,  in  each  case. 

The  data  reflecting  the  foreign  trade 
depression,  which  is  held  largely  respon- 
sible for  unemployment  anrf  which  is 
causing  so  much  anxiety  to  British  stu- 
dents of  En^and's  world  business  posi- 
tion, seem  to  indicate  pretty  clearly  an 
inevitable  reversal  in  England’s  inter- 
national balance  for  1921.  Great  Brit- 
ain had  regained  her  favorable  position 
through  heroic  efforts.  In  1918,  with  net 
imports  of  £1385, 009,009  and  exports  of 
£601,000,000,  England’s  unfavorable 
merchandise  balance  amounted  to  £784,- 
000300.  This  adveiee  balance  was  great- 
ly reduced  in  1919  by  the  tremendous 
increase  England  was  able  to  make  that 
year  in  her  exports,  which  rose  at  a 
greater  rate  than  imports.  In  that  year 
net  imports  amolinted  to  £1,461,000,000 
and  exports  totaled  £799,000,000.  This 
left  an  unfavorable  merchandise  balance 
of  £662,000,000.  It  was  estimated  that 
invisible  exports  totaled  that  year  £496,- 
500,000,  cutting  down  the  total  balance 
of  indebtedness  for  1919  against  the 
United  Kingdom  to  only  £166300,000. 

Fui-ther  notable  progress  was  made  In 
the  year  1920,  and  this  adverse  balance 
of  indebtedness  was  completely  wiped 
out  and  a favorable  balance  subatituted. 
The  net  imports  in  that  year  amounted 


to  £1,714,000,000  and  exports  amounted 
to  £1,336,000,000.  The  unfavorable  mer- 
chandise balance  therefore  was  only 
£378,000,000.  It  was  estimated  that  in- 
visible exports  that  year  amounted  to 
no  less  than  £640,000,000  from  shipping 
earnings  and  other  sources,  so  that  the 
total  balance  in  favor  of  the  United 
Kingdom  was  £262,000,000.  This  result 
was  by  far  the  best  showing  of  the  great 
European  belligerents,  and  was  ac- 
claimed as  indicative  of  England’s  rapid 
industrial,  commercial  and  financial  re- 
construction. 

The  high  rate  of  British  exports  the 
first  of  this  year  had  furnished  grounds 
for  the  hope  that  she  would  msuntain  her 
traditional  favorable  position  in 
national  trade  by  means  of  her  invisible 
exports  overcoming  her  adverse  merchan- 
dise balance,  but  the  rapid  slump  of  both 
England’s  visible  and  invisible  exports 
soon  dashed  the.se  hopes.  TThe  accompany- 
ing table  shows  the  net  imports,  exports 
and  adverse  merchandise  balance  by 
months  throng  August  of  this  year: 

From  these  figures  it  can  be  seen  that 
there  was  a more  rapid  decline  of  ex- 
ports as  compared  with  imports.  This 
had  serious  results  both  in  respect  to 
the  unemployment  situation  and  in  re- 
spect to  the  ultimate  outcome  of  Eng- 
land’s trade  operations  for  the  year. 

TN  respect  to  labor  the  particularly  seri- 
ous  aspect  of  the  fall  in  the  export 
side  of  the  equation  is  that  of  a declin- 
ing market  for  English  products  abroad, 
reacting  in  less  work  for  English  people 
at  home.  In  respect  to  England’s  total 
international  trade  position  there  has 
been  the  development  of  a much  larger 
adverse  merchandise  balance  than  had 
been  counted  upon.  The  first  eight 
months  of  1921  have  resulted  in  an  ad- 
verse merchandise  balance  of  £209,600,- 
000,  and  it  is  now  estimated  that  for  the 
whole  year  there  will  be  an  adverse  mer- 
chandise balance  of  more  than  £300,000.- 
000,  although  earlier  forecasts  placed  it 
considerably  below  that  fignre. 

Of  coarse  an  adverse  merchandise  bal- 
ance of,  say,  £300,000,000  for  the  year 
would  be  somewhat  less  than  the  figure 
of  £379,000,000  for  1920.  But  in  1920 
the  estimated  earnings  for  British  ship- 
ping were  placed  at  £340,000,000,  and 
these,  together  witE  the  net  income  from 
EngKsh  Investments  abroad  and  the  prof- 
its from  banking  and  other  services  ren- 
dered other  nations,  gave  the  favorable 
result  in  total  balance  of  £262,000,000  as 
cited. 

For  1921,  however,  the  invisible  ex- 
ports present  a very  different  picture. 
It  was  recently  estimated  by  Sir  Fred- 
erick Lewis  that  the  probable  freight 
earnings  of  the  United  Kingdom  from 
shipping  daring  the  current  year  would 
be  only  £60,000,000  or  £70,000.000.  This 
estimate  made  allowances  for  vessels  laid 
op,  but  it  did  not  allow  for  coal  pur- 
chased abroad  during  the  coal  strike  or 
for  repairs  made  in  foreign  shipyards, 
during  the  strike  of  the  English  ship 
carpenters.  Both  of  the.se  expenditures 
further  reduced  the  net  receipts  from 
shipping.  The  -same  authority  estimated 


that  earnings  from  British  shipping  for 
1919  were  between  £350,000,000  and 
.£400,000,000,  while  The  Board  of  Trade 
Journal  estimated  the  figu-e  for  1920 
at  £340,000,000.  Thus  the  estimate  for 
the  current  year  is  less  than  one-fifth 
of  those  for  the  two  preceding  years. 

An  authoritative  estimate  places  the 
probable  net  income  from  British  invest- 
ments abroad  this  year  at  £120,000,000, 
and  the  income  from  banking  and  other 
services  at  about  £26,000,000.  Allowing 
£70,000,000  as  the  income  for  shipping 
without  deducting  for  foreign  repairs 
and  coal  purchased  abroad  the  total  in- 
come from  England’s  invisible  exports 
for  1921  would  be  only  £216,000,000.  This 
set  off  against  the  expected  £300,000,000 
or  more  unfavarable  balance  of  commod- 
ity trade  would  indicate  an  unfavorable 
balance  of  indebtedness  for  the  year  of 
at  least  £84,000,000.  This  is  held  to  be 
a conservative  forecast,  since  the  con- 
doding  quarter  of  the  year  is  always  a 
period  of  heavy  importation  of  food,  cot- 
ton and  tobacco.  Perhaps  a round  ad- 
verse balance  of  indebtedncs.<t  of  £100,- 
000,000  would  come  nearer  the  truth. 

T^NGLAND,  in  her  effort  for  economic 
•“recovery,  is  faced  with  the  neces- 
sity of  grappling  with  a particularly 
complex  and  difficult  unemployment 
problem,  involved  as  it  is  with  her  un- 
satisfactory foreign  trade  situation. 

Although  an  analysis  of  America’s  in- 
dustrial, commercial  and  financial  con- 
ditions shows  consistent  betterment,  the 
world  unemployment  problem,  both  as 
affecting  our  own  people  and  as  involved 
in  the  foreign  trade  situation,  is  looming 
up  as  one  of  the  most  important  and 
serious  factors  in  our  present  business 
outlook. 

Of  course,  in  the  case  of  the  United 
States  our  industries  arc  not  so  depend- 
ent upon  foreign  trade  as  arc  those  of 
England.  England  cannot  solve  her  un- 
employment problem  except  by  rectify- 
ing her  foreign  trade  position;  tho  only 
alternative  to  that  would  seem  to  be  to 
pauperize  the  working  cla.sses  by  sup- 
porting them  with  State  funds.  This 
thought,  of  course,  only  emphasizes  the 
imperativeness  of  a foreign  trade  revi- 
val for  England.  This,  above  all,  im- 
plies an  active  mercantile  marine,  for  it 
has  long  been  from  the  profits  of  the 
carrying  trade  that  the  maj'or  portion 
of  England’s  invisible  export  account  has 
arisen  to  offset  her  unavoidable  adverse 
merchandise  balance. 

England  is  confronted  with  an  espe- 
cially difficult  problem  here,  namely,  the 
unequaled  world  shipping  depression, 
whose  result  has  been  that  2,000,000  tons 
of  English  shipping,  2,000,000  tons  of 
American  shipping  and  1,000,000  tons  of 
Scandinavian  and  other  shipping  are  laid 
up.  With  trade  restricted,  the  world’s 
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iOiipping  tonnapc  is  now  niotv  than  10,- 
000.000  greater  Oian  it  in  1914  os 
ft  result  of  w-ar  building. 

Of  course.  America’s  unemployment 
problem  is  not  complicated  by  these  fac- 


tors to  the  great  extent  that  England's 
is.  Our  workers  arc  not  so  greatly  at  the 
mercy  of  foreign  trade  as  arc  England’s, 
nor  is  shipping  so  large  a factor  in  our 
trade  position.  Before  tlic  war  our  for- 


eign business  was  not  more  than  C to 
10  per  cent,  of  our  domesttej  during  the 
war  and  its  aftermath  it  rose  to  a ratio 
variously  estimated  at  betvrcen  20  and 
26  per  cent.  It  is  expected  that  our  for- 


eign trade  will  now  subside  to  a ratio 
nearer  the  pre-war  level.  Therefore  the 
main  solution  of  our  unemployment  prob- 
lem will  have  to  come  in  a stimulation 
of  domestic  trade. 


Balancing  Production  and  Distribution 


By  John  Walker  Harrington 


FFICIAL  analysis  is 
turned  once  more  to 
the  often  denounced 
middleman,  and  pub- 
licists arc  asking 
why  the  consumer 
demands  so  much 
service.  The  latest 
statement  comes 
from  Representative 
Sidney  Anderson,  Chairman  of  the  Joint 
Congressional  Comnussion  of  Agricultu- 
ral Inquiry,  who  declares  that  the  pro- 
iuciion  of  good.'=  represents  37  cents  of 
every  dollar,  profit  14  cants,  whUe  the 
remaining  49  cents  is  chargeable  to  serv- 
ing the  customer. 

He  regards  tliis  last  amount  as  dis- 
proportionately high,  and  raises  the 
point  that,  in  the  main,  production  goes 
forward  without  any  definite  relation 
to  the  market,  and  holds  the  science  of 
distribution  to  be  still  in  its  infancy. 

The  remarks  of  the  Representative 
come  so  close  to  business  realities  that 
they  are  being  considered  by  leaders  in 
the  commercial  communities.  Many  of 
the  large  manufacturing  companies  have 
gone  far  in  the  policy  of  keeping  up  the 
balance  between  production  and  distri- 
bution. and  have  developed  a sales  sys- 
tem which  the  statesman  may  not  have 
fully  considered. 

Under  the  head  of  distribution  may 
be  charged  packing,  transportation,  ad- 
vertising, the  profits  of  middlemen,  both 
jobbers  and  retailers,  and  many  other 
items  which  constitute  the  heavy  total. 
The  modem  manufacturer,  however,  and 
for  that  matter,  the  farmers  who  band 
themselves  together  in  associations  for 
the  advertising  and  marketing  of  their 
products  on  a co-operative  basis,  find 
that  production  and  distribution  are  al- 
ways alternating  on  the  scale  of  busi- 

Large-scale  production  and  uninter- 
rupted production  go  forward  because 
there  is  a steady  and  insistent  demand 
for  the  commodity  kept  up  by  the  forces 
of  distribution.  Were  it  not  for  the  fact 
that  the  scouts  of  trade  aie  everywhere, 
whether  in  the  form  of  salesmen  and 
merchants  or  in  the  advertisement  and 
poster,  the  cost  of  production  would  be 
much  higher.  One  of  the  most  illuminat- 
ing paragraphs  in  the  recently  published 
“Report  on  Elimination  of  Waste  in  In- 
dustry” by  a committee  appointed  by 
Herbert  Hoover,  Secretary  of  Commerce, 
from  the  Engineering  Council,  relates  to 
the  enormous  wastes  which  come  from 
interrupted  production.  Products  must 
be  tamed  out  in  large  quantities  if  other 
production  cost  is  to  be  kept  down,  and 
the  factories  must  be  run  on  full  sched- 
ule.*:. 

An  item  in  distribution  expense  moat 
often  misunderstood  by  the  layman,  and 
even  by  the  statesman,  is  advertising. 
Circuit  Judge  Ward,  in  a recent  decision, 
even  referred  to  the  advertisement  as  in- 
creasing the  cost  of  an  article  and  mak- 
ing a tax  on  the  consumer.  There  is,  of 
course,  a point  beyond  which  advertising 
may  be  considered  as  excessive  and  ex- 
travagant, 80  far  as  the  present  sale  of 
a product  is  concerned,  although  it  does 
build  up  that  by  no  mean.s  intangible  as- 
set, good-will.  Replying  in  an  open  leti 
ter  to  the  observation  of  Judge  Ward, 
John  Sullivan,  the  SecreUry-Treasurer 
of  the  Association  of  National  Advertis- 
ers, called  the  attention  of  the  judicial 
critic  to  some  modem  instances  which 
show  that  the  consumer  does  not  really 
pay  for  the  efforts  of  the  manufacturer 
to  increase  his  trade.  For  instance,  the 
first  year  that  a widely  known  cheap 
watch  was  put  on  the  market  the  manu- 
facturer disposed  of  12,000,  which  sold 


at  retail  at  $1.60.  It  was  rather  clumsy, 
and  a burden  for  tlie  pocket.  The  watch 
was  put  on  the  market  only  through  the 
trade,  and  there  was  no  advertising.  The 
next  year,  with  some  advertising,  the 
manufacturer  sold  82,000  watches.  He 
was  so  convinced  that  he  could  augment 
his  production  by  arranging  for  more  dis- 
tribution that  he  decreased  the  size  of 
the  watch,  a policy  which  really  increased 
the  cost  of  manufacture,  and  turned  out 
486,000  watches,  which  were  sold  in  the 
shops  for  $I  each,  and  gave  a good  profit 
to  the  maker  and  the  merchants,  and  in- 
sured to  the  public  a better  and  a cheap- 
er and  a mere  attractive  article  The 
same  rule  applies  to  widely  advertised 
food  products.  A certain  manufacturer 
by  a sustained  advertising  policy  was 
able  to  stimulate  a great  demand  for  his 
cereal  breakfast  food,  according  to  Mr. 
Sullivan,  which  he  sold  at  first  at  16 
cents  tile  package  and  then  reduced  to 
10  cents  while  he  increased  the  amount 
of  the  food  to  the  consumer  by  about 
20  per  cent,  in  each  pack^e. 

The  indeterminate  factor  in  all  distri- 
bution problems  is  the  retailer’s 
policy,  who  is  the  chief  middleman  of 
alL  The  Govermnent,  through  its  De- 
partment of  Labor,  for  instance,  tries 
every  month  to  find  out  what  the  retail 
prices  of  food  are,  and  always  comes 
back  the  same  defective  report.  The  mat- 
ters of  rent,  of  clerk  hire  and  of  over- 


Rice  exports  from  the  United  States 
in  1921  will  be  far  in  excess  of  any 
earlier  year.  In  fact,  says  the  Trade  Rec- 
ord of  the  National  City  Bank  of  New 
York,  the  quantity  of  rice  exported  in 
seven  months  ended  with  July,  1921,  is 
practically  as  much  as  in  any  full  calen- 
dar year  in  the  earlier  history  of  our  rice 
exportations,  the  quantity  exported  in 
the  seven  months  ended  with  July  having 
been  37.3,009,000  pounds,  against  393,000,- 
000  in  the  full  c^endar  year  1920,  which 
broke  the  record  in  the  rice  exports  of 
the  United  States.  Present  indications 
are  that  the  exports  of  rice  in  the  cal- 
endar year  1921  will  approximate  650,- 
000,000  pounds,  against  393,000.000  in 
1920,  168,000,000  in  1918,  68,000,000  in 
1915,  and  28,000.000  in  the  year  imme- 
diately preceding  the  war,  1913.  Thus 
the  exports  in  1921  will  be  about  twenty- 
five  times  as  much  as  in  the  year  pre- 
ceding the  war,  and  approximately  60 
per  cent,  above  the  former  high  record 
year,  1920.  Even  this  big  total  for  1921 
does  not  include  the  shipments  to  Porto 
Rico  and  Hawaii,  our  own  islands,  which 
will  approximate  150,000,000  pounds,  and 
bring  the  grand  total  of  American  rice 
passing  out  of  our  ports  in  1921  up  to 
600,000,000  pounds,  or  about  40  per  cent 
of  the  crop  of  1920. 

The  value  of  the  1921  shipments  to 
foreign  countries  and  our  own  islands 
will  be  about  $25,000,000,  notwithstand- 
ing the  fact  that  the  export  prices  of  rice 
in  July,  1921,  were  only  about  3 cents 
per  pound,  against  10  cents  in  the  same 
month  of  last  year. 

This  big  exportation  of  rice  as  com- 
pared with  former  years  is,  of  course, 
due  to  enormous  increases  in  our  domes- 
tic production,  which  advanced  from  10,- 
000,000  bushels  in  1900  to  26,000,000  in 
1910  and  52,000,000  in  1920,  while  the 
farm  value  increased  from  $7,000,000  in 
1900  to  $17,000,000  in  1910  and  $110,- 
000,000  in  1919,  the  latest  year  in  which 


head  vary  so  greatly  that  it  is  impossi- 
ble under  present  conditions  to  estimate 
with  any  degree  of  accuracy  the  profits 
of  the  retail  food  distributer. 

Even  so  systematic  an  institution  as 
the  School  of  Business  Research  at  Har- 
vard University  is  able  to  present  statis- 
tics of  retailers’  profits  only  betiveen  two 
widely  divergent  variables.  Its  studies 
of  the  retail  shoe  trade,  for  instance, 
show  that  the  total  expenses  of  running 
shoe  stores  varied  from  6.67  per  cent,  to 
26.36  per  cent,  of  the  net  sales.  The 
expenses  included  buying  and  selling 
costs,  delivery,  management,  rent  and 
other  factors  which  did  not  oven  ap- 
proach standardization.  A still  greater 
discrepancy  occurs  in  the  retail  jewelry 
trade,  for  a survey  by  the  Harvard  ex- 
perts revealed  that  expenses  varied  from 
17.9  per  cent,  to  60.6  per  cent,  of  the  net 
receipts. 

The  observation  of  Representative  An- 
derson that  large  sums  go  for  service  has 
some  justification  in  certain  phases  of 
the  retail  trade.  Even  though  this  ser- 
vice does  seem  to  add  to  costs,  it  has 
a reflex  action  also  upon  increasing  de- 
mand, and  thus  scaling  down  the  pro- 
duction costs.  Thus  a widely  advertised 
cracker  is  sold  in  large  quantities  because 
it  is  in  an  hermetically  scaled  pasteboard 
container,  or  a brand  of  marcaroni  is 
sold  better  in  small  boxes  because  the 
buying  public  does  not  care  to  get  it  in 
bulk.  The  same  applies  to  sugar  and 


value  figures  are  available.  Meantime, 
imports  have  fallen  from  290,000,000 
pounds  in  the  year  immediately  preced- 
ing the  war  and  364,000,000  in  the  fiscal 
year  1919  to  97.000,000  pounds  in  the 
Fiscal  year  1921,  while  the  average  im- 
port price  of  rice  from  abroad  has  fallen 
to  one-half  that  of  a year  ago.  Of  the 

393.000. 000  pounds  exported  in  1920  64,- 
000,000  went  to  Cuba,  54,000,000  to  Ger- 
many, 35,000,000  to  Greece,  20.000,000  to 
Belgium,  20,000,000  to  France,  24,000.- 
000  to  Canada,  19,000,000  to  Argentina, 

17.000. 000  to  Chile  and  31,000,000  to  the 
Dutch  East  Indies. 

This  big  increase  in  our  exports  and 
corresponding  reduction  in  imports  is 
due  to  the  fact  that  the  United  SUtes 
is  now  the  chief  rice  producing  country 
of  the  Occident,  though  about  nine-tenths 
of  the  rice  crop  of  the  globe  b still  pro- 
duced in  the  Orient  Our  product,  which 
now  runs  at  nearly  2,000,000,000  pounds 
a year  (expressed  in  terms  of  hulled  rice) 
is  double  that  of  Italy,  four  times  that 
of  Spain  and  ten  times  that  of  Brazil, 
the  other  rice-producing  countries  of  the 
Occidental  world. 

Our  increase  of  400  per  cent  in  rice 
production  since  1900  has  grown  out  of 
a systom  peculiar  to  this  country  of  pro- 
ducing rice  in  a manner  in  which  ordi- 
nary farm  machinery  can  be  utilized. 
Rice  can  flourish  only  in  wet  land,  so 
wet  that  American  farm  machinery  can- 
not be  used  upon  it  during  the  season  of 
growth.  But  a few  years  ago  it  was  dis- 
covered that  certain  lands  in  Texsts,  Ar- 
kansas, Louisiana  and  elsewhere  could  be 
prepared  with  the  u.sual  argricultural 
machinery,  the  rice  also  planted  by  ma- 
chinery, the  lands  then  flooded  from 
near-by  streams  or  artesian  wells  and 
the  water  drained  off  as  the  rice  ap- 
proached maturity,  and  ordinary  reaping 
and  thrashing  machines  used  in  harvest- 
ing the  crop.  This  revolutionized  rice 
growing  in  the  United  States. 


flour  and  other  package  goods.  The  cit- 
rus fruit  industry,  by  a large  co-opera- 
tive advertising  campaign,  was  able  to 
create  five  times  the  demand  for  oranges 
and  lemons  than  obtained  before  it  in- 
augurated its  policy,  while  the  Califor- 
nia raisin  industry,  which,  before  it  be- 
gan to  distribute  and  advertise  as  a unit, 
had  30,000,000  pounds  left  over  at  the 
end  of  every  season,  has  trebled  its  out- 
put and  has  nothing  left  at  the  end  of 
the  season.  The  fruit  industries  of  the 
Pacific  slope  and  the  apple  growers  of 
Oregon  and  Washington  have  been  justi- 
fied in  increasing  their  production,  be- 
cause they  were  attracting  the  public  to 
their  wares  by  wrapping  their  fruits  and 
packing  them  in  cases.  A large  item  in 
the  cost  of  distribution  is  the  sorting  out 
of  fruits  to  uniform  sizes  and  grading 
them.  This  leaves  a large  number  of  im- 
perfect fruits  and  cults,  which,  however, 
in  the  citrus  fruit  industry,  ore  readily 
utilized  for  the  manufacture  of  citric 
acid  and  other  by-products.  The  public 
has  become  so  accustomed  to  the  niceties 
and  refinements  of  packing  and  display 
in  products  that  it  is  now  demanding 
that  its  merchandise  be  attractively 
packed  and  served  and  delivered  in  cans 
and  cartons. 

The  consumer  usually  pays  a large  cost 
for  distribution  of  his  own  will  and 
motion.  He  is  c.spccially  tolerant  in  this 
respect  in  the  City  of  New  York.  A 
survey  made  by  the  State  Bureau  of 
Markets  shows  that  there  ore  hundreds 
of  small  grocery  stores  in  the  metropoliB 
which  really  have  no  occasion  for  being. 
Many  of  them  are  patronized  by  custom- 
ers who  do  not  care  to  go  more  than  a 
block  for  their  supplies,  and  others  ex- 
ist because  the  large  foreign  populations 
of  the  ci^  still  ding  to  food  prejudices 
and  preferences  brought  from  the  lands 
of  their  birth,  and  must  have  the  neces- 
sities or  the  deUcacies  to  which  they  had 
become  accustomed.  There  are  many 
housewives  who  know  that  by  going  to 
the  large  stores  in  the  city  they  may 
obtain  cheaper  and  even  fresher  goods, 
but  they  desire  to  be  served  with  as  lit- 
tle trouble  and  inconvenience  as  possible, 
and  like  to  have  their  goods  in  the  house 
an  hour  or  so  after  they  have  been  or- 
dered in  person.  The  item  of  delivery, 
whether  the  delivery  be  made  by  the 
neighborhood  store  or-tiic  large  establish- 
ment, is  B considerable  factor  in  the  con- 
duct of  any  business. 

With  the  coining  of  the  chain  store 
with  its  facilities  for  buying  through  a 
central  organization  and  its  warehouse 
from  which  to  draw  in  emergencies,  one 
of  the  most  interesting  developments  of 
merchandising  was  introduced.  The  chain 
store  may  have  ten  or  twelve  turnovers 

The  distribution  reforms  of  the  future 
will  undoubtedly  be  devoted  to  transpor- 
tation along  the  lines  indicated  by  Mr. 
Anderson.  What  with  fleets  of  motor 
trucks  and  the  development  of  intcrurban 
trolleys  and  the  extension  of  the  automo- 
bile to  every  farmstead,  it  should  be 
easier  one  of  these  days  to  find  a solu- 
tion for  a long  vexed  problem. 

One  of  the  most  promising  develop- 
ments is  revealed  in  the  building  up  of 
co-operative  associations  of  farmers  and 
fruit  growers,  who  pool  their  interests 
and  market  their  products  in  accordance 
with  a well-conceived  policy,  such  os  that 
of  the  Dairyman’s  League  in  this  State. 

Between  distribution  and  production, 
however,  there  is  a far  more  intimate  re- 
lation than  there  seems  to  he  at  first, 
and  the  adjusting  of  the  balance  between 
them  is,  indeed,  a task  which  may  well 
challenge  the  best  efforts  of  lawmakcr-s 
and  economists. 
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Central  European  Recovery  Led  by  Czechoslovakia 


By  Julius  Moritzen 


HERE  are  a number 
of  reasons  why 
CzecboBfovakia  shows 
the  greatest  econom- 
ic recovery  of  any  of 
the  countries  of  Cen- 
tral Europe.  In  the 
first  place  Czecho- 
slovakia is  the  only 
one  having  the  cur- 
rency situation  in  hand  through  check- 
ing inflation  and  reducing  its  imports 
to  the  greatest  possible  extent;  second- 
ly, reorganization  of  the  nation’s  pro- 
ductive machinery  is  now  well  under 
way,  as  exemplified  by  the  development 
of  the  Prague  International  Sample  Fair, 
already  recognized  as  a Central  Euro- 
pean trade  barometer  of  no  mean  pro- 
portion. 

The  favorable  development  of  this 
Prague  Fair  is  made  possible  by  the  fact 
that,  after  the  dissolution  of  the  Austro- 
Hungarian  monarchy,  Vienna  ceased  to 
be  the  centre  for  the  commerce  of  Mid- 
dle Europe,  which  then  found  its  logical 
centre  in  Czechoslovakia,  where  two- 
thirds  of  what  was  formerly  known  as 
Austrian  industry  were  situated.  Tak- 
ing example  from  the  celebrated  Lyons 
Fair  of  France,  in  order  to  establish  di- 
rect trade  relations  with  foreign  coun- 
tries the  industrial  leaders  of  Czecho- 
slovakia decided  to  make  Prague  the 
centre  for  regular  fairs  in  the  Spring 
and  the  Fall  of  each  year.  The  location 
of  the  city  is  ideal  for  that'  purpose, 
as  it  is  served  by  all  the  important  rail- 
road lines  from  west  to  east  and  from 
north  to  sooth. 

At  the  first  Prague  International  Sam- 
ple Fair  in  September  of  last  year  there 
were  1,935  exhibitors,  occuping  a total 
of  19,000  square  meters  of  covered  space, 
and  in  March  of  this  year  the  number  of 
exhibitors  had  reached  to  2,200,  with  the 
space  occupied  by  them  measuring  30,- 
000  square  meters.  Preparations  for  the 
fair  this  Fall  are  on  an  even  more  pre- 
tentious scale,  and  the  big  stores  of 
Central  European  countries  are  known 
to  have  arranged  to  send  their  buyers  to 
Prague  in  large  numbers.  The  particular 
products  for  which  Vienna  formerly  was 
famous  will  be  on  display  in  the  Bohe- 
mian dty. 

To  realize  the  extent  of  the  industrial 
heritage  of  Czechoslovakia  upon  the 
passing  of  what  was  once  Austria-Hun- 
gary it  is  only  necessary  to  remember 
that  in  Bohemia  and  Moravia  alone  are 
centred  the  manufacturing  establish- 
ments which  for  many  years  were  a lead- 
ing revenue  source  for  the  one-time  dual 
empire.  When  it  comes  to  the  beet  sugar 
industry  of  Czechoslovakia  it  is  found 
that  it  comprises  almost  the  whole  of 
that  of  former  Austria,  and  a large  part 
of  the  sugar  industry  of  the  former  Hun- 
gary. This  industry  accounted  before 
the  war  for  over  8 per  cent,  of  the  en- 
tire sugar  production  of  the  world,  and 
nearly  18  per  cent  of  the  beet  sugar 
output  In  1912-13  nearly  1,500,000  tons 
of  sugar  were  produced  in  the  territory 
now  comprising  Czechoslovakia.  It  is 
worth  noting  that  this  is  the  only  coun- 
try in  Europe  which  has  exported  sugar 
since  the  war. 

Now,  while  the  formation  of  the  re- 
public has  brought  certain  advantages 
to  its  industries,  notably  as  regards  con- 
solidation of  policy,  coal  supplies  and 
protection  in  a home  market  of  18,824,- 
604  inhabitants  from  the  competition  of 
Austrian  industries,  the  manufacturing 
industries  are  confronted  with  a situa- 
tion which  deprives  them  of  a former 
home  market  that  embraced  a population 
of  nearly  60,000,000  which  the  protection 
resulting  from  inclusion  in  the  Austro- 
Hungarian  Customs  Union  afforded. 
However,  it  is  in  this  matter  of  bound- 
aries and  customs  that  Central  Europe 
is  now  trying  to  mdkc  certain  adjust- 
ments that  appear  absolutely  necessary. 
The  Czechoslovak  Manufacturers'  Na- 
tional Association,  with  headquarters  in 


Prague,  is  taking  a leading  part  in  try- 
ing to  overcome  this  handicap. 

While  Czechoslovakia  unquestionably 
is  one  of  the  most  self-supporting  coun- 
tries of  Europe,  and  besides  its  many 
manufacturing  interests  is  also  rich  in 
coal  and  other  minerals,  has  abundant 
supplies  of  timber  and  extensive  tracts 
of  farm  lands,  it  is  of  importance  to 
state  that  the  great  bulk  of  the  future 
import  trade  of  that  country  must  con- 
sist of  cotton,  wool,  iron,  hides  and  a 
number  of  other  raw  pnidacts  essential 
to  the  manifold  industries.  Many  kinds 
of  foodstuffs  ore  also  wanted.  Like  the 
rest  of  Central  Europe,  the  eyes  of 
Czechoslovakia  are  turned  toward  Rus- 
sia as  a land  of  promise,  so  far  as  ex- 
ports are  concerned.  The  new  demarka- 
tion  of  boundaries  gives  Czechoslovakia 
the  most  central  position  in  Europe,  and 
this  is  certain  to  exercise  a considerable 
influence  on  its  future  trade  and  eco- 
nomic development.  On  the  north  and 
west  the  country  borders  on  Germany, 
on  the  south  the  boundary  is  contiguous 
with  that  of  Austria  and  Hungary,  on 
the  northeast  with  Poland,  and  for  a 
short  distance  in  the  extreme  east  with 
Rumania.  The  Elbe  River  affords  easy 
communication  with  Germany  and  the 
North  Sea,  the  Danube  with  the  coun- 
tries of  Southeast  Europe,  and  the  pass 
of  the  Oder  River  in  Silesia  gives  an 
outlet  to  Poland  and  Russia. 

/“OCCUPYING  approximately  55,000 
square  miles,  the  new  republic  is 
comprised  of  the  former  Austrian  Crown 
lands  of  Bohemia,  Moravia  and  Silesia 
and  a large  part  of  former  North- 
ern Hungary,  inhabited  by  Slovaks  and 
Ruthenes  and  now  known  as  Slovakia 
and  Sub-Carpathian  Russia.  The  Teschen 
district  in  Silesia  has  been  the  subject 
of  dispute  between  the  Czechs  and  the 
Poles,  but  there  are  signs  that  an  amia- 
ble agreement  will  be  reached  in  such  a 
way  as  will  give  a large  part  of  the  coal 
mines  to  Czechoslovakia. 

As  a matter  of  fact,  both  hard  and 
soft  coal  fields  are  found  in  Czechoslo- 
vakia proper,  and  about  85  per  cent,  of 
the  former  Austrian  production  of  soft 
coal  came  from  these  fields.  The  prin- 
cipal producing  district.*)  are  the  Bmx- 
Komotau-Teplitz  and  Fakenau  regions  in 
Northern  Bohemia.  The  latter  accounted 
for  about  90  per  cent,  of  all  coal  bri- 
quettes used  in  former  Austria.  Hard 
coal  is  mined  in  Bohemia  at  Kladno  and 
near  I^lsen,  while  there  are  a few  mines 
m the  h'akenaa  region  giving  excellent 
hal'd  coaL  The  chief  hard  cool  fields  are, 
however,  in  the  disputed  Teschen  dis- 
trict of  Silesia  In  1912  the  total  out- 
put within  the  present  boundaries  of 
Czechoslovakia  was  approximately  22,- 
190,000  tons  of  lignite  and  13,669,000 
tons  of  hard  coal. 

A development  which  is  being  followed 
with  considerable  interest  in  other  parts 
of  Central  Europe  is  the  manner  in 
which  the  Government  has  organized  for 
the  importation  of  raw  materials  through 
syndicates  embracing  the  principal  in- 
dustries. The  industrial  enterprises  and 
traders  in  the  various  branches  were 
compelled  to  join  these  respective  syn- 
dicates, the  Government  being  represent- 
ed on  the  Board  of  Directors  of  each 
syndicate.  The  syndicate  has  full  con- 
trol over  the  importation  and  distribu- 
tion of  raw  materials  and  examines 
nil  applications  for  import  and  export 
licenses  relating  to  its  particular  indus- 
try. As  a typical  example  of  the  organ- 
ization of  the  syndicates  there  may  be 
mentioned  the  Cotton  Syndicate,  which 
is  composed  of  all  the  Cz^oslovak  spin- 
ners, each  member  having  furnished  cap- 
ital in  accordance  with  the  number  of 
spindles  operating.  The  total  capital  is 

45,000,000  crowns,  of  which  one-third  has 
been  paid  up.  This  syndicate  is  the  only 


agency  authorized  to  buy  cotton,  and  for 
each  purchase  the  sanction  of  the  Min- 
istry of  Finance  is  necessary.  Chief 
among  the  other  syndicates  are  those 
covering  the  metal,  chemical,  paper, 
glass,  timber,  sugar,  hops,  enameled 
ware,  mother  of  pearl,  woolen  and  linen 

The  exports  of  finished  products  is 
mostly  handled  through  export  commis- 
sions representing  all  the  producers  in 
the  particular  industry  and  under  the 
control  of  the  Government  Thus  the  lat- 
ter, in  order  to  exercise  its  monopoly  of 
sugar,  has  organized  the  Czechoslovak 
Sugar  Export  Company,  Ltd.,  Prague, 

I.,  to  which  all  inquiries  for  sugar  have 
to  be  addressed.  For  the  protection  of 
mutual  interests  the  principal  manufac- 
turers are  organized  into  the  Czechoslo- 
vak Manufacturers’  National  Associa- 

Before  the  formation  of  the  new  State 
many  of  the  larger  industrial  enterprises 
in  Bohemia,  Moravia  and  Silesia  were 
controlled  and  financed  from  Vienna,  in 
which  city  were  located  the  head  offices. 
Similarly  in  Slovakia  the  control  of  the 
industries  was  centralized  in  Budapest 
In  order  to  free  these  industries  from 
the  controlling  influence  of  Vienna  and 
Budapest  the  National  Assembly  passed 
a law  providing  that  enterprises  carry- 
ing on  production  and  transportation 
within  Czechoslovakia  but  having  their 
administrative  offices  in  a foreign  coun- 
try should  upon  request  of  the  Govern- 
ment move  their  headquarters  and  execu- 
tive management  to  a centre  within  the 
boundaries  of  Czechoslovakia.  There  is 
assurance,  however,  that  this  law  will 
not  affect  detrimentaUy  the  close  inter- 
relationship between  the  respective  in- 
dustries and  company  financing  of 
Czechoslovakia  and  Austria. 

OVERNMENT  control  as  exempli- 
fied in  Czechoslovakia  is  nothing 
more  than  the  expediency  measures,  such 
as  were  instituted  by  most  nations  before 
the  conclusion  of  the  armistice,  trans- 
ferred to  post-war  conditions.  Up  to  the 
present  time  the  regulations  have  been 
working  satisfactorily.  Reports  cover- 
ing a recent  three-month  period  show 
that  there  was  a balance  of  trade  in 
favor  of  the  republic  amounting  to  250,- 
000,000  crowns.  Of  course  a crown 
equals  only  1 1-3  cents  or  so,  but  at  the 
same  time  it  can  be  considered  a favora- 
ble report.  Larger  allotments  of  coal  per- 
mitted a greater  output  of  steel,  and 
titere  is  an  increase  of  moR  than  23  per 
cent,  rliia  year  over  last,  while  ag- 
gregate is  still  very  much  below  the 
quantity  produced  in  1917. 

The  co-operative  movement  in  Czecho- 
slovakia has  been  spurred  to  a considera- 
ble development  in  recent  years.  It  is 
estimated  that  there  are  some  7,000  co- 
operative societies  of  various  kinds,  with 
a total  membership  of  1,000,000  heads 
of  families,  so  that  nearly  one-third  of 
the  population  is  interested  in  tiie  move- 
ment. The  majority  of  the  urban  con- 
sumers’ supply  societies  are  represented 
in  the  Central  Union  of  Czechoslovak 
Co-operative  Societies,  which  were 
founded  in  Prague  in  1907.  The  em- 
ployes of  the  State  railways,  Government 
departments  and  othei'  officials  of  the 
country  are  organized  into  a semi-offi- 
cial co-operative  wholesale  society,  sup- 
plying 1,200,000  persons  and  having  a 
turnover  of  nearly  300,000,000  crowns  a 
year. 

The  Druzstevnik,  a journal  published 
in  the  interests  of  the  co-operative  move- 
ment, recently  printed  some  data  show- 
ing the  growth  of  the  co-operative  soci- 
eties. Particular  attention  was  given 
the  co-operative  agricultural  societies,  of 
which  there  are  more  than  2,000,  with  a 
membership  of  200,000  farmers.  These 
are  mostly  organized  into  the  Central 


Union  of  Bohemian  Agricultural  Socie- 
ties, whose  headqxiarters  are  in  Prague, 
with  well-planned  departments  for  the 
distribution  of  machines,  seeds  and  other 
supplies.  Their  turnover  last  year  ex- 
ceeded 1,500,000,000  crowns.  American 
exporters  might  make  a note  of  the  fact 
that  this  onion  expects  soon  to  be  in  the 
market  for  large  quantities  of  machinra 
and  pasture  grass  seeds.  The  recently 
formed  General  Bank  of  the  Co-operat- 
ivcs  is  already  doing  a large  buslneas, 
and  this  is  the  case  with  the  new  insur- 
ance company,  the  Czecboslavia,  which 
has  proved  a moans  for  practicing  econ- 
omy. 

pERHAPS  no  other  industry  in  Czecho- 
^ Slovakia  has  won  equal  renown 
abroad  with  the  glassware  manufacture 
of  Gablonz,  in  Northern  Bohemia.  Tha 
term  “ Gablonz  goods,”  however,  em- 
braces a variety  of  articles  besides  those 
made  from  glass.  In  its  extent  and  va- 
riety of  its  products  the  Gablonz  indo^ 
try  is  only  equaled  by  the  toy  industry 
of  Bavaria.  This  industry  is  supported 
by  a number  of  large  factories  which  pro- 
vide the  material  to  thousands  of  homes 
where  practically  all  the  members  of 
the  family  do  work  which  cannot  be 
done  by  machine.*^  In  these  homes  are 
manufactured  imitation  precious  stones, 
pearls,  corals,  buttons,  bangles,  beads, 
and  a variety  of  other  articles.  Every 
week  the  head  of  the  family  buys  or 
takes  over  from  the  factory  from  sixteen 
to  forty-four  pounds  of  glass  to  be  made 
up  into  finished  articles.  For  this  work 
about  a ton  of  coal  and  several  gallons 
of  oil  arc  required  every  month  by  each 
family. 

Over  90  per  cent,  of  the  entire  quan- 
tity of  Gablonz  goods  are  exported  to 
foreign  countries,  much  of  it  going  to 
the  Orient.  Before  the  war  about  12,000 
workers  were  alone  employed  in  manu- 
facturing bangles  for  the  East  India 
and  Far  East  trade.  The  semi-raw  n>a- 
teriaJ  is  obtained  from  the  gloss  fac- 
tories in  the  shape  of  glass  bars  and 
tubes.  Thnughout  the  Gablonz  district 
there  are  establishments  which  supple- 
ment the  home  industry,  but  it  is  the  ar- 
ticles produced  by  careful  handwork 
which  have  by  their  taste  and  rennement 
secured  the  reputation  for  Gablonz  goods 
throughout  the  world. 

Hollow  and  cast  gloss  of  various  kinds 
accounts  for  about  60  per  cent,  of  the 
total  normal  production  of  gloss  in 
Czechoslovakia,  window,  mirror  and  pho- 
tographic gla.*is  for  about  26  per  cent, 
and  glass  bottles  for  15  per  cent.  Before 
the  war  the  total  value  of  the  hollow 
and  east  glass  manufactured  in  the  pres- 
ort territory  of  CzechosIovaldB  amount- 
ed to  approximately  $24400,000.  The 
present  monthly  production  is  about  60 
per  cent,  capacity.  Over  80  per  cent,  is 
shipped  abroad,  the  principal  lines  ex- 
ported being  glassware  for  household 
use,  cut  glass,  chandeliers.  lamp  chim- 
neys, electric  light  bulbs,  watch  crystals 
and  chemical  glass. 

The  monthly  capacity  of  the  factories 
manufacturing  window  gloss  is  approxi- 
mately 17450,000  square  feet  of  window 
glass  and  4,000  tens  of  smooth  and  ribbed 
glass  for  building  purposes.  The  present 
production  is  about  76  per  cent,  of  this 
capacity.  In  pre-war  times  about  165,- 
000,000  bottles  of  various  kinds  were 
manufactured  annually  in  the  territory 
comprising  Czechoslovakia.  The  recent 
installation  of  machinery  from  the  United 
States  has  increased  the  total  capacity  to 

240,000,000  bottles  a year.  Shortage  of 
coal  and  of  such  raw  products  as  soda, 
potash,  Glauber’s  sdts  and  other  chem- 
icals has  restricted  the  output  since  the 
formation  of  the  republic,  but  recently 
a convention  was  signed  with  Austriem 
soda  works  in  which  they  have  agreed 
to  deliver  66  per  cent  of  their  total  pro- 
duction to  the  Czechoslovak  glass  indus- 
try. This  is  to  be  done  in  exchange  for 
coal,  which  is  now  more  plentiful  in 
Czechoslovakia.  There  will  have  to  be 
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impo)-tcd  of  chemicals  the  coming  year 
about  60  tons  of  saltpetre  a month,  1,000 
Ions  of  Glauber's  salts,  20  tons  of  boric 
acid  and  about  1,000  tons  of  potash  dur- 
ing the  year.  A.s  in  the  case  of  other 
industries,  tlie  Czechoslovak  GIas.s  Syn- 
dicate supervises  through  industrial  cor- 
porations the  distribution  of  the  chemi- 
cals and  other  raw  materials,  and  con- 
trols exports  of  hollow  and  cut  glass 
products,  the  e.xportation  of  other  glass 
being  supervised  directly  by  the  Export 
Commission.  On  the  whole,  the  Bohe- 
mian glass  indu.stry  may  be  considered 
in  a strongly  fortified  position,  which  the 
war  has  weakened  only  to  the  e.xtent  that 
it  requires  constant  initiative  to  keep  it 
before  the  world. 

The  textile  industry  of  Crechoslova- 
kia,  embracing  as  it  docs  manufacture 
of  cotton  goods,  woolens,  linens  and  knit- 
wares  of  many  kinds,  was  valued  before 
the  war  at  about  §300,000,000  a year. 
tNvo-thirds  of  the  production  going  be- 
yond the  boundaries  of  this  territory. 
The  porcelain,  timber  and  paper  indu.«- 
tries  likewise  are  important  trade  fac- 
tors of  the  country.  There  is  a consid- 
erable industry  concerned  with  the  man- 
ufacture of  a variety  of  articles  out  of 
wood,  the  most  important  of  which  are 
furniture,  barrels,  packing  cases,  car- 
riages, railway  cars,  matches,  pencils, 
toys,  musical  instruments  and  shinglea 
Toys  and  musical  instruments  are 
manufactured  mostly  in  villages  near 
the  German  border,  where  the  inhabi- 
tants work  at  home.  The  Austrian  bent- 
wood fomitoie  constitutes  the  largest 
export  article  manufactured  of  wood.  Bo- 
hemia is  well  known  for  its  pencils,  the 
famous  Koh-i-noor  being  manufactured 
at  Budweis  and  also  in  Moraria. 

The  industrial  machinery  of  Csechoslo- 
vakia  getting  into  working  condition  and 
showing  results  presupposes  a financial 
rearrangement  suitable  to  the  situation. 
As  a matter  of  fact,  one  of  the  first 
and  most  important  problems  to  confront 
the  new  republic  was  the  provision  of  a 
separate  currency.  The  break-up  of  the 
Austro-Hungarian  Empire  brought 
about  a serious  financial  and  currency 
crisis,  and  stabilization  and  unification 
of  the  country’s  finances  necessarily  be- 
came the  paramount  issue. 


The  first  step  toward  curroncy  re- 
form was  the  stamping  of  the  notes  of 
the  Austro-Hungarian  Bank  circulating 
in  Czoclioslovakian  territory  to  a total 
amount  of  9,600,000,000  crown.s.  The 
stamping  of  the  note.s  was  undertaken 
during  the  Spring  of  1919  in  accordance 
with  the  provisions  of  the  peace  treatie.s. 
A total  of  1,600,000,000  crowns  of  notes 
were  withdrawn  from  circulation  by 
means  of  a compulsory  loan  in  connec- 
tion with  the  stamping.  A few  months 
later  the  substitution  of  new  Czechoslo- 
vak notes  for  the  old  Austro-Hungarian 
bank  notes  was  announced,  and  new  100 
and  6,000  crown  notes  were  put  into  cii"- 
culation.  These  were  followed  by  new 
1 and  2 crows  notes,  and  later  1,000 
crown  notes  printed  in  the  United  States 
were  introduced  into  circulation  and  the 
corresponding  old  notes  withdrawn.  In 
this  manner  the  unification  of  the  cur- 
rency with  notes  printed  on  good  paper  is 
being  achieved,  and  new  notes  of  other 
denominations  %vill  be  circulated  as  soon 
as  technical  diffieuUie.s  can  be  overcome. 
A Czeclioslovak  bank  of  issue  is  to  be 
formed,  with  an  initial  capital  of  75,- 
000,000  gold  francs,  half  of  the  stock 
to  belong  to  the  Stat&  A law  has  been 
passed  wliich  forbids  the  issue  of  any 
new  bank  notes  without  corresponding 
security.  Czechoslovakia  may  therefore 
be  said  to  have  gone  a long  way  toward 
solving  the  currency  problem  which 
has  been  common  to  all  the  States  com- 
posing the  former  Austro-Hungarian 
Empire. 

The  budget  for  1920  as  submitted  to 
the  National  Assembly  enablc.s  a study 
to  be  made  of  the  financial  position  of 
Czechoslovakia  after  its  existence  f'>r 
more  than  a year  as  a separate  State. 
The  Ministry  of  Finance  has  estimated 
the  national  wealth  of  the  country  at 
approximately  200,000,000,000  crowns. 
Against  this  there  must  l>e  offset  a debt 
abroad  amounting  to  3,500,000,000  gold 
francs  and  an  internal  debt  which  at 
the  end  of  1920  should  amount  to  near- 
ly 23,000,000,000  crowns.  The  debt 
abroad  is  made  up  as  follows:  310,000,- 
000  franc-s  owing  in  France,  being  the 
expense  incurred  by  the  Czechoslovak 
Army  in  France  and  Siberia;  180,000,- 
000  francs  to  Italy  for  army  expenses  in 


Italy,  and  26,000,000  francs  for  the  pur- 
chase of  raw  materials;  approximately 

650.000. 000  francs  to  the  United  States, 
and  15,000,000  francs  to  Great  Britain 
for  expenses  incurred  by  the  purchase 
of  food  and  other  relief  supplic.s;  1,200,- 
000,000  francs  is  the  .share  of  the  pre- 
war  debt  of  Austro-Hungnry  located  in 
allied  countries,  nnd  which  has  been  as- 
sumed by  Czechoslovakia,  while  760,000,- 
000  francs  are  the  contributions  of  the 
republic  of  Czechoslovakia  to  the  Allies 
in  the  conduct  of  the  war  and  known  as 
the  " Liberation  Tax.” 

The  internal  debt  at  the  end  of  the 
year  1919  amounted  to  a total  of  over 

19.000. 000.000  crowns,  comprised  o.s  fol- 
lows: 4,800,000,000  crowns  of  the  old 
Austro-Hungarian  bonds,  which  have  be- 
come a liability  of  the  Republic  of  Czech- 
oslovakia; bank  notes  of  the  Austro-Hun- 
garian Bank  amounting  to  8.000,000,000 
crowns;  Liberty  Loon  of  the  republic, 

2.000. 000.000  crowns;  second  loan,  1,000,- 
000,000  crowns;  loan  from  Czechoslovak 
banks,  1,800,000,000  crowns,  and  1,500,- 
000,000  crowns  for  compulsory  loan  in 
connection  witli  tho  stamping  of  bonk 

In  addition  to  the  above  debts  there 
arc  the  war  loan.s  of  the  Austro-Hun- 
garian Empire  held  in  Czechoslovakia 
to  the  extent  of  about  8,000,000,000  Aus- 
trian crowns.  Although  not  bound  to 
recognize  these  debts,  the  Government,  in 
order  to  prevent  a financial  crisis,  has 
agreed  in  principle  to  the  assumption 
of  that  portion  of  the  war  debt  held  in 
its  territory  at  a percentage  represent- 
ing the  difference  in  the  values  between 
Austrian  and  Czechoslovak  crowns.  As 
the  rate  of  exchange  is  about  three  to 
one,  this  will  mean  that  the  total  value 
of  the  war  debt  assumed  would  amount 
approxim.ately  to  2,600,000,000  Czecho- 
slovak crowns. 

The  country  is  well  served  with  bank- 
ing institutions.  The  largest  of  these 
is  the  Zivno.slenska  Banka,  founded  in 
1866,  and  which  has  a paid  up  capital 
of  200,000,000  crowns,  and  is  interested 
in  many  industrial  enterprise.^,  partic- 
ularly textile  mills.  This  bank  has  many 
branches  in  leading  manufacturing  and 
agricultural  centres.  Other  important 
banks  are  as  follows:  Bohemian  Indus- 


trial Bank,  Bohejnian  Union  Bank, 
Prague  Credit  Bank,  Agricultural  Bank, 
Bohemian  Discount  Bank,  Central  Bank 
of  nohemian  Savings  Bunks,  Moravian 
Agricultural  Bank  and  Bohcmia-Czccho- 
Slovak  Foreign  Banking  Corporation. 
The  latter  institution  has  branches  in 
New  York  and  Paris.  French  capital  is 
interested  in  the  Prague  Credit  Bank, 
and  Dutch  capita!  in  the  Bohemian  In- 
dustrial Bank  and  the  Prague  Credit 
Bonk.  The  Bohemian  Union  and  Bohe- 
mian Discount  Banks  were  formerly 
mostly  under  tho  control  of  capital  of 
Gcrinan  nationality,  but  now  Czechs  arc 
represented  on  the  Board  of  Directors 
of  each  institution. 

Turning  from  banks  and  affairs  of 
money  to  what  in  reality  constitutes  a 
not  unimportant  asset  of  Czechoslova- 
kia, the  famous  mineral  springs  of  Bo- 
hemia must  compel  somo  notice.  The 
name  of  Carlsbad  here  immediately  sug- 
gests itself,  together  with  Maricnbad 
and  Franzensbad.  Tho  mineral  waters 
of  these  health  resorts  in  years  past 
drew  great  crowds  of  visitors,  and  it  is 
the  purpose  of  the  Czechoslovak  Gov- 
ernment to  take  fullest  possible  advan- 
tage of  their  reputation.  Frequently  the 
impression  has  gone  abroad  that  Carls- 
bad was  of  Gennan  origin,  but  this  is 
wrong.  The  numerous  mineral  springs 
of  Slovakia  run  Bohemia  a close  second, 
A movement  is  on  foot  to  capitalize  the 
therapeutic  qualities  of  these  mineral 
waters  throughout  Czechoslovakia  and 
make  them  an  export  article  of  impor- 

Summing  up  the  Czechoslovakian  sit- 
uation, the  outlook  must  be  considered 
cncouragirig  and  as  inviting  closer  in- 
quiry, on  the  part  of  American  business 
men.  Having  passed  the  most  serious 
crisis  the  country  apparently  is  ready 
to  take  an  important  part  in  the  up- 
building of  neighboring  States  not  so 
well  situated,  and  in  this  way  aid  in  the 
general  recon.struction  of  Central  Eu- 
rope. First  among  Central  European 
States  to  inform  the  American  Belief 
Administration  that  it  could  now  care 
for  its  own  child  feeding,  this  was  an 
intimation  that  Czechoslovakia  had  gone 
a good  way  toward  recovery  and  self- 
reliance. 


The  Practical  Side  of  Stock  Turnovers 


By  Archer  Wall  Douglas 


AM  in  general  in  accord 
with  the  very  interesting 
article  oh  “ The  Stock 
Turnover " in  a recent 
issue  of  The  Annaust, 
though  I believe  that  the 
impression  the  general 
reader  wiU  carry  away  is 
that  this  factor  has  not  the 
importance  usually  at- 
tached to  it.  Just  at  present  it  happens 
that  a proper  stock  turnover  is  the  most 
available  and  potent  method  in  the  gen- 
eral business  of  distributioD  to  make 
both  ends  meet  and  write  the  results  in 
black  instead  of  red.  A large  stock  now 
not  only  means  unnecessary  carrying 
charges  in  the  shaps  of  insurance,  rent 
and  the  like,  but  it  involves  the  dead  cer- 
tainty of  a depreciation  in  value  on  at 
least  some  of  the  goods  on  hand  because 
of  declining  prices. 

Retail  dealers  in  the  agricultural  dis- 
tricts are  especially  giving  this  matter 
an  attention  they  have  never  before 
vouchsafed  it.  Credit  is  not  easy  to  be 
had  from  the  country  banks,  and  col- 
lections from  the  farmers  are  the  most 
difficult  ever  known.  When  the  farmer 
.«e11s  his  product  it  is  usually  the  case 
that  banks  have  the  first  call  upon 
the  resulting  liquidation,  and  the  deal- 
ers have  often  to  take  the  crumbs  that 
fall  from  the  table.  Meanwhile,  tiie  job- 
ber from  whom  the  dealer  buys  natural- 
ly wants  his  money.  It  is  strongly  to 
the  interest  of  the  dealer  to  keep  his 
credit  good  with  the  jobber  who  has  car- 
ried him  over  many  distressful  times, 
and  money  in  hand  instead  of  being 
locked  up  in  slow-moving  goods  means 
an  ability  not  only  to  discharge  his  ob- 


ligations but  likewise  to  take  advan- 
tage of  cash  discounts  and  sometimes 
prepayment  terms  on  seasonable  goods, 
aad  advantages  thus  seized  are  often  an 
appreciable  proportion  of  his  profits  on 
the  goo<Ls.  Under  present  conditions  the 
only  way  to  accomplish  these  things  is 
to  reduce  his  investment  in  his  stock  of 
merchandise  without  impairing  its  as- 
sortment value  by  being  out  of  goods 
and  thus  losing  sales. 

It  is  very  difficult  at  present  to  in- 
crease the  volume  of  business  by  the 
usual  methods,  or  by  any  method  at  all, 
unless  some  well-defined  demand  already 
exists,  just  as  it  is  impossible  for  a man 
to  add  to  his  stature  by  taking  thought 
You  can  sell  the  goods  of  everyday  needs 
in  reasonable  volume  if  your  price  is 
right  but  you  cannot  sell  some  goods 


rpHC  establishment  of  close  diplomatic 
and  commercial  relations  between  the 
United  States  and  Venezuela  is  likely  to 
lend  renewed  impetus  to  the  operations 
of  American  banks  in  the  latter  country. 
Two  American  institutions— the  Nation- 
al City  Bank  and  the  Mercantile  Bank 
of  the  Americas — are  now  represented 
there  by  branches  or  affiliated  banks, 
which  serve  not  only  American  firms 
but  also  Venezuelan  houses  in  their  deal- 
ings with  this  country. 

During  1919  Venezuela  decreased  its 
foreign  duty  by  4,359,909.12  bolivarcs  (at 


at  any  price,  because  there  is  no  demand 
for  them.  For,  incredible  as  it  may  seem, 
there  are  sections  of  the  country  where 
food  products  are  practically  without  a 
market,  although  they,  are  at  low  prices. 

Now,  fortunately  for  dealers,  goods  in 
general  arc  easy  to  be  had  and  hod 
quickly.  So  that  the  turnover  proposi- 
tion is  comparatively  simple,  and  the  con- 
sequent investment  is  reduced  to  its  low- 
est terms.  It  then  becomes  a question 
of  intelligent  ordering  and  careful  watch- 
ing of  stock.  Then  there  is  only  a lim- 
ited amount  of  stock  on  hand  at  any  one 
time  to  suffer  the  drop  in  prices  and 
to  meet  the  inevitable  carrying  charges. 
Parenthetically,  the  reports  that  come 
out  of  tremendous  losses  chorged  off  arc 
usually  the  result  of  too  much  merchan- 
dise on  hand  at  the  wrong  time.  Un- 


par  approximately  $870,000).  Though  at 
a slight  discount  as  compared  with  the 
dollar  the  bolivar  is  stronger  than  the 
pound,  franc,  lira  or  other  foreign  mon- 
etary units.  This  is  due  not  only  to  the 
gold  reserve  of  the  country,  consisting 
of  80,000,000  bolivarcs,  but  also  to  the 
fact  that  in  recent  years  the  national  in- 
come has  invariably  exceeded  expendi- 
tures, leaving  a surplus  to  be  added  to 
the  Treasury. 

American  business  and  capital  are  wel- 
come in  Venezuela,  which  is  adopting  a 
liberal  attitude  toward  foreigners. 


der  conditions  of  constant  turnover  there 
is  a distinct  gain  in  the  relation  of  the 
stocks  to  decreased  charges  against  it 
for  warehouse  space  occupied,  interest 
on  Inrrowed  money,  insurance  and  de- 
preciation. These  savings  are  an  added 
profit  in  the  sense  that  all  decreased 
costs  arc.  It  is  also  an  interesting  though 
illogical  fact  of  experience  that  all  intel- 
ligent campaigns  of  frequent  stock  turn- 
overs result  in  an  increase  of  the  vol- 
ume of  business,  for  the  reason  that  turn- 
overs come  not  alone  from  good  merchan- 
dising but  equally  from  good  salesman- 
ship, .since  the  goods  must  move  if  the 
turnover  is  to  be  an  accomplished  fact, 
and  this  necessarily  involves  pushing  the 
sale  of  the  good.s. 

A further  result  of  more  frequent 
tumovci's  is  the  release  of  invested  cop- 
ital  to  be  put  into  the  purchase  and  ad- 
dition of  new  lines  of  goods  which  may 
not  only  increase  the  volume  of  busines!^ 
but  also  add  to  net  profits.  It  is  al- 
way.s  easier  to  swell  sales  by  the  addi- 
tion of  new  lines  than  to  increase  sales 
of  goods  already  carried.  Then,  besides, 
new  goods  usually  bear  a better  per- 
centage of  profit  than  those  with  which 
the  trade  is  long  familiar.  In  one  branch 
of  business  at  present  this  is  true  par- 
ticularly of  electrical  appliances  and  au- 
tomobile accessories,  and  a number  of 
dealers  are  unable  to  take  advantage 
of  this  situation  because  all  their  avail- 
able capital  is  locked  up  in  slow-moving 
merchandi.xc.  It  is  perfectly  true  that 
frequent  stock  turnovers  are  only  one  of 
the  factors  of  success  in  business.  But 
in  the  present  situation  they  arc  proba- 
bly one  from  which  good  results  are  the 
most  feasible  and  the  moat  productive. 


I 


American  Business  Welcome  in  Venezuela 


New  York,  Monday,  October  S,  1.92J 
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The  Speculative  Craze  in  Foreign 


By  Thomas  B.  Pratt 


T was  reccnt]y  reported  in 
Washington  that  the  Uni- 
ted States  Government  is 
considering  the  advisabili- 
ty of  taking  action  to  pro- 
tect investors  who  have 
been  pouring  money  into 
foreign  Government  cur- 
rency issues,  particularly 
those  of  Eastern  Euro- 
pean countries.  Such  bonds  are  sold  on 
the  prospect  of  huge  profits  through 
the  return  to  normal  parity  of  the  de- 
preciated currencies  of  these  countries. 
The  sales  have  been  enormous. 

The  purchase  of  foreign  currency 
bonds  of  those  countries  whose  curren- 
cies are  depreciated  to  a point  where 
recovery  to  normal  is  practically  an  im- 
possibility is  out  and  out  speculation, 
and,  in  many  cases,  pure  gambling. 
This  specularion  is  not  limited  solely  to 
bonds,  but  includes  also  the  purchase  of 
the  currencies  themselves,  bills  of  ex- 
change and  the  deposits  of  money  in  for- 
eign countries  with  the  idea  of  with- 
drawing it  later  when  quotations  have 

Spccnlation  in  such  paper  has  reached 
proportions  far  beyond  that  of  any  simi- 
lar craze  for  oil  stocks,  gold  mining  or 
railroad  shares  in  the  palmiest  days  of 
gambling  in  such  venturea  It  has 
reached  every  class  of  persons  in  the 
United  States.  The  corporation  execu- 
tive, the  cleric,  the  farmer,  the  laborer, 
professional  men  and  women  of  all 
classes  have  succumbed  to  the  argu- 
ments and  propaganda  of  the  distribu- 
ters of  foreign  currency  “investments." 
The  speculation  has  been  all  the  more 
insidious  because  of  the  plausible  argu- 
ments that  have  been  advanced  about 
the  profits  that  might  be  realized  when 
these  currencies  returned  to  normal  or 

There  is  nothing  fraudulent  in  the  sale 
of  such  paper,  nor  is  there  any  fraud 
displayed  in  the  literature  of  the  brokers 
who  sell  it.  This  paper  has  a value 
which  is  quoted  in  most  of  the  important 
papers  of  the  country  daily  and,  further- 
more, it  is  as  good  as  the  credit  of  the 
Governments  and  big  banking  institu- 
tions of  those  Governments  that  issue  it 
In  what  respect,  then,  is  the  purchase  of 
such  paper  speculative  and  unsound  ? 

It  is  speculative  and  unsound  from  an 
investment  standpoint,  first,  because 
probably  999  out  of  every  1,000  buyers 
do  not  understand  what  they  are  buying 
nor  the  economic  factors  affecting  the 
future  course  of  the  market  of  such  pa- 
per; and.  second,  because  in  the  case  of 
many  currencies  there  is  little  or  no  rea- 
son to  believe  that  they  ever  will  return 
to  normal,  and,  in  fact,  there  are  plenty 
of  reason.s  why  they  should  go  still 
lower,  and  stay  there. 

At  the  outset,  I do  not  wish  to  imply 
that  all  foreign  currencies  are  going  to 
remain  depreciated  in  comparison  with 
the  United  States  dollar.  It  is  incon- 
ceivable, for  example,  that  Great  Britain 
will  permit  the  pound  sterling  to  remain 
at  a discount  over  a long  period  of  years. 
Her  economic  and  banking  position  is  too 
strong,  her  stake  in  the  world's  financial 
leadership  is  too  large,  her  bankers  are 
too  .shrewd,  to  permit  such  a thing  if  it 
is  pos.sible  to  avoid  it.  And  in  the  case 
of  Great  Britain  it  is  decidedly  possible 
to  avoid  such  a cata.strophe.  For  other 
reasons,  the  currencies  of  other  nations, 
particularly  the  European  neutrals,  such 
as  Holland,  Nonvay  and  Denmark,  whose 
finance.s  were  not  xmder  the  same  heavy 
war  strain  as  the  belligerents,  should  be 
able  in  reasonable  time  to  get  their  cur- 
rencies back  on  a par  basis  in  compari- 
son with  American  currency.  This  also 
applies  to  the  principal  South  American 
countries,  whose  chief  difficulties  at 
present  consist  of  their  inability  to  sell 
their  export  products  to  their  former 
customers,  owing  largely  to  the  disor- 
ganization of  their  customers’  curren- 


But  speculation  in  the  currencies  of 
such  countries  has  not  been  large,  al- 
though it  would  be  legitimate  from  an 
economic  standpoint.  It  has  been  limited 
largely  because  the  possible  profits  have 
not  been  big — in  the  case  of  sterling  po- 
tential profits  have  ranged  between  20 
and  30  per  cent.  There  have,  of  course, 
been  large  amounts  of  bonds  of  foreign 
countries,  issued  in  sterling,  sold  in  this 
country,  but  they  have  been  sold  mostly 
to  experienced  investors  of  sound  securi- 
ties. They  represent  the  obligations  of 
such  countries  as  Argentina,  Brazil, 
Chile,  Uruguay,  Japan,  China,  Denmark, 
Norway,  Sweden  and  the  British 
colonies.  They  are  securities  that  have 
been  well-seasoned,  that  were  brought 
out  originally  in  London  and  bought  by 
investors  in  England  before  the  war. 
Now  they  are  cotiung  to  this  country  in 
large  quantities  and  are  being  purchased 
by  investors  who  are  accustomed  to  buy- 
ing only  the  highest  grade  securities. 
They  are  attractive  to  such  investors, 
because  the  credit  of  the  issuing  coun- 
tries is  good;  they  are  external  bonds, 
and  thus  are  in  effect  a first  mortgage 
on  the  issuing  country’s  income;  they 
are  selling  lower  today  in  London  than 
at  any  time  in  history,  and  with  the  de- 
preciation in  sterling  exchange  can  be 
purchased  in  American  dollars  on  an 
even  better  basis  than  the  English  in- 
vestors can  obtain;  their  income  basis  is 
high,  generally  around  8 per  cent,  and 
their  yield  basis  ranges  alt  the  way  from 
8 per  cent  to  14  per  cent.,  due  to  the 
low  price  at  which  they  are  selling  in 
London,  the  depreciation  in  sterling  and 
the  operation  of  their  sinking  funds. 
Many  of  them  are  payable  in  more  than 
one  currency  at  fixed  exchanges;  some 
in  American  dollars,  making  them  in  ef- 
fect dollar  loans,  thus  ad^ng  to  their 
attractiveness. 

TT  is  not  issues  of  this  character  that 
-*•  I would  warn  against.  Their  purchase 
is,  in  fact,  in  many  ways,  beneficial.  It 
is  one  of  the  ways  in  which  we  are  as- 
sisting to  finance  the  world  and  it  is  in- 
creasing our  prestige  in  foreign  coun- 

I should  hesitate  to  say  anything 
against  the  credit  of  any  country  were 
it  not  for  the  fact  that  a word  of  warn- 
ing should  be  issued  against  speculation 
in  the  currencies  of  some  countries  that 
are  decidedly  shaky.  My  task  is  made 
somewhat  easier,  however,  by  the  fact 
that  in  some  countries  currency  repudia- 
tion, if  not  openly  advocated,  is  at  least 
felt  by  leading  bankers  and  economists 
to  be  the  most  practical  solution  of  some 
of  their  present  financial  difficultiea  It 
is  also  made  all  the  more  pressing  by 
recent  advertisements  and  offerings  In 
the  United  States  of  the  bond.c  of  a mu- 
nicipality where  the  premium  on  the 
American  dollar  in  terms  of  the  foreign 
money  unit  is  18,567  per  cent.  The 
normal  value  is  23.8  cents,  and  its  value 
today  is  little  over  one-tenth  of  a cent. 
The  bonds  are  being  sold  at  19.85  per 
unit  of  10,000  foreign  units,  which  have 
a par  value  in  American  currency,  as 
stated  in  literature  of  the  brokers  selling 
these  securities,  of  $2,380,  thus  permit- 
ting a possible  profit  of  $2,360.  or  about 
11,000  per  cent  Truly,  a fascinating  in- 
vestment! Let’s  use  just  a little  plain, 
ordinary  horse  sense  in  analyzing  this 
huge  profit  The  municipality  whose 
bonds  are  being  sold  in  this  country 
wants  a dollar  credit  in  the  United 
States.  For  each  dollar  it  receives  it 
pays  nearly  600  of  its  own  units.  If  this 
city  should  pay  off  this  loan  at  par  it 
would  have  to  pay  back  to  American  in- 
vestors approximately  $119  for  each  $1 
it  received.  It  can  safely  be  stated  that 
its  currency  will  not  return  to  the  old 
gold  parity  as  long  as  these  bonds  are 
outstanding. 


Notwithstanding  this,  however,  I was 
recently  called  up  by  a friend  of  mine, 
a lawyer  who  ia  so  conservative  that  be 
leans  over  backward,  and  whose  business 
is  the  handling  of  legal  matters  for  one 
of  the  most  conservative  banking  houses 
in  Wall  Street,  and  he  asked  whether  I 
thought  these  bonds  were  a good  gamble. 
He  had  been  impressed  by  the  low  debt 
record  of  the  ci^,  and  one  or  two  other 
features  played  up  by  the  brokers.  They 
are  not  a good  gamble,  because  the  only 
hope  for  the  country  is  a repudiation  in 
one  form  or  another  of  its  present  cur- 

This  speculative  craze  for  foreign  cur- 
rency paper  is  due  largely  to  a lack  of 
understanding  about  foreign  exchange 
and  the  economic  factors  surrounding 
the  present  disorganization  of  various 
currencies.  Before  the  war  the  cur- 
rencies of  the  principal  nations  of  the 
world  were  on  what  is  known  as  a gold 
standard.  Dollars  could  be  exchanged 
into  pound  notes,  francs  and  marks  at 
definite  amounts. 

"PtURING  such  normal  times  exchange 
^ fluctuated  within  narrow  mar- 
gins. For  example,  the  pound  sterling 
normally  is  worth  $4.8665  in  United 
States  currency.  For  the  thirty-three- 
year  period  between  1880  and  1913  ster- 
ling fluctuated  between  $4.82  and  $4.91, 
or  only  9 cents  between  the  low  and  high 
in  that  period.  The  fluctuation.s  were  so 
narrow  because  of  the  delicately  balanced 
machinery  operated  by  the  great  interna- 
tional banks  and  bankers  for  handling 
international  paper.  But,  further,  such 
narrow  fluctuations  were  made  possible 
by  the  gold  standard,  recognized  and 
lived  up  to  by  the  principal  nations  of 
the  world.  Due  to  the  gold  standard,  the 
holder  of  a bill  of  exchange  on  London 
knew  that  if  he  presented  that  bill  in 
London  and  wanted  currency  in  payment 
he  woultT  receive  it,  and  he  further  knew 
that  he  could  convert  that  currency  into 
gold  in  London.  The  same  was  true  in 
France,  Germany  and  other  countries, 
and,  vice  versa,  the  people  of  those  coun- 
tries knew  they  could  obtain  gold  for  our 
currency  in  this  country. 

The  war  changed  all  that.  The  demand 
by  belligerent  nations  for  products  of 
other  countries  became  so  great  that  the 
ordinary  methods  of  payment  were  inad- 
quate.  Europe  sold  back  to  the  United 
States  between  four  and  five  billion  dol- 
lars of  securities  previously  purcha.«ed 
from  our  railroads  and  industrial  corpor- 
ations. We  purchased  from  Europe  short 
and  long  term  notes  and  bonds  to  the 
extent  of  about  three  billion  more.  We 
extended  banking  credits,  invested  in  Eu- 
ropean currencies  and  deposited  funds  in 
European  banks  about  three  and  a half 
billion  dollar?  additional.  And,  finally, 
the  United  States  Government  extended 
credits  to  the  Allies  of  an  additional  ten 
billion. 

Our  foreign  trade  during  this  period 
was  enormous,  but  it  finally  began  to 
drop  off  when  Europe’s  borrowing  abil- 
ity was  reduced,  and  today  our  indush  ial 
depression  is  largely  due  to  the  fact  that 
our  export  market  for  our  surplus  agri- 
cultural and  manufactured  products  has 
been  materially  curtailed — not  because 
the  foreign  buyers  of  two  years  ago  do 
not  now  need  and  want  our  goods.  The 
reasons  are  that  the  former  buyers  of 
our  goods  no  longer  have  the  diverse  and 
almost  unlimited  credit  facilities  previ- 
ously provided,  and  that,  owing  to  their 
depreciated  currencies,  they  can  no  long- 
er afford  to  buy  from  us. 

But  what  effect  did  all  these  facts  re- 
lated above  have  on  the  currencies  of  the 
belligerent  and  even  neutral  countries? 
In  the  first  place,  with  the  outbreak  of 
the  war,  practically  every  country  using 
the  gold  standard  was  forced  to  throw 
it  overboard.  The  belligerent  countries, 


Currency 

in  order  to  conserve  their  gold  holdings, 
imposed  embargoes  on  gold  exports.  They 
settled  their  debts  by  the  sale  of  securi- 
ties and  by  borrowings  as  stated  above. 
In  order  to  provide  funds  for  Govern- 
ment expenses  the  belligerents  utilized 
every  conceivable  method.  To  give  an  ex- 
ample that  can  be  readily  understood, 
the  methods  employed  by  Germany  will 
bo  described  briefly.  This  is  a particu- 
larly pertinent  example  for  the  purpose.^ 
of  this  article,  because  the  German  mark 
has  depreciated  from  a par  of  23.8  cents 
to  a quotation  at  this  writing  of  1 1-5 
cents,  and  also  because  speculation  in 
German  marks  in  the  United  States  has 
been  greater  than  that  in  any  other  for- 
eign currency. 

^ ERMANY  financed  her  war  expenses 
not  through  taxation  but  through 
internal  loans.  The.se  were  put  out  one 
after  another,  and  what  could  not  be  sold 
to  the  German  public  was  forced  upon 
the  great  German  banks  of  issue.  These 
banks  were  permitted  to  issue  currency 
against  thdr  holdings  of  German  bonds, 
so  that  in  effect  the  German  Govern- 
ment obtained  a large  portion  of  its 
funds  for  war  purposes  through  issues 
of  paper  money.  How  great  was  thi.s 
process  was  disclosed  in  the  figure.s 
showing  the  note  drculation  of  the  Ger- 
man banks  of  issue  before  and  after  the 
war,  and  the  gold  reserve  held  agaiast 
these  notes.  On  July  23,  1914,  the  note 
circulation  outstanding  amounted  to 
1,890,900.000  marks,  against  which  there 
was  a gold  reserve  of  71.7  per  cent  On 
Dec.  31,  1920,  the  note  circulation  out- 
standing was  80,838,300,000  marks,  and 
the  gold  reserve  was  1.3  per  cent  The 
danger  point  in  the  German  situation, 
however,  rests  in  the  floating  debt  of 
that  country,  which  is  over  152,000,000,- 
000  marks,  and  that  part  not  already 
held  by  the  bank?,  but  which  is  in  the 
hands  of  the  public,  may  be  discounted  at 
the  Reichsbank  and  that  institution  can 
and  would  have  to  issue  notes  against 
these  Treasury  bills,  should  the  German 
public  decide  to  discount  them. 

All  of  this  has  its  effect  upon  the  quo- 
tations for  foreign  exchange  on  ^at 
country.  When  the  gold  standard  was 
temporarily  abandoned  exchange  rates  on 
our  Allies  were  artificially  “ pegged  ’’  by 
borromngs  and  other  means.  When  these 
supports  were  no  longer  provided,  short- 
ly after  the  war  ended,  another  basis 
for  figuring  the  value  of  one  currency 
in  the  terms  of  another  had  to  be  found, 
and  gradually  there  developed  a basis 
whereby  exchange  rates  are  determined 
to  a large  extent  by  the  purchasing  pow- 
er of  one  currency  as  compared  with  an- 
other in  the  terms  of  merchandise.  That 
is  to  say,  the  dollar  transferred  into 
marks  should  buy  in  Germany  (subject 
to  wide  fluctuations  due  to  incomplete 
and  inaccurate  data  relative  to  prices) 
sufficient  merchandise  which,  if  brought 
to  the  United  States,  could  be  sold  for 
$1.  Thus  merchandise  has  taken  the 
place  of  gold  in  international  financial 
transactions 

The  purchasing  power  of  marks,  how- 
ever, in  terms  of  merchandise  is  depend- 
ent upon  many  factors,  among  them 
being  the  cost  of  raw  materials,  manu- 
facturing costs  and  labor.  But  more 
than  that,  it  is  dependent  upon  the  faith 
of  the  people  in  their  own  currency.  In- 
flation is  looked  upon  by  the  average 
person  as  a blessing  when  it  starts,  but 
it  ultimately  leads,  if  permitted  to  run 
unabated,  to  economic  diporganization. 
There  are  always  demands  in  this  coun- 
try for  inflation.  We  had  them  in  the 
Presidential  campaign  of  1896,  when 
16  to  1 was  considered  by  many  as  the 
glorious  path  to  prosperity.  We  have 
them  today  in  innumerable  proposals  to 
use  the  credit  of  the  Government  for 
every  conceivable  purpose.  Our  expres- 
sion “ not  worth  a continental  ” come.s 
from  the  useless  Continental  paper  after 
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the  Revolutionory  War.  When  paper  is 
issued  in  huge  quantities  the  faith  of  the 
peopie  in  it  decreases  gradually  at  first 
and  then  with  greater  acceleration,  un- 
til finally  it  will  not  be  accepted  in  pay- 
ment for  goods  or  services.  Commerce 
reverts  to  barter  until  a new  currency 
can  be  established  in  which  the  people 
have  confidence. 

There  are  many  reason.s  why  coxintries 
such  as  Germany  may  take  one  or  two 
courses  in  respect  to  its  outstanding  cur- 
rency. The  mad  orgy  of  the  printing 
presses  that  has  been  going  on  for  sev- 
eral years  cannot  last  much  longer,  al- 
though there  are  leaders  in  Germany 
now  who  for  political  reasons  are  well 
content  to  let  the  debauch  go  on.  As 
long  as  German  labor  is  content  to  re- 
ceive less  porcha-sing  power  for  its  work 
than  labor  in  other  countries  is  receiv- 
ing, and  as  long  as  the  people  have  con- 
fidence in  the  paper  currency  which  is 
not  convertible  into  gold,  Germany’s  po- 
litical and  financial  leaders  will  let  well 
enough  alone.  When  a Government  can 
pay  debts  by  printing  money  it  is  easier 
and  safer  politically  than  to  pay  those 
debts  through  taxation.  Furthermore,  the 
longer  Germany  maintains  her  present 
status  in  respect  to  her  currency  her 
leaders  believe  that  her  chances  of  ob- 
taining material  relief  from  the  burdens 
of  reparations  payment#  are  all  the 
brighter. 

But  a day  of  reckoning  must  come. 
Germany  and  several  other  countries 
cannot  continue  to  pay  their  debts  with 
the  printing  presses.  Her  inability  to  pay 
is  recogniaed  by  others,  and  it  is  but  a 
short  step  to  official  recognition  by  Ger- 
many herself  of  a condition  that  already 

There  are  two  methods  that  countries 


such  as  Germany  can  pursue.  In  effect 
both  are  the  same,  and  both  arc  in  real- 
ity repudiation.  One  is  to  issue  new 
marks,  culling  in  the  present  marks.  For 
each  ten  to  fifteen  present  marks  out- 
standing one  new  mark  might  be  issued. 
This  would  constitute  an  open  confession 
of  her  inability  to  pay,  and  yet  it  is  the 
simplest  and  most  logical  course  to  fol- 
low. The  new  marks  would  have  a gold 


amount  out  in  commercial  loans  at  the 
end  of  the  month  was  $1,226,467,704,  a 
decline  of  $10,626,167  for  the  month  and 
of  $169,002,449  for  the  year.  Call  loans 
in  Canada,  at  $106,116,117,  decreased  $1,- 
437,673  for  the  month  and  $7,483,806  for 
the  year,  while  those  outside  the  Domin- 
ion, at  $167,767,836,  decren.sed  by  $3.- 
182,894  and  $36,130,410,  respectively. 
Total  deposits  declined  by  $13,118,490  for 
the  month  and  $94,809,986  for  the  year, 
the  total  amount  nt  the  end  of  August 
being  $1,807,193,444.  The  proportion  of 
commercial  loans  to  total  deposts  was 
67.86  per  cent. ; at  the  end  of  July  it  was 
68  per  cent. 

The  bond  market  has  been  further  fea- 
tured by  the  flotation  of  new  issues  of 
substantial  amounts.  Encouraged  by  the 
results  obtained  the  previous  week  by 
the  sale  of  its  two  $10,000,000  blocks,  the 
Ontario  Government  has  this  week  sold 
an  additional  block  of  $5,000,000  for  the 
Canadian  market,  the  purchaser  being 
the  same  syndicate.  Terms  were  also  the 
same.  It  is  understood  that  another  block 
of  $5,000,000  for  the  American  market 
is  also  contemplated.  Should  this  be  con- 
summated the  province  will  have  dis- 


I'cduinption  value,  and  thus  Germany 
would  ogain  be  back  on  a gold  basis. 
The  purchasing  power  of  the  new  mark 
would  be  many  times  that  of  the  pres- 
ent mark.  Prices  woold  decline,  labor 
would  be  better  satisfied,  and  there 
would  be  no  question  aslo  the  confidence 
of  the  people  in  the  new  currency,  pro- 
vided the  Government  did  not  .start  the 
cycle  over  again  by  continuing  to  pay 


posed  of  new  issues  to  the  extent  of  $30,- 
000,000  within  two  weeks.  The  City  of 
Ottawa  has  also  disposed  of  an  issue 
amounting  to  $1,808,769  nt  106.367,  or  a 
basis  of  5.36  per  cent.,  for  the  New  York 
market.  The  highest  bid  for  the  Cana- 
dian market  was  97.513.  Boldgct  & Co., 
Boston ; Graham,  Parsons  & Co.,  Phila- 
delphia, and  Wood,  Gundy  & Co.,  Toron- 
to, composed  the  syndicate  that  pur- 
chased the  Ottawa  issue.  The  United 
Countias  of  Dundns,  Stormont,  and  Glen- 
garry sold  an  iasue  of  $360,000  6 per 
cent,  ten  instalment  bonds  for  the  Cana- 
dian market  at  99.62,  or  a basis  of  6.68 
per  cent.  The  City  of  Toronto  is  calling 
for  tenders  for  a $16,000,000  issue  of 
serial  bonds.  It  is  proposed  to  sell  $10,- 
000,000  in  the  United  States  and  $5,000,- 
000  in  Canada.  Both  are  thirty-year  se- 
rials, and  bear  6 per  cent,  interest.  With 
the  sale  of  these  two  blocks  the  city’s 
gro.ss  bonded  debt  will  be  $130,106,362, 
while  the  net  is  placed  at  $46,688,141.  Di- 
rectors of  the  Dominion  Foundrie.s  and 
Steel  Company.  Hamilton,  are  .seeking 
authority  to  issue  debentures  to  the 
amount  of  $1,600,000.  The  capital  stock 
of  the  company  is  $6,000,000. 


The  Week  in  Canada 


debts  with  new  paper  instead  of  taxa- 
tion. No  solution  can  be  had  of  the  press- 
ing difficulties  now  existing  unless  Gov- 
ernment.# balance  their  budgets  and  pay 
their  debts  out  of  income  instead  of  new 
borrowings. 

The  only  other  solution  Germany  has 
is  to  .stabilize  her  currency  on  u gold 
basis  ut  or  about  the  prc.#ent  interna- 
tional value  of  the  mark.  This  woulo 
do  away  with  all  conjecture  and  false, 
prcdiictions  about  the  recovery  of  the 
mark.  It  is  not  quite  os  .satisfactory  as 
the  first  solution,  but  the  ultimate  ef- 
fects would  be  similar. 

Neither  of  these  two  methods  of  re- 
establishing German  exchange  would 
cause  criticism  in  other  countries,  ex- 
cept perhaps  from  spcculatoi-s  in  Ger- 
man exchange.  On  the  other  hand,  it 
would  be  looked  upon  as  a distinct  for- 
wnrd  step  in  reconstruction,  and  it  would 
react  materially  to  the  benefit  of  Gcr- 

I have  endeavored  to  show  in  the  fore- 
going paragraphs  some  of  the  reasons 
why  German  exchange  will  not  recover. 
To  more  or  less  extent,  but  for  different 
reasons  in  each  case,  what  has  been  writ- 
ten above  about  Germany  applies  to  oth- 
er countries  in  which  inflation  has  been 
carried  on  to  an  excess.  The  huge  po.ssi- 
bilitics  of  profit  through  investments  in 
such  foreign  currencies  are  myths,  and 
yet  so  extensive  has  been  the  specula- 
tion in  them  that  it  has  been  reported 
from  Washington  that  the  United  States 
Government  is  planning  to  take  steps  to 
warn  citizen.#  of  this  country  against 
purchasing  such  paper.  This  applies 
particularly  to  the  Eastern  European 
countries,  so  far  as  Government  action 
is  contemplated,  but  thi.#  danger  exists 
in  other  countries  as  well. 
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A Bank  Statement  that  any  Man  or  Woman  can  Understand 


The  Corn  Exchange  Bank 

NEW  YORK 

Statement  of  October  1,  1921 


The  Bank  Owes  to  Depositors  . . , " 

A conservative  banker  always  has  this  indebtedness  in  mind,  and  he  artangcahis 
assets  so  as  to  be  able  to  meet  any  request  for  payincnL 

For  this  Purpose  We  Have: 

[1]  Cash Cl  j 

[Gold.  Bank  Notes  and  Spede]  and  with  legal  depositoncs  returmble  on  demand. 

[2]  Checks  on  Other  Banks  .... 

Payable  in  one  day. 

[3]  U.S.  Government  Securities 

[4]  Loans  to  Individuals  and  Corporations  . 
Payable  when  we  ask  for  them,  secured  by  collateral  of  p^eater  value  than  th 
loam. 


[5]  Bonds  . . • • t / I *1  ki  * 

Of  railroads  and  other  corporations,  of  first  qualify  and  easily  salable. 

£6]  Loans 

Payable  in  less  than  three  months  on  the  average,  largely  secured  by  coUatcraL 

[7]  Bonds  and  Mortgages  and  Real  Estate 

[8]  Twenty-four  Banking  Houses 

All  located  in  New  York  City. 

Total  to  Meet  Indebtedness  • • • • 

[9]  This  Leaves  a Surplus  of  . • • • - 

V/hich  becomes  the  property  of  the  Stockholders  after  the  debts  to  the  depos* 
itoTS  are  paid,  and  is  a guarantee  fund  upon  which  we  solicit  new  deposits  and 
retain  those  which  have  been  lodged  with  us  for  many  years. 


$197,119,192.76 

$33,146,579.15 

15,441,12547 

58,210,372.28 

33,346,349.06 

21,369,03231 

48,050,22739 

877,656.50 

3,884,036.91 

$214,325,379.07 

$17,206,186.31 


Our  listed  resources,  enumerated  in  this  statement  do  not  and  can  not  include  those  assets  of 
fricndlmess  and  helpfulness  which  this  bank  has  in  the  personnel  of  its  board  of  directors,  its  offi- 
cers and  employes.  These  are  assets  which  paydividends  to  our  patrons  m service  and  satisfaction. 

The  Com  Exchange  Ban\  Supplies  Banlp'tig  and  Trust  Service 
Only  Through  Its  Forty-six  Offices  Located  in  Greater  H(sw  Tor\ 
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Ten  Cents 


The  Bugbear  of  National  Debts 


sidcring  a reply  economically,  we  must 
clear  our  minds  for  the  time  being  of  all 
political  and  ethical  considerations.  The 
business  of  the  economist  is  to  strip  eco- 
nomic troubles  of  their  disguise  and 
bring  them  forward  for  inspection.  The 
application  of  political  and  ethical  con- 
siderations is  the  business  of  the  states- 
man, but  his  task  is  lightened  if  the  phe- 
nomena are  properly  dissected  and  laid 
out  before  him. 


In  the  last  analysis  the  terror  of  every 
debt  of  every  sort  consists  in  apprehen- 
sion of  the  power  and  intention  of  the 
creditor.  To  check  these  attributes  from 
being  developed  to  extreme  lengths,  bank- 
ruptcy laws  have  been  promulgated  for 
individuals,  groups  and  nations.  The  old- 
est form  of  bankruptcy  amelioration  is 
found  in  the  Chaldean  Jubilee,  which  pro- 
vided a periodical  termination  of  all  ob- 
ligations. The  jubilee  made  every  source 
of  property  income  a terminable  annu- 
ity. There  was  a fixed  date  when  pro- 
prietorship ceased  and  a clean  slate  was 
inaugurate.  Some  system  of  ameliora- 
tion of  the  logical  extreme  of  the  rela- 
tions of  debtor  and  creditor  has  been 
recognised  by  all  nations  that  have  ques- 
tioned the  doctrine  of  human  slavery. 
The  Roman  law  alone  recognized  no  such 
amelioration.  Its  logical  result  was  that 
most  debtors  eventually  became  the 
slaves  of  their  creditors,  with  what  re- 
sult we  know.  It  could  not  have  been 
otherwise. 

Let  us  compare  the  debts  of  the  lead- 
ing nations  of  the  world  with  the  debts 
that  existed  prior  to  the  war.  Table  I. 
shows  these: 


NATIONAL  DEBT  CHANGES 
(000,000  omitted) 

J913.  1921. 

Austria  12,152  $17,688 

Belgium  826  4,000 

Bulgaria  1S6  2,158 

Canada  644  1,935' 

France  6,346  46,026 

Germany 1,194  66,361 

Hungary  1,731  9,412 

Italy  2,921  18,102 

Russia  4,637  26,000 

United  Kingdom.  3,486  39,314 

United  States 1,028  24,299 

Japan  1,242  1,300 

Turkey  676  2,000 

Greece 206  469 


The  figures  reveal  extraordinary  dis- 
parities. Roughly,  Germany  has  in- 
creased its  debt  fifty  tirnes;  the  United 
States  twenty-four  times.  Prior  to  the 
war  both  these  countries  had  practically 
the  same  amount  of  debt.  Relatively  to 
their  wealth,  their  debts  were  the  small- 
est in  the  world.  In  Germany  that  result 


By  Dr.  R.  Estcourt 


had  been  attained  by  nationaliziDg  or 
municipalizing  land  and  utilities;  in  the 
United  States  by  the  opposite  process. 
Sixty  years  previously  the  United  States 
ovmed  these  things  and  Germany  did  not 
Germany  acquired  them;  the  United 
States  sold  them.  By  the  profits  ob- 
tained from  national  working  J[lermany 
reduced  her  debt;  by  the  sale  of  her 
properties  and  the  application  of  the  pro- 
ceeds to  redemption  of  debt  the  United 
States  accomplished  the  same  result 
Thus  at  the  beginning  of  the  war  both 
countries  had  attained  the  same  degree 
of  reduced  indebtedness  by  diametrically 
opposite  processes.  Today  these  two 
countries  head  the  list  of  those  who  have 
increased  their  debts  during  the  war. 

Next  on  the  list  is  Bulgaria  with  an 
increased  indebtedness  of  seventeenfold. 
Then  the  United  Kingdom,  with  an  in- 
crease of  nearly  twelvefold.  All  others 
show  an  increase  of  eightfold  or  less, 
down  to  Japan,  which  has  practically  no 
increase.  Indeed,  relatively  to  wealth 
and  population,  Japan  might  be  said  to 
have  reduced  her  debt  during  the  period. 
The  figures  are  from  published  returns, 
over  the  making  of  which  alien  peoples 
have  no  control.  It  may,  therefore,  be 
assumed  that  no  account  is  taken  of  the 
internabonal  balance  sheet  drawn  up 
since  the  war,  a balance  sheet  that  adds 
immensely  to  the  liabilities  of  some  peo- 
ples and  to  the  assets  of  others.  These 
assets  and  liabilities  remain  for  consid- 
eration. So  far  Germany  alone  has  made 
the  payments  due  from  her,  cash  having 
been  obtained  by  selling  paper  marks  in 
this  country  and  goods  out  of  surplus 
production.  The  United  States,  the  great 
creditor,  is  patiently  waiting  to  see  what 
other  peoples  are  going  to  do  in  the  mat- 
ter. 

WHEN  an  individual  is  in  difficulties 
he  arranges  his  liabilities  according 
to  urgency.  There  are  those  that  must 
be  met,  then  those  that  con  be  deferred, 
and,  lastly,  family  obligations  and  ^ums 
owing  to  friends,  who  are  so  rich  os  to  be 
able  to  forget  them  in  the  last  resort. 
If  the  first  class  predominates,  bankrupt- 
cy is  near;  if  the  bulk  of  the  liabilities 
are  in  the  last  two  classes,  the  technical 
stigma  of  bankniptcy  is  avoided,  al- 
though all  its  factors  exist.  The  effort 
of  the  debtor  is  directed  to  taking  out 
of  the  first  category  as  many  of  his  lia- 
bilities as  can  by  any  means  be  so 
handled.  To  aid  this  process,  frequently 
he  is  able  to  discharge  some  pressing 
claims  by  increasing  the  liabilities  in  the 
last  two  classes.  This  is  precisely  what 
has  been  taking  place.  Germany  as- 
sumed the  position  of  relative  or  rich 
friend  to  Austria,  Hungary  and  Turkey. 
France  assumed  a similar  pdsition 
toward  Russia.  The  United  Kingdom  as- 
sumed the  same  position  toward  FVance, 
Canada,  Italy,  Greece,  Belgium  and  oth- 
er countries,  and  the  United  States  as- 
sumed a similar  position  toward  the 
United  Kingdom  and  several  smaller 


units.  Each  country  that  has  contrived 
to  get  some  other  country  into  the  posi- 
tion of  relative  or  wealthy  friend  by 
that  means  has  been  able  to  mark  a less 
increase  in  its  nation^  debt  than  other- 
wise would  have  been  the  case.  The  Unit- 
ed States  alone  has  been  unable  to  pass 
ihe  borrowing.  There  was  no  nation 
capable  of  assuming  toward  this  country 
tbe  position  of  relative  or  wealthy  friend. 

In  the  preceding  considerations  there 
is  a factor  that  must  not  be  overlooked. 
Each  of  the  countries,  with  the  possible 
exception  of  the  United  Kingdom,  that 
contrived  to  find  some  one  to  assume  the 
role  of  relative  or  wealthy  friend  must 
have  withdrawn  from  the  war  except  for 
that  assistance.  The  piling  up  of  their 
debt  had  ceased  to  be  a business  propo- 
sition. All  securities  had  been  mort- 
gaged. The  question,  therefore,  was  such 
as  constantly  presents  itself  to  business 
corporations,  one  of  keeping  them  in  the 
field.  It  is  often  worth  while  to  bolster 
up  an  insolvent  business  operating  in  the 
same  field  rather  than  risk  the  results 
that  would  accrue  from  its  sudden  de- 
mise. (This  was  notably  the  cose  with 
Baring's  bank  in  England,  which  was  in- 
solvent, but  in  such  a position  as  to  make 
it  better  worth  while  for  other  banks  to 
bolster  it  up  than  to  risk  the  conse- 
quences of  its  collapse.  Some  debtors  are 
fortunate  enough  to  find  themselves  in 
this  position.)  Thus  the  nations  that 
were  kept  in  the  war  through  the  finan- 
cial assistance  of  others  were  practieaUy 
mercenaries — from  that  time  forward 
soldiers  fighting  for  an  interest  that  had 
ceased  to  be  sufficiently  important  for 
themselves,  but  yet  sufficiently  impor- 
tant for  others  to  feel  it  worth  while  to 
keep  them  in  the  field.  They  were  no 
longer  able  or  willing  to  continue  the 
.struggle  at  their  own  expense,  but  they 
had  relatives  or  rich  friends  for  whom 
it  w^  worth  while  to  maintain  them 
as  going  concerns.  Peoples  who  thus 
find  themselves  in  the  position  of  mer- 
cenaries are  quick  to  realize  that  the  as- 
sistance they  are  receiving  is  not  wholly 
disinterested.  It  would  not  be  given  were 
it  not  worth  the  while  of  the  giver.  A 
relative  does  not  desire  to  have  a bank- 
rupt in  the  family,  and  the  rich  friend 
either  hopes  to  secure  advances  already 
made  or  to  avoid  the  shock  to  his  own 
business  that  would  ensue  from  the  de- 
fault of  bis  debtor. 

History  throws  light  on  the  precise 
nature  of  war  debts.  In  old  times,  when 
all  currency  was  metallic,  national  wealth 
was  measured  by  national  treasure  in 
accumulations  of  precious  stones  and  pre- 
cious metals.  In  those  days  the  soldier 
brought  his  own  outfit,  even  his  pro- 
visions. A Roman  soldier  had-his  own 
arms  and  a bag  of  food  sufficient  to 
sustain  him  until  the  enemy  could  be 
forced  to  do  so.  Such  conditions  prevailed 
until  the  seventeenth  century.  Treasure 
was  required  for  obtaining  the  assist- 
ance of  mercenaries,  the  efficient  bands 
of  professional  soldiers  who  hired  thmi- 


selvcs  out  to  the  highest  bidder,  only 
very  occasionally  being  moved  by  senti- 
mental preferences.  Included  in  the  bid 
was  tbe  prospect  of  loot,  so  that  an  at- 
tack on  a rich  Treasury  might  sometimes 
be  more  attractive  than  the  offer  of 
payment  made  by  the  owners  of  that 
Treasury.  A similar  economic  motive 
underlies  all  military  alliances  in  alt 
ages,  notwithstanding  the  mass  of  al- 
leged sentiment  to  the  contrary.  When 
a proposed  war  was  a national  concern 
of  extreme  urgency,  the  people,  out  of 
their  private  hoards,  would  voluntarily 
increase  the  amount  of  the  national 
treasure,  sometimes  by  gifts,  sometimes 
by  loans,  for  which  they  received  ac- 
knowledgments for  what  they  were 
worth.  Loans  in  those  days  were  not  the 
subject  of  such  regular  modem  account- 
ing as  now  prevails.  There  was  a receipt 
for  the  contribution,  but  after  the  war 
it  might  be  overvalued  through  favorit- 
ism or  the  bolder  might  become  the  vic- 
tim of  a framed-up  charge  of  meanness 
or  slacking  that  would  cost  him  his  head 
as  well  as  his  treasure.  It  was  to  the 
interest  of  some  to  void  the  loans  of  oth- 
ers in  this  way,  in  order  that  more  might 
be  available  for  themselves.  Activity  in 
this  direction  was  frequently  lavishly  re- 
warded. 

rpODAY  the  soldier  neither  provides 
-I-  arms  nor  any  part  of  his  equipment. 
He  is  in  the  position  of  a modem  factory 
hand,  for  Whom  all  necessaries  are  pro- 
vided by  the  owner  of  the  factory.  This 
is  the  paramount  cause  of  the  disappear- 
ance of  the  mercenary  soldier.  He  no 
longer  owns  the  tools  of  his  trade.  In 
procuring  auxiliaries  today  one  deals 
with  political  chiefs,  not  with  military 
chiefs,  ju.st  as  for  trade  purposes  one 
now  seeks  the  office  of  the  President  of 
the  corporation  instead  of  the  head  of 
the  trade  guild.  Under  modem  systems 
of  credit  currency  accumulated  treasure 
plays  but  a small  part  The  chief  requis- 
ite is  equipment.  Equipment  exists  only 
in  small  quantities,  but  it  can  readily  be 
produced  in  almost  unlimited  quantities. 
National  debts  are  practically  bills  of 
exchange  given  for  the  supply  of  this 
equipment  That  the  nation  honors  the 
bills  of  exchange  by  turning  them  into 
bonds  does  not  alter  the  fact 
In  practice  it  would  be  next  to  im- 
possible to  raise  the  whole  expense  of  a 
modem  war  by  immediate  taxation.  Eco- 
nomically such  a process  would  be  un- 
desirable. It  would  result  in  forcing  the 
factory  owner  to  part  with  his  plant  and 
thus  become  useless.  Therefore  a large 
part  of  what  would  otherwise  be  nece.v 
sary  taxation  is  handled  on  a credit  basi.i. 
The  owner  is  thus  enabled  to  part  with 
what  corresponds  to  the  individual  treas- 
ure of  old  days,  and  yet  to  retain  the 
potentiality  of  currency  necessary  for 
production  of  equipment.  Simultaneous- 
ly, the  expenditure  of  the  funds  thus  ob- 
tained by  the  Government  raises  prices 
abnormally.  The  rise  in  prices  arti- 
ficially inflates  valuations  (not  values), 
and  taxes  levied  on  these  inflated  valua- 
tions yield  augmented  returns.  The  real- 
ly fictitious  yidd  of  taxation,  added  to 
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tho  proceeds  of  loans,  for  the  time  bc»n^ 
places  abnormal  funds  in  the  hands  of 
tho  Government  When  peace  comes,  tho 
results  of  this-proccss  become  apparent, 
although  not  inmiediately. 

Whatever  may  bo  the  results,  it  is 
questionable  whetlier  under  modern  con- 
ditions a vvar  could  be  conducted  by  any 
other  process.  With  that  we  are  not  con- 
cerned. The  economic  question  is  the 
nature  of  the  financial  position  produced 
by  tl»esc  operations.  If  we  grasp  that 
%ve  shall  realize  that  we  have  been  un- 
necessarily frightened.  The  question  is 
largely  one  of  the  area  of  operations. 
In  a private  affair  the  family  connec- 
tions are  very  limited,  as  is  also  the 
number  of  wealthy  friends.  Usually  our 
transactions  have  to  be  conducted  on  a 
strictly  business  basis,  under  the  super- 
vision of  our  banker.  But  as  the  area 
enlarges  the  relatives  and  wealthy  friends 
increase  in  number  disproportionately, 
until  we  get  outside  the  national  boun- 
daries and  come  to  alliances  of  nations. 
The  proce-ss  corresponds  to  the  growth 
of  the  corporation  into  the  trust,  the 
merger  and  the  international  combine^ 
It  becomes  so  large  that  those  interested 
in  the  undertaking  can  count  almost 
every  one  as  relatives  or  interested 
friends,  who  cannot  afford  to  let  a crash 
occur.  Thus  the  debts  become  tlic  busi- 
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creditors  mutually  interested  in  the  wel- 
fare of  each  other.  There  Nvas  no  inten- 
tion of  being  so  interested,  but  modem 
conditions  have  made  the  position  una- 
voidable. That  is  where  we  are  today. 

We  come  to  a r^lization  of  the  nature 
of  modem  property,  which  has  been  well 
defined  m a university  as  “ tho  capital- 
ized value  of  the  power— however  ac- 
quired— of  appropriating  to  one’s  per- 
sonal use  the  value  produced  by  the  ex- 
ertions of  others,  without  any  legal  obh- 
gation  to  render  any  personal  service  in 
return.”  It  is  precisely  in  this  sense 
that  national  obligations — the  bonds  that 
constitute  national  debts  — constitute 
property.  It  is  obvious  that  if  the  in- 
come capitalized  to  form  this  species  of 
property  cannot  be  made  sufficient  to 
sustain  the  basis  of  capitalization  the 
capital  value  of  that  property  must  fall. 
That  is  what  has  occurred  all  round. 
The  rioto’is  individual  expenditure  that 
followed  the  cessation  of  hostilities  was 
due  to  the  availability  of  the  income  that 
had  been  capitalized  into  this  form  of 
property  and  the  fictitious  profits  due 
to  inflated  ^-aluations  brought  about  by 
war  finance.  Prices  were  high,  remu- 
nerative contracts  had  not  expired,  ex- 
cessive wages  could  still  be  paid.  Dimes 
had  become  half  dollars,  or,  rather,  the 
half  dollar  purchased  only  what  had  pre- 
viously been  a dime's  worth.  Manifestly, 
taxation  based  on  these  conditions  would 
yield  a half  dollar  for  every  dime  yield- 
ed previously.  But  gradually  the  con- 
tracts expired  and  wages  disappeared. 
There  were  no  longer  the  same  amounts 
of  profits  and  wagas  to  be  expended. 
The  great  spenders  could  now  be  only 
those  entitled  to  interest  on  bonds  se- 
cured dunng  the  war,  bonds  purchased 
with  the  dimes  that  had  been  tempora- 
rily regarded  as  half  dollars. 

It  is  a fact  well  known,  but  constant- 
ly disregarded,  that  5 per  cent,  decrease 
in  demand  will  produce  a fall  in  prices 
of  a much  larger  percentage.  In  the 
same  way,  an  increase  of  5 per  cent,  in 
demand  will  often  boost  prices  60  and 
100  per  cent.  Thus  all  pro  rata  calcula- 
tions respecting  prices  and  expenditures 
are  misleading  when  considering  debts. 
From  this  it  is  apparent  that  external 
appearances  tend  greatly  to  exaggerate 
the  financial  gravity  of  the  national  and 
intemational  position.  The  fall  in  prices 
has  reduced  valuations,  and  the  reduced 
valuations  have  caused  reduced  yields  of 
taxes.  Only  in  a very  small  degree  is 
the  reduced  yield  of  the  income  tax,  for 
instance,  due  to  transfer  of  wealth  into 
tax-free  undertakings.  The  real  cause  is 
in  an  actual  reduction  of  income  through 
reduced  valuations.  The  dimes  that  were 
half  dollars  are  once  more  being  rated 

Meanwhile,  however,  no  such  trans- 
formation has  taken  place  with  regard 


to  tho  bonds  purchased  when  the  dime' 
was  rated  ns  a half  dollar.  Those  fot^ 
tunato  purehasors  hold  a half  dollar’s 
worth  of  property,  ns- previously-defined. 
While  every  one  else  has  his  transac- 
tions sealed  down  relatively,  tho  value 
tlicse  are  entitled  to  appropriate  remains 
constant,  and  its  purcha.smg  power  is 
increased  with  every  fall  on  other  hands. 
A man  may  pay  half  wuge.s  and  make 
half  profits,  and  buy  everything  at  half 
price,  with  the  negligible  consequence  to 
himself  that  he  is  just  as  well  off  ns 
previously.  But  the  consequence  to  his 
Government  is  that  his  valuation  for 
purposes  of  taxation  is  also  halvcii.  His 
Government,  as  well  as  the  undertakings 
that  were  bonded  during  the  period  of 
inflation,  has  to  pay  on  the  inflated  val- 
uation and  to  receive  on  tho  reduced  val- 
uation. That  is  a serious  matter,  but  it 
indicates  what  is  the  trouble  with  na- 
tional finances. 

Governments  sold  bonds  when  they 
could  be  bought  with  a day’s  in- 
come, and  they  have  to  pay  interest 
and  redemption  when  the  tax  for 
that  purpose  would  require  five 
days’  income.  Obviously,  if  tax- 
ation contemplated  taking  one-fifth 
on  the  former  basis,  it  could  only  raise 
the  same  amount  now  by  taking  tlie 
n-hole — a financial  impossibility.  That  it 
does  not  work  out  so  drastically  is  due 
only  to  the  fact  that  much  of  the  income 
ta  be  taxed  is  that  which  is  provided 
for  by  the  taxe.s,  to  some  extent  given 
with  one  hand  and  taken  with  the  other. 

This  factor  always  complicates  the 
pure  arithmetical  calculation.  Thus  the 
collective  advantage  of  the  Governments 
and  the  indiridual  advantage  of  the 
workers,  e.specially  Government  officials 
and  others  with  fixed  incomes,  are  dia- 
metrically opposed.  The  workers  desire 
low  prices,  while  the  Governments  need 
high  prices.  That  the  earners  of  fixed  in- 
comes were  at  the  point  of  exhaustion 
when  prices  began  to  fall  is  a fact  that 
ought  to  be  more  generally  recognized. 
The  so-called  buyers’  strike  arose  out  of 
this.  It  was  not  a strike  at  all;  it  was 
sheer  inability  to  go  on  paying.  Any  at- 
tempt to  solve  the  present  difficulty  by- 
boosting  prices  and  so  inci-easing  valua- 
tion.s  once  more  would  result  in  the  bank- 
ruptcy of  the  fixed-income  class,  and  con- 
sequences far  more  .serious  than  any  that 
have  been  contemplated.  Some  remedy 
must  be  found  that  is  consistent  with 
reduced  valuations  and  reduced  prices. 


these  being  OMontial  to  the  restoration  of 
prosperity. 

Years  ago  in  Franco  it  was  estimated 
that  the  bulk  of  the  population  %vcro 
owners  of  Government  stock;  tliat  the 
collector  called  ono  day  and  tho  dividend 
coupon  was  met  the  next  day  out  of  tho 
tax  thus  paid,  lo.ss  cost  of  collection.  It 
thus  came  to  be  suggested  that  the  peo- 
ple would  be  better  off,  by  the  cost  of 
collection  and  bookkeeping,  if  the  whole 
transaction  were  canceled.  But  then  tho 
collectors  and  other  officials  would  hove 
become  unemployed,  and  fresh  taxation 
would  have  been  ncces.sary  to  maintain 
them,  jusi  as  fresh  taxation  is  nccc-ssury 
in  this  country  to  meet  tho  lo.ss  of  rev- 
enue due  to  prohibition.  That  was  the 
dilemma.  There  are  not  a sufficiently 
large  proportion  of  bondholders  in  this  • 
country  to  suggest  any  such  drastic 
course  as  was  proposed  for  France.  Still 
leas  -SO  is  there  any  such  proportion  in 
tlie  United  Kingdom.  There  may  be  many 
holders,  and  the  bulk  of  them  may  only 
hold  just  sufficient  stock  for  its  dividend 
to  meet  their  taxes,  but  here  and  in  the 
United  Kingdom  the  mass  of  the  value 
is  in  relatively  few  hands.  To  them  the 
dividends  are  vastly  moro  than  sufficient 
for  the  payment  of  their  taxes.  Yot  the 
case  of  France  aptly  illustrated  the  fis- 
cal reduetio  ad  absurdum. 

It  should  be  remembered  that  war 
debts  are  mostly  merely  tho  capitalized 
value  of  charges  upon  the  taxation  of 
the  country.  They  represent  sums  which 
would  strictly  hove  been  due  os  taxation 
during  war  times,  but  which,  owing  to 
modern  conditions  and  other  circum- 
.stanees,  it  would  have  been  unwise  to 
have  taken  as  taxation.  What  was  taken 
as  taxation  is  now  represented  by  mate- 
rials that  have  been  destroyed,  but  none 
the  less  the  sum  of  national  indebted- 
ne.ss  is  equally  represented  by  materials 
that  have  been  destroyed.  There  is  tho 
further  consideration  that  these  male- 
rial.s  were  taken  at  enormously  inflated 
valuations,  so  that  the  effective  destruc- 
tion is  really  far  less  than  what  ap- 
pcaia.  In  England  during  the  Peninsu- 
lar War  stock  was  issued  ot  60  for  every 
101),  and  the  money  received  wa.s  expend- 
ed in  materials  that  wero  valued  at  three 
times  their  normal  price,  the  price  of 
subsequent  years.  Thus  for  every  flOO 
of  liability  incurred  by  the  Government 
only  £20  of  actual  value  was  received. 
The  debt  of  the  United  Kingdom  would 
ttierefore  appear  to  be  less  a representa- 
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PROGRESSIVES  among  Republican 
Senators  have  forced  the  Adminis- 
tration leaders  to  consider  drastic 
changes  in  the  proposed  Tax  bill.  Tenta- 
tive proposals  include  retention  of  the 
capita!  stock  tax,  repeal  of  excess  prof- 
its as  of  Jan.  1,  1922;  repeal  of  trans- 
portation taxes,  increase  of  maximum 
surtax  rates  to  a maximum  of  60  per 
cent,  and  reduction  in  lower  surtax  rates 
on  incomes  from  $6,000  to  $50,000  from 
1 to  2 per  cent,  below  rates  formerly 
proposed.  The  bill  may  pass  within  a 
week  in  its  new  form. 

Advocates  of  a graduated  corporation 
tax,  placing  a rate  of  10  per  cent,  on 
net  incomes  of  $50,000  or  less  and  16  per 
cent,  on  incomes  in  excess  of  $60,000  have 
gained  strength  in  the  Senate.  The  pro- 
posal also  is  made  to  make  the  maximum 
insurance  tax  40  instead  of  25  per  cent. 
This  rate  would  apply  to  all  estates  of 
more  than  $100,000,000. 

Announcement  is  made  that  a delega- 
tion of  leading  Japanese  business  men, 
headed  by  Dr.  Dan  and  Baron  Nakashi- 
ma  of  the  House  of  Peers,  will  sail  for 
this  country  on  Oct.  21  to’  confer  with 
representative  American  business  men 
on  financial  and  industrial  matters. 

The  Shipping  Board  announces  the 
withdrawal  of  seven  vessels  operated  by 
the  Seager  Steamship  Company  because 
of  overtonnage  of  the  Scandinavian 
berth  out  of  New.  York. 


The  Federal  Employment  Service  re- 
ports that  a nation-wide  survey  of  in- 
dustrial conditions  gives  added  evidence 
that  the  trend  upward  has  definitely 
started.  Employment  increases  are 
shown  in  many  industries,  payrolls  of 
1,428  industries  canvassed  showing  an 
increase  in  September  over  August  of 
1.2  per  cent. 

Arguments  on  the  Atherton  Mills  case, 


tlon  of  debtor  and  croditor.  tronsactlonB, 
as  they  would  arise  under  normal  condi- 
tions, than  a gamblo  with  loaded  dice. 
Every  war  has  prosonted  similar  finan- 
cial phenomena,  with  the  result  tliat 
many  years  nro  subsequently  devoted  to 
attempts  at  rectification,  by  means  of 
conversions  and  other  devices  known  to 
financiers,  covertly  recognizing  tho  facts 
but  abstaining  from  openly  referring  to 
them,  in  order  to  maintain  a semblance 
of  fulfillment  of  literal  contract.  Tho 
prudential  need  for  sustaining  credit  is 
also  Dll  important  factor. 

The  fact  is  too  frequently  overlooked 
that  the  bulk  of  material  resources  on 
which  capital  is  based  is  consumed  or 
destroyed  by  wear  and  tear  each  year, 
and  during  the  same  period  replaced  with 
an  increase  in  quantity.  Thus  the  de- 
struction of  material  caused  by  the  war 
only  appeared  so  groat  because  replace- 
ment temporarily  had  been  slackened. 
When,  in  addition  to  this  circumstance, 
one  has  regard  to  the  overvaluation  of 
war  supplies,  it  will  be  seen  that  there 
is  actually  far  less  waste  of  material 
to  regret  than  might  at  first  appear. 
Tho  vital  difficulty  is  more  in  the  resto- 
ration of  working  conditions,  tho  neces- 
sary credit  for  which  is  greatly  deranged 
by  the  claims  of  those  who  have  been 
enriched  so  extensively  by  the  processes 
above  reviewed. 

After  all,  the  debt  of  this  country  is 
only  equal  to  five  years’  revenue,  and 
the  debt  of  the  United  Kingdom  to  a 
little  over  seven  years’  revenue.  Com- 
pared with  the  national  income  of  this 
country,  the  debt  scarcely  equals  what  is 
produced  in  three  month.s.  If  that  pro- 
duction could  all  be  made  available,  the 
matter  would  be  simple,  but  the  greater 
part  of  it  is  required  for  the  normal 
replacement,  so  that  only  tlie  surplus  is 
available — what  corresponds  to  the 
" treasure  " of  olden  days.  The  handling 
of  the  debts  is,  therefore,  principally  a 
question  of  fine  accountancy,  scaling 
down,  converting  and  adjusting.  But  the 
whole  process  requires  to  be  regarded 
patriotically.  Cla.'s  interests  must  be 
subservient  to  notional  interests,  with 
due  regard  to  expediency.  Beyond  this 
there  is  need  for  classification.  Both  in- 
ternally and  internationally  we  must 
mentally  divide  the  debts  into  the  four 
categories  previously  enumerated — those 
that  must  be  met,  those  that  can  be  de- 
ferred, those  that  are  family  obligations 
or  due  to  rich  friends,  who  can  afford,  to 
some  extent  at  least,  to  forget  them. 
Fiscal  experts  are  pretty  well  agreed  in 
recognizing  faculty  os  the  guiding  prin- 
ciple of  taxation,  and  faculty  will  bo 
found  to  occupy  the  same  position  in  re- 
gard to  the  liquidation  of  debts.  In  that 
way  we  shall  rapidly  attain  to  a normal 
condition  of  affairs,  ridding  ourselves  of 
the  bugbear  that  is  paralyzing  progress. 
The  problem  is  only  such  as  frequently 
has  been  solved  by  many  a business  un- 
dertaking. In  proportion  to  the  affairs 
involved,  if  anything,  its  figures  are  rel- 
atively smaller  than  have  often  been 
placed  before  accountants  called  in  to 
set  a business  house  in  order. 
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What  the  ** Agricultural  Bloc**  Has  Done 


Speeial  Cotrenpondcnee  of  The  Annalist. 

WASHINGTON.  Oct.  8. 
gEPRESENTATIVES 
J of  large  business  in- 

RH  torcsts  who  have 
H been  watching  the 
■ Senate  and  House 
B of  Representatives 
H from  day  to  day  are 
J finding  it  very  diffi- 
T[i^  cult  to  determine 
what  is  to  happen 
to  legislation  in  which  they  are  intcr- 
(usted.  A situation  for  which  there  is  no 
precedent  has  been  created  by  the  forma- 
tion in  the  Senate  of  o combination  of 
the  progressive  members  known  as  the 
■'  Bgricullunil  bloc.”  The  movement  also 
has  extended  to  the  Hou.se,  but  the  im- 
portant clique  is  that  which  makes  its 
home  in  the  Senate  Chamber  and  cloak- 
rooms, Banded  together  for  a common 
purpose,  headed  by  Senator  Kenyon,  Re- 
publican, of  Iowa,  who  has  been  formal- 
ly selected  as  Chairman,  the  bloc,  among 
other  things,  has  overturned  the  Admin- 
istration's tax  revision  program,  delayed 
the  adoption  of  legislation  to  extend  early 
relief  to  the  railroads  and  sidetracked 
temporarily  the  measure  supported  by 
President  Harding,  Secretary  of  the 
Treasury  Mellon  and  Senator  Boise  Pen- 
rose, Chairman  of  the  Finance  Commit- 
tee, for  the  refunding  of  the  wartime 
obligations  of  the  allied  nations  held  by 
the  United  States. 


So  powerful  has  the  group  become — it 
is  composed  of  a score  or  more  of  Sen- 
ators— that  there  is  no  longer  any  pre- 
tense on  the  part  of  leaders  like  Pen- 
rose, Lodge  and  Watson  of  Indiana  to 
scoff  at  its  ability  to  piny  a dominant 
part  in  the  proceedings  of  the  upper  leg- 
islative body.  In  fact,  it  has  openly  de- 
fied Senators  Penrose  and  Watson,  the 
Administration  leaders,  where  legislation 
affecting  financial  and  industrial  mat- 
ters is  concerned,  and  has  paid  scant  at- 
tention to  the  requests  of  President  Har- 
ding for  quick  action  in  regard  to  the 
railroad  relief  measure  and  the  Foreign 
Debt  Funding  bill,  both  of  which  have 
been  reported  out  of  committee. 

Attention  is  called  to  thi.--  situation  be- 
cause of  the  important  relation  which  it 
probably  will  have  in  connection  with  the 
final  form  in  which  the  revenue  legisla- 
tion i.'<  adopted,  und  the  tariff  and  other 
measures  in  which  business  is  vitally  in- 
terested. The  picture  presented  in  the 
Senate  today  is  quite  a different  one 
from  that  which  many  had  expected  to 
.<ee  when  President  Harding  was  elected 
and  the  Republican  Party  took  control 
of  the  upper  body  by  a large  majority. 

Developments  up  to  this  time  would 
make  it  appear  that  the  day  has  gone 
by  when  a few  Senators  recognized  as 
the  Administration  leaders  were  able  to 
exorcise  complete  control  and  get  the 
major  portions  of  their  program  enacted 
into  law  without  serious  alteration  in 
the  form.  It  is  not  an  unfair  statement 
to  .say  that  the  once  all-powerful  Penrose 
of  Penn.sylvania  has  been  rebuffed  by 
the  progre.ssive  group;  that  Watson  of 
Indiana,  who,  during  the  illness  of  Pen- 
^rose,  took  upon  himself  the  major  work 
of  leadership  in  the  Finance  Committee, 
has  scarcely  recovei'ed  from  the  blows  he 
received  when  he  put  forward  pet  meas- 
ure.s  of  the  Administration,  and  that  the 
.so-called  farm  bloc  has  forced  the  Old 
Guard  to  give  much  and  has  granted  lit- 
tle in  return. 

This  point  may  be  more  clearly  empha- 
sized by  a review  of  the  legislation  which 
has  been  adopted  up  to  this  time.  In  the ' 
hurry  and  scurry  of  happenings  business 
may  have  overlooked  the  facts.  In  a few 
word.^.  they  are  that  practically  utl  of 
the  important  legislation  enacted  in  the 
oxtraordinsi-y  session  was  part  if  ;he 
bloc's  program. 

Many  large  business  interests,  follow- 
ing the  inauguration  of  the  present  Ad- 
ministration, expected  that  a permanent 
tariff  law  which  would  meet  tl  air  de- 
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sires  would  be  adopted  by  this  time.  It 
has  not  been.  In.stead,  there  has  been 
adopted  the  emergency  tariff  legislation, 
helpful  to  some  perhaps,  but  avowedly  a 
measure  for  the  protection  of  the  agri- 
cultural interests.  The  other  laws  of 
importance  include  only  the  billion-dollar 
farm  export  act,  again  intended  to  extend 
relief  to  the  agricultural  interests;  the 
act  which  has  stopped  the  dealing  in 
futures  on  grain  exchanges,  a measure 
which,  a year  ago,  nobo<ly  would  have 
prophesied  could  be  made  into  law,  and 
•he  legislation  for  the  control  of  the 
packing  industry.  The  latter  bit  of  leg- 
islation, some  contend,  is  scarcely  as  ef- 
fective as  the  farm  block  hoped  to  ob- 
tain, but,  neverthele.ss,  it  is  a long  step 
in  the  direction  of  " progressive  legisla- 
tion," and,  while  a compromise  for  a 
much  stiffer  bill,  it  is  refen-ed  to  in  gos- 
sip among  the  progressives  as  an  ” ex- 
tremely interesting  opening  wedge.” 

TJUSINESS  interests  of  the  nation  may 
well  take  into  calculation  the  new 
turn  which  affairs  in  the  Senate  have 
shown,  und  adjust  their  “ obser^-ation 
towers”  in  Washington  to  an  under- 
standing of  the  era  brought  about.  As 
yet  there  is  nothing  ultra  radical  about 
the  movement,  but  it  is  distinctly  against 
the  acceptance  of  a stand-pat  Adminis- 
tration program,  and  the  plain  facts  up 
to  this  time  supply  the  proof  that  more 
than  one  monkey  wrench  has  been  thrown 
into  the  machinery  which  many  predicted 
would  move  smoothly  enough  when  the 
Administration  went  into  power. 

The  Revenue  bill  is  a case  in  point. 
President  Harding  and  Secretary  Mellon 
desired  to  have  the  excess  profits  taxes 
repealed  as  of  Jan.  1,  1921,  and  favored 
the  reduction  of  surtaxes  on  personal  in- 
comes to  a maximum  of  32  per  cent,  to 
refer  to  but  rivo  items.  The  House  Ways 
and  Means  Committee  reported  such  a 
bill,  but  the  progressive  elements  rose  in 
their  might,  and  in  the  Republican  cau- 
cus overturned  the  decision  and  reported 
a bill  making  the  repeal  of  excess  profits 
taxes  effective  as  of  Jan.  1,  1922.  The 
Senate  received  the  bill  from  the  House, 
and  the  Finance  Committee  began  to  con- 
sider its  remaking.  President  Harding 
and  Secretary  Mellon  stuck  by  their  con- 
tention for  retroactive  repeal  of  the  ex- 
cess profits  taxes,  and  Senator  Penrose, 
the  Administration  spokesman,  an- 
nounced one  day  that  sentiment  was 
growing  in  the  Finance  Committee  to 
change  the  House  bill  to  meet  with  their 
wi.she».  Apparently  it  was  settled.  But 
it  wasn’t.  The  farm  bloc  got  to  work, 
and  Senator  Penrose  changed  his  tune. 
It  was  made  evident  to  the  Administra- 
tion leaders  that  a bill  proposing  retro- 
active repeal  of  excess  profits  taxes 
.\ould  have  little  chance  of  adoption  on 
the  floor  of  the  Senate,  and  in  the  bill 
reported  by  the  Senate  Finance  Commit- 
tee the  farm  bloc  had  its  way.  Penrose’s 
prediction  was  not  carried  out,  and  the 
repeal  of  excess  profits  was  provided  for 
as  of  Jan.  1,  1922. 

Case  2 is  of  equal  interest.  An  Admin- 
istration bill — some  say  it  was  written 
or  approved  by  the  Treasury  Department 
— was  introduced  by  Senator  Penrose 
proposing  to  give  to  Secretary  Mellon 
unlimited  authority  in  arranging  for  the 
refunding  of  the  wartime  obligations  of 
allied  nations.  In  fairness  to  Senator 
Peni'ose's  waning  leadership  it  should  be 
said  that  he  gut  it  through  the  Finance 
Committee,  but  not  without  the  embar- 
ra.ssnient  of  n censurious  minority  report, 
in  which  warning  was  given  that  a stiff 
fight  might  be  expected  on  the  floor  of 
the  Senate.  The  Administration  wanted 
the  bill  passed  before  a recess  was  taken, 
but  Penrose  and  Lodge  and  others  who 
were  willing  to  accept  it  sadly  shook  thefr 
heads,  and  admitted  that  not  even  the 
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knowledge  that  President  Harding  was 
behind  the  legislation  made  any  differ- 
ence. Senator  Wat.*!on  went  to  the  White 
House  and  talked  thing.s  over,  and  the 
result  was  that,  temporarily  at  least,  the 
bill  was  sidetracked  and  the  recess  taken. 
Refunding  legislation  may  be  adopted 
without  much  longer  delay,  but  it  is  a 
conservative  statement  that  it  vrill  not 
be  exactly  in  the  form  requested  by  the 
Administration.  There  will  be  amend- 
menUs,  if,  in  fact,  the  bill  is  not  rewritten, 
placing  a restraining  hand  on  the  power 
wielded  by  Secretary  Mellon. 

The  legislation  which  would  extend  the 
powers  of  the  War  Finance  Corporation 
so  that  the  funding  of  the  debt  owed 
to  the  Government  by  the  railroads  might 
be  expedited  and  money  obtained  to  pay 
claims  that  the  railroads  hold  against 
the  United  States  Railroad  Administra- 
tion is  the  third  important  example  of 
what  has  taken  place.  Again  President 
Harding  and  Secretary  Mellon  were 
squarely  behind  the  measure,  and  de- 
sired immediate  adoption.  Administra- 
tion leaders  got  it  out  of  the  Committee 
on  Interstate  Commerce,  but  there  it 
halted,  and  notice  was  served  by  the 
progressive  group  that  adoption  ^fore 
the  recess  was  not  to  be  considered,  and 
that  the  bill  would  have  to  be  changed. 
This  edict  of  the  progressive  elements 
was  accepted,  and  the  bill  permitted  £o 
hang  fire.  What  its  ultimate  fate  will 
be  still  is  undecided.  It  may  be  adopted 
after  the  revenue  legislation  is  out  of  the 
way,  but  probably  with  restrictive 
amendments.  It  is  certain  that  adoption 
of  the  bill  in  its  present  form  cannot  be 
obtained  by  the  Senate  without  a bitter 
fight,  if  at  all. 

fJlHESE  illustrations  of  what  has  been 
going  on  in  the  Senate  are  not  found- 
ed on  gossip,  but  on  facts.  There  can 
be  no  .serious  effort  to  deny  that  the 
Administration's  program  as  to  revenue, 
railroad  relief  and  refunding  of  the  al- 
lied debts  has  been  put  aside  with  scant 
consideration  of  the  powerful  influences 
seeking  speedy  enactment  into  law. 

At  the  time  this  article  is  written  the 
situation  so  far  as  revenue  legislation  is 
concerned  is  chaotic.  The  farm  bloc  has 
been  demanding  that  transportation 
taxes  be  abolished  and  cuts  made  in  the 
lower  .surtax  brackets,  and  in  taxes  on 
even  smaller  incomes  if  the  upper  surtax 
rates,  above  32  per  cent,  are  to  be  re- 
pealed, and  other  provisions  which  Ad- 
ministration leaders  contend  are  essen- 
tial to  the  stimulation  of  industry  and 
business  are  put  into  effect.  Charges 
were  flying  around — and  they  were  made 
not  only  by  Democrats — that  the  Rev- 
enue bill  which  the  Administration 
sought  to  have  enacted  was  essentially 
legislation  favorable  to  large  business  in- 
terests. 

Administration  leaders  who  are  stick- 
ing to  the  viewpoint  of  President  Har- 
ding and  Secretary  Mellon  have  reached 
the  point  where  they  have  informed  lead- 
ers of  the  farm  bloc  that  the  proposals 
they  make  would  leave  the  nation  without 
sufficient  revenues.  They  were  calling 
upon  the ' progressives  to  name  substi- 
tute measures  if  they  were  determined  to 
insist  upon  the  amendments  put  for- 
ward. The  situation  was  made  even  more 
remarkable  by  the  fact  that  a fight  of 
such  a character  was  being  waged  on  the 
floor  of  the  Senate  and  not  in  confer- 
ence room.  Leaders  of  the  Administra- 
tion forces,  like  Penrose  and  Watson, 
were  on  the  defensive,  and  the  so-called 
Steering  Committee,  which  in  former 
times  had  been  a dominant  factor  in  all 
development  in  the  Senate,  had  practi- 
cally been  abandoned.  The  fact  of  the 
matter  is  that  the  Steering  Committee 
scarcely  ever  is  called  together  any  more, 
and  is  seldom  heard  referred  to  at  all. 


Some  hold  that  the  Steering  Committee, 
one  duty  of  which  is  to  get  the  Senator* 
into  line,  had  ceased  to  function  aa  an 
effective  body.  Instead  there  is  found  a 
situation  where  a few  of  the  Administra- 
tion leaders  actually  place  their  case  be- 
fore the  farm  bloc,  and  treat  with  it  as 
an  organiiation. 

The  bloc  Is  not  a myth.  It  held  a 
meeting  and  selected  Senator  Kenyon  of 
Iowa  as  its  Chairman.  When  a situation 
regarding  legislation  in  which  the  bloc 
is  interested  becomes  critical,  the  mem- 
bers are  summoned  together  just  as  in 
the  old  days  the  Steering  Committee  was 
summoned  to  the  office  of  some  powerful 
Administration  leader  to  decide  upon  the 
course  to  follow. 

rpHE  importance  of  such  a situation  is 
that  up  to  the  present  the  bloc  ap- 
parently holds  the  balance  of  power  and 
has  not  the  awe  for  the  one-time  domi- 
nant Administration  leaders  which  these 
leaders  hope  to  inspire.  It  has  not 
entered  into  a general  working  agree- 
ment with  all  Democratic  Senators,  but 
tho  Democratic  Senators  play  with  it, 
nevertheless,  when  legislation  in  which 
they  are  interested  is  before  the  Senate 
or  in  committee. 

It  is  not  the  intention  to  assert  that 
the  new  combination  in  the  Senate  is 
determined  to  disrupt  the  whole  Ad- 
ministration program.  Such  is  not  the 
case.  But  the  new  group— the  first  ever 
formed  of  its  kind  in  the  Senate — is  de- 
termined that  it  shall  have  a say  and 
that  if  legislation  offered  by  the  Ad- 
ministration is  adopted,  such  legislation 
to  a certain  extent  shall  conform  to  its 

Those  who  have  been  wondering  why 
there  has  been  so  much  delay  in  Con- 
gress may  find  their  answer  in  the  facts 
which  have  been  presented.  Fundamen- 
tally th^  movement  is  one  against  what 
has  been  referred  to  as  stand  pot,  Old 
Guard  methods  in  ruling  the  activities 
of  the  upper  legislative  body.  A few 
year?  ago  a situation  such  as  is  faced 
now  by  the  Administration  leaders  would 
have  been  impossible.  Perhaps  one  of 
the  largest  contributing  factors  has  been 
the  election  of  United  States  Senators 
bj  popular  vote. 


A NNOUNCEMENT  is  made  of  the 
completion  of  agreenents  for  the 
merger  of  the  Security  Trust  and  Sav- 
ings Bank,  the  Guaranty  Trust  and  Sav- 
ings Bank  of  Los  Angles  and  the  Long 
Beach  Trust  and  Savings  Bank  of  Long 
Beach,  Cal.  The  name  of  the  new  in- 
stitutions, the  combined  resources  of 
which  are  $148,000,000,  deposits  $138,- 
000,000  and  capital  and  surplus  $10,500,- 
000,  will  be  the  Security  Trust  and  Sav- 
ings Bonk.  Joseph  F.  Satori  will  be 
President  and  manager. 
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How  Much  Is  a Railroad  Worth? 


lllilllMi'l:lir.ll'|!lliPIT^NE  of  the  principal 
disturbing  factore 

Othat  has  contributed 
to  the  general  rail- 
road distrust  in  the 
last  few  years  is  Uie 
Federal  valuation 
work  which  has  been 
I.  in  progress  since 
19J3  and  which  is 
yet  far  from  completed.  It  will,  of 
course,  be  finished  sometime,  and  when 
this  happens  it  will  exercise  a most  po- 
tent influence  upon  the  ralue  of  the  se- 
curities of  these  properties,  for,  in  a 
large  measure,  rates  will  be  based  on 
the  findings.  WTien  it  is  finished — when 
the  Interstate  Commerce  Commission 
has  served  its  final  valuations  on  the 
carriers  individually — when  appeal  has 
been  taken  to  these,  as  it  has  been  and 
will  be  taken  in  practically  every  in- 
stance— and  when  these  appeals  have 
been  through  the  mill  of  the  Supreme 
Court  of  the  United  States,  there  will  be 
a final  value  written  into  the  record 
that  wiU  have  to  stand,  It  will  stand 
because  it  will  bear  the  stamp  of  au- 
thority, and,  right  or  wrong,  there  Nviil 
be  no  gainsaying  it. 

Until  quite  recently  the  Commerce 
Commission  issued  no  valuation  results 
of  any  kind.  Such  figures  as  were 
forthcoming  were  contained  in  reports 
of  the  Bureau  of  Valuation,  the  depart- 
ment organized  to  condoct  the  actual 
work,  to  the  commission,  and  were 
termed  tentative  valuations.  In  July 
last,  however,  the  Commerce  Commis- 
sion issued,  as  its  own  work,  a set  of 
valuations  in  which  it  put  forth  what  it 
called  a “ Final  Value  " of  145  railroads. 

The  results  are  significant  on  account 
of  the  wide  publicity  given  them  and 
the  fact  that,  unless  subjected  to  close 
analysis  in  the  light  of  all  the  circum- 
stances surrounding  their  making,  they 
are  likely  to  be  misleading.  This  being 
the  Crst  time  the  commission  has  come 
out  with  any  results  of  its  own,  much 
interest  has  been  manifested  in  them  by 
railroad  men.  bankers  and  security  hold- 
ers in  order  to  obt^n  some  light — some 
forecast  of  what  may  be  expected  in 
the  future  when  actual  rather  than  ten-  , 
tative  “ Final  Values  ” shall  be  forth- 
coming. Many  of  the  large  metropoli- 
tan banks  have  set  their  statisticians  at 
work  to  interpret  these  figures  for  their 
own  information.  Some  of  the  145  raU- 
road  companies  are  doing  the  same 
thing.  The  President’s  Conference  Com- 
mittee of  the  Railroads  on  Valuation  at 
Philadelphia  has  issued  its  own  analysis. 

1 have  been  fortunate  enough  to  see 
much  of  what  is  being  done  and  to  talk 
to  or  correspond  with  many  railroad  of- 
Tidals  and  bankers,  and  in  what  follows 
it  is,  in  a large  measure,  the  composite 
view  of  those  most  interested  tliat  is  re- 
flected. To  this  end  I have  subjeejed  the 
figures  pertaining  to  the  commission’s 
" Final  Value  ” of  the  145  roads  to  an 
analysis  not  hitherto  attempted.  I 
have  also  shown  the  valuation  results 
of  such  other  properties  as  are  now 
available,  and,  in  some  instances,  the 
valuation  placed  on  certain  carrier  prop- 
erties by  their  own  representatives. 

Although  termed  “ Pinal  Values  ” 
they  are,  in  reality,  but  tentative  final 
values.  The  cost  of  reproduction  less 
depreciation  has  been  used  in  arriving  at 
the  physical  value,  though  the  railroads 
contend  that  the  cost  of  reproduction 
without  deduction  for  depreciation 
should  be  employed.  The  commission’s 
value  as  reported.  However,  takes  cog- 
nizance of  the  present  value  of  the  car- 
rier’s land,  working  capital  and  supplies, 
and  also  credits  the  roads  with  a certain 
amount  of  “ going  concern  " value,  as  re- 
quired by  the  Valuation  act  and  decisions 
of  the  Supreme  Court 
The  145  roads  reported  are  all  in  the 
class  of  lesser  properties,  runnlDg  from 
a few  miles  to  a few  hundred  miles  in 
length.  The  list  contains  none  of  the 


By  Richard  Hoadley  Tingley 


Summary  of  Results  of  “ Final  Value 
of  the  145  Small  Railroad  Properties 


Miles  of  line  owned 12,043 

“ Final  value " of  property 

owned  ?478.667.667 

Investment  in  road  and  cquipi- 

ment  from  carrier's  books. . . .4769,423,135 


Capital  .stock  of  all  dosses  out- 
standing   4344,039,493 


Debt  including  bonds,  ^uip- 
ment  trust  and  receivers 
certificates  4488,325,670 


Total  capital,  including  both 
stock  and  debt  comprised  in 
the  two  previous  items 4832,305.009 


4290,870.576  62.2 

4134,618,064  139.1 

49^,019  98.0 

4353!^, 512  57.6 


well-known  trunk  line  systems,  the  larg- 
est being  the  Central  of  Georgia,  1,966 
miles,  and  the  Kansas  City  Southern 
and  the  Norfolk  & Southern  systems, 
each  of  the  latter  operating  or  owning 
less  than  a thousand  miles  of  line.  In 
somewhat  guarded  language  the  com- 
mission defines  the  column  of  figures  in 
which  its  “Final  Value"  is  found,  os 
follows: 

After  careful  consideration  of  all 
the  facts  herein  contained,  including 
the  excess  cost  of  the  carrier  lands, 
appreciation,  depreciation,  ming  con- 
cern values,  wo'*king  capital  and  ma- 
terials and  supplies,  and  all  other  mat- 
ters that  appear  to  have  a bearing  on 
the  values  here  reported,  the  values,  as 
the  term  is  used  in  the  Interstate  Com- 
merce act,  of  the  property  of  the  car- 
rier own^  and  used,  used  but  not 
owned,  and  owned  but  not  used,  de- 
voted to  common  carrier  purposes,  are 
found  to  be  as  shown  in  table  above. 

A LTHOUGH  the  results  are  given  in 
three  forms  I shall  recognize,  in  what 
follows,  only  the  " total  owned  ” as  hav- 
ing the  most  direct  bearing  on  the  situa- 
tion. The  total  mileage  covered  by  the 
145  roads  is  12,043.  The  “final  value” 
found  by  the  commi.<^ion  is  4478,557,- 
557.  The  investment  in  road  and  equip- 
ment carried  on  the  books  of  the  com- 
panies and  recognized  as  book  value  by 
the  commission  is  4769,428,135.  The  en- 
tire capital  stock  outstanding  amounts 
to  4344,039,493,  and  the  debt,  which  in- 
cludes funded  debt  and  obUgations  of 
all  kinds  other  than  stock,  to  4488,325, • 
676.  The  date  of  the  valuation  of  the 
properties  ranges  from  1914  to  1917. 

In  order  to  show  what  this  apparently 
means,  I have  tabulated  the  above  fig- 
ures and  have  reduced  the  results  to  cer- 
tain differences  and  percentages;  the 
compilation  being  ba.<;ed  on  the  tabular 
statement  of  the  commission's  findings 
made  by  the  Secretary  of  the  President's 
Conference  Committee,  and  sent  out  by 
him  under  date  of  July  20,  1921,  in 
which  he  has  grouped  some  of  the  larger 


component  lines  into  the  operating  sys- 
tems where  they  belong. 

This  table  means,  apparently,  tliat  the 
commission’s  “ final  value  ’’  of  the  12,043 
mites  is  $290,870,678  less  than  the  recog- 
nized book  value  of  road  and  equipment 
carried  by  the  aggregation  of  roads — in 
other  words,  tlie  commi.’>sion's  idea  of 
value  is  just  62.2  per  cent,  of  that  held 
by  the  roads.  When  compared  with 
capital  stock,  the  commission’s  value  is 
4134,618,064  greater  tlian  the  total  is- 
sues outstanding  of  all  cla.sscs— ror  139.1 
per  cent,  thereof.  The  " final  value  ” is 
49,768,019  less  than  the  bonded  and  other 
debt  of  the  properties  recognized  by  the 
commission,  or  98  per  cent  of  it,  and 
the  total  capital  and  debt,  which  repre- 
'sents  total  capitalization,  exceeds  the 
commission’s  “ final  value  ” by  4353,'- 
807,612 — or  rather,  the  commission  finds 
a “ final  value  ” of  but  67.6  per  cent  of 
the  capital. 

It  is  recognized  that  these  are  mostly 
small  roads  in  w'hich  no  great  public  in- 
terest has  centred.  The  significance  of 
the  results,  however,  lies  in  the  fact  that 
the  trend  of  mind  of  the  commission  has 
been  di.sclosed,  and  that  the  results  are 
far  and  away  from  Figures  that  will  be 
introduced  by  the  carriers  when  the  time 

Further,  to  show  what  the  commis- 
sion's “ final  value  ” means  to  individual 
properties,  I have  applied  the  same 
analysis  to  two  of  the  largest  of  the 
systems  enumerated  among  the  145 
properties,  the  Kansas  City  Southern 
and  the  Norfolk  & Southern.  These  two 
propertie.'i  are  selected  for  analysis,  not 
because  of  their  special  importance  in 
the  country’s  railway  system,  but  be- 
cause they  are  among  the  largest  of  the 
small  roads  reported. 

Although  listed  among  the  lesser 
properties  and  having  a mileage  of  but 
876,  Kansas  City  Southern  is  an  im- 
portant piece  of  road.  Its  430,000,000  of 
3 per  cent,  bonds  are  worth  around  57, 
and  its  418,000,000  of  6 per  cents,  around 


Summary  of  Results  of  “ Final  Value  ” 
of  Kansas  City  Southern  Railway  System 


Miles  of  line  owned 876 

"Final  value”  of  property  owned.  449,416,097 
Investment  in  road  and  equip- 
ment, from  carrier’s  books. . .4104,409,094 


Capital  stock  of  all  classes  out- 
standing   462,902,700 

Debt,  including  bonds,  equip- 
ment trust  and  receiver’s  cer- 
tificates   461,880,530 

Total  capital,  including  both 
stock  and  debt  comprised  in 
the  two  previous  items 4104,783,230 


Ooposlte,  by  OpomUo 


454,992,097  47.3 

tittp 

43,486,603  93.4 

42^,433  95.2 

LCM 

465,367,133  47.2 


77.  Its  421,000.000  of  4 por  cent  pre- 
ferred stock  sells  around  60,  and  its  4^0,- 
000,000  common  stock  at  approximately 
26.  Its  net  earnings  after  taxes  for 
1920  applicable  to  tUo  pa>'mcnt  of  divi- 
dends and  interest  were  43,485,657, 
which  represents  7.06  per  cent,  on  the 
commission’s  “final  \-alue.'’  If  this  sys- 
tem were  allowed  rates  which,  according 
to  the  provisions  of  the  Transportation 
act  would  enable  it  to  earn  but  5%  per 
cent,  on  the  value  accorded  it  by  the 
commission,  its  security  holders  would 
suffer.  Kansas  City  Southcni  securi- 
ties are  all  on  the  bargain  counter  now. 
What  would  be  their  status  should  the 
commission’s  value  be  written  into  the 
record  7 This  property  has  already  en- 
tered an  appeal  to  tlic  commission’s  find- 
ings, claiming  a value  of  480.000,000. 

rjl  HE  commission’s  report  on  the  Central 
of  Georgia  Railway  differs  sharply 
from  the  two  that  have  just  been  re- 
viewed, as  the  value  reported  is  greater 
than  the  book  value  carried  by  the  com- 
pany, or  its  capital,  by  the  substantial 
amounts  that  follow: 

“ Final  value  ” greater  than  book 
value  by  47,808,967;  "final  value" 
greater  than  capital  stock  by  460,219,- 
791;  “final  value”  greater  than  debt 
by  439,574,341;  “final  value"  greater 
than  total  capital  by  412,924,441. 

One  more  illustrative  case  among  the 
146  smaller  properties,  that  of  the  little 
Tampa  & Jacksonville  Railway  with  its 
fifty-five  miles  of  line  owned:  the 
“ final  value  ’’  given  to  this  property  is 
less  than  its  book  value  or  its  capital  in 
each  case  by  the  following  amounts: 

“ Final  value  ’’  less  than  book  value 
by  4660,370;  “final  value”  less  than 
capital  stock  by  4104376;  “final 
value”  less  than  debt  by  460,913; 
“final  value”  less  than  total  capital 
by  4665,813. 

All  of  the  foregoing  results  must  be 
used  guardedly  in  making  comparisons 
between  “ final  value  ” of  the  commis- 
sion and  capital  and  book  account  value 
of  the  carrier.  In  some  of  the  146  prop- 
erties involved  both  of  these  latter  iteims 
contain  values  not  recognized  by  the 
commi.ssioD,  08,  for  in.stancc,  investments 
in  non-carrier  property,  advances  made 
to  other  carriers  and  securities  i.ssued  to 
acquire  the  capital  stock  of  subsidiary 
companies.  These  items  of  possible  cor- 
rection are  not  made  clear  in  the  reports 
from  which  the  above  tabulations  were 
made,  and  probably  amount  to  but  little 
because  they  are  alt  comparatively 
small  lines.  In  making  comparisons  of 
similar  results  applied  to  any  of  the  big 
trunk  line  systems,  however,  they  would 
cut  out  a very  important  figure  which 
would  have  to  be  recognized  by  maldng 
a substantia)  reduction  from  both  capi- 
tal and  book  account  value  before  a com- 
parison with  the  commission’s  value 
would  be  applicable.  As  indicating  a 
precedent,  also,  all  of  the  foregoing  re- 
sults must  be  used  guardedly  for  the 
further  reason  that  they  apply  to  small 
properties  only,  and  cannot,  tlicrefore, 
bo  regarded  as  typical. 

Since  the  publication  of  the  “ final 
value  " of  the  145  small  roads  the  Com- 
merce Commission  has  served  a tenta- 
tive valuation  on  the  Chicago,  Rock 
Island  & Pacific  (about  Sept  10,  1921). 
This  is  significant  in  that  it  is  the  first 
large  and  important  railroad  to  be  re- 
ported. The  valuation  of  this  system  is 
placed  by  the  commission  at  4322,277,- 
696  as  of  June  SO,  1915.  This  finding  is 
$192,720,696  greater  than  the  capital 
stock  outstanding;  is  $77,068336  greater 
than  its  total  bonded  debt  and  loans  and 
bills  payable;  but  is  $62,498,765  less  than 
its  total  capital,  which  comprises  both 
stock  and  bonds  outstanding. 

Analyzing  the  report  the  Boston 
News  Bureau,  Sept.  13,  1921,  compiles 
the  table,  at  the  top  of  the  opposite  page, 
of  results  as  they  would  appear  if 
brought  up  to  the  present  time,  with  the 
addition  of  moneys  spent  by  that  com- 
pany since  the  time  of  the  valuation. 


New  York,  Monday.  October  10,  1021 


THE  ANNALIST 


343 


The  Report  Adjusted  to  Last  Sept.  IS 


Tentative  valuation  by  commission 

Non-carrier’s  property  (book  value) 

Additions  and  bettermenU  since  1916  (estimated) ! 


Bonded  debt  !$230,2a9,361 

Loans  and  bills  payable 14,930,000 


Balance  represented  by  regular  $76,000,000  < 

nion  stock  

Amount  per  share  on  the  common  stock 


$322,277,696 

4,656,481 

30.000,000 

$356,834,077 

$245,210,361 


The  Basis  of  Present  Price  Rates 


Eastern  group  $8,800,000,000  $9,038,194,615 

Southern  group  2,000.000,000  2,183,923,124 

Western  group  8,100,000,000  8,818,464,872 

Total $18,900,000,000  $20,040,572,611 


If  the  commission's  valuation  as  of 
1015  were  taken  without  the  addition  of 
extension  and  betterment  costs  since  that 
time,  the  balance  would  represent  only 
about  $30  per  share  on  the  common 
stock. 

The  Transportation  act  of  the  Spring 
of  1020  contained  a mandatory  provision 
that  before  Sept.  1,  1920,  the  Interstate 
Commerce  Commission  must  work  out  a 
freight  rate  applicable  to  all  the  carriers 
of  the  United  States  that  would  produce 
a net  return  of  6V4  per  cent.  (6  per  cent, 
under  certain  conditions)  on  the  value 
of  the  properties.  The  work  of  valuation 
being  incomplete  the  commis.sion  sent  out 
a questionnaire  to  the  carriers  for  data 
regarding  rates,  values,  book  accounts, 
l&c.  By  some  unknown  method  it  found 
and  reported  the  following  valuation  re- 
sults which,  placed  opposite  the  book 
value  of  the  carriers  and  recognized  by 
the  commission,  appears  as  stated  in 
the  table  to  the  right. 

The  valuation  amount,  $18,990,000,000, 
covering  practically  the  entire  United 
States  mileage,  is  the  figure  upon  which 
the  present  rail  rates  are  based. 

Prior  to  the  issuance  of  the  last  men- 
tioned set  of  figures  the  Commerce  Com- 
mission listened  to  tc.stimony  on  behalf 
of  the  railroads  from  many  witnesses, 
among  whom  was  Thomas  V/.  Hulme, 
Vice  Chairman  of  the  President’s  Con- 
ference Committee  of  the  Railroad.s  on 
Valuations.  Mr.  Hulme’s  testimony  is 
summed  up  as  follows,  he  taking  fifty 
la'gc  representative  properties  covering 
a mileage  of  51,853: 

Cost  new  $2,866,041,512 

Land  cost  347,741,031 


Cost  new  and  land $3,203,782,643 

Investment  in  road  and 

equipment  $3,156,275,266 

Mr.  Hulmc  does  not,  in  his  results,  al- 
low for  any  depreciation  in  value  on  ac- 
count of  use,  using  the  cost  of  reproduc- 
tion new,  plus  land,  as  his  basis.  The 
theory  of  this,  for  rate  making  purposes, 
is  that  any  property  that  operates  at  100 
per  cent,  efficiency  and  is  fully  main- 
tained so  that  traffic  is  handled  on 
schedule  time  should  be  valued  without 
deducting  anything  for  depreciation.  It 
will  be  noted  that  Mr.  Hulme’s  percen- 
tage of  value  to  book  account  is  101. 
This  testimony  did  much  toward  making 
the  case  of  the  railroads  dear  and  also 
toward  dispelling  the  over-capitalization 
contention. 


The  cases  I have  worked  out  are  fair- 
ly representative  and  the  results  have  a 
most  decided  potential  bearing  on  the 
ultimate  railroad  situation,  in  that  it 
is  believed  that  the  Commerce  Com- 
mission has  not  shown  a disposition 
to  deal  liberally  with  the  carriers 
nor  in  a manner  they  think  is  their 
due.  The  so-called  valuations  of  the 
commission  arc  arrived  at  by  tak- 
ing the  cost  of  reproduction  new  based 
upon  prices  which  oi%  now  ancient  his- 


torj-  to  which  they  apply  a theoretical 
depreciation  of  from  17  to  20  per  cent. 
The  carriers  have  disputed  the  cost  of 
reproduction  on  many  grounds — that  the 
cost  of  grading,  track-laying  and  sur- 
facing is  underestimated;  that  interest 
should  be  allowed  during  construction; 
tha^  allowances  for  general  expenditures 
are  inadequate,  &c.  In  all  estimates 
made  by  the  commission  there  are  many 
items  of  actual  cost  that  are  omitted 
which  always  occur  in  railroad  construc- 


tion. Some  of  these  are:  Preliminary 
and  location  engineering  surveys,  clear- 
ing and  grubbing,  cost  of  removal  of 
buildings,  cost  of  street  changes,  filling 
in  old  trestles  not  now  used,  cost  of  cin- 
der and  sand  ballast,  appreciation,  con- 
tingencies, crossings  built  for  other  car- 
riers, assessments  for  public  improve- 
ments, cost  of  acquiring  land  over  the 
present  value  of  adjacent  land  and  in- 
terest on  cost  of  such  land  during  con- 
struction period. 

rpHE  valuation  idea  owes  existence  to 
the  thought  generallyentertained  that 
the  railroads  as  a whole  arc  over-capi- 
talized. The  work  was  expected  to  prove 
this  fact.  Up  to  the  present  time  results 
have  not  progressed  far  enough  to  prove 
anything  although  evidence  points  to  the 
fact  that,  in  the  tentative  valuations,  at 
least,  the  expected  over-capitalization 
may  be  shown — also,  a book  value  in  ex- 
cess of  the  commission’s  value.  It  Is  so 
in  the  case  of  the  145  small  roads  we 
have  reviewed,  with  the  Kansas  City 
Southern,  the  Norfolk  and  Southern,  and 
many  more.  But  whatever  the  tenta- 
tive reports  may  be,  the  railroads,  in- 
dividually and  collectively,  will  have 
their  " day  in  court."  Appeals  have  al- 
ready been  taken  to  the  Interstate  Com- 
merce Commission  in  nearly  every  case, 
and  from  this  court  there  exists,  also,  the 
right  of  appeal  to  the  Supreme  Court  of 
the  United  States. 

1 have  kept  in  close  toach  with  the  val- 
uation matter  since  its  inception,  and,  in 
my  recent  interviews  and  correspondence 
with  prominent  railroad  men  and  bank- 
ers, I find  that,  as  a rule,  they  view  tho 
matter  with  more  or  less  equanimity. 
Nearly  all  of  them,  however,  are  un^- 
terably  opposed  to  the  idea,  claiming  that 
it  is  uncalled  for,  unnecessary  and  out 
of  all  reason  when  considered  from  the 
standpoint  of  the  expense.  Having  al- 
ready spent  upward  of  $60,000,000  in 
an  endeavor  to  prove  something,  they 
think  the  sooner  the  thing  is  proved,  or 
di.sproved,  the  sooner  one  of  the  formi- 
dable stumbling  blocks  on  the  way  of  rail- 
road progress  will  be  removed.  Although 
having  little  confidence  in  the  Interstate 
Commerce  Commission  on  account  of  its 
present  stand,  they  have  unbounded  con- 
fidence in  the  Supreme  Court  of  the 
United  States — and  it  is  this  body  that 
will  write  the  final  value  of  the  railroads 
into  the  record. 


Summary  of  Results  of  “Final  Value” 
of  Norfolk  and  Southern  Railway  System 


Miles  of  lines  owned 902 

“ Final  value"  of  property  owned.  $24,669,875 
Investment  in  road  and  equip- 
ment from  carrier's  books...  $30,617,459 
Capital  stock  of  all  classes  out- 
standing   $17367,100 

Debt,  including  bonds,  equip- 
ment trust  and  receiver’s  cer- 
tificates   $17,788,643 

Total  capital,  including  both 
stock  and  debt  comprised  in 
the  two  previous  items $35,655,743 


The  Legislative  Week  in  Washington 


Continued  from  P.vge  S40 
which  involves  the  constitutionality  of 
the  Federal  .statute  imposing  a prohib- 
itory tax  on  products  of  child  labor,  were 
indefinitely  postponed  by  the  Supreme 
Court  The  action  was  taken  on  motion 
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There  can  be  no  doubt  that  further 
momentum  has  been  gained  by  the 
general  business  of  the  Dominion  with- 
in the  last  week.  Thi.s  is  particularly 
true  of  dry  goods  and  other  timely  lines, 
which  have  been  influenced  by  the  more 
seasonable  weather,  for  which  those  di- 
rectly interested  have  been  praying  for 
the  lost  few  weeks.  Some  houses  report 
the  volume  of  business  somewhat  better 
than  a year  ago.  This,  however,  i.":  by 
no  means  general.  The  weakest  spot  in 
tho  situation  at  the  moment  is  the  stow- 
ne.ss  of  collections  from  practically  all 
parts  of  the  Dominion. 

Cotton  mills  report  that  busine.ss,  as 
for  some  time  past,  is  .still  above  the 
average.  There  are,  however,  particular 
reasons  for  this.  One  of  these  is  the  hes- 
itancy on  the  part  of  importers  to  place 
the  usual  orders  with  Lancashire  mills, 
in  the  first  place,  because  of  the  uncer- 
tainty of  delivery  due  to  labor  disturb- 
uncas;  in  the  second  place,  because  of  the 
prices  obtaining.  Prices  also  appear  to 
havo  interfered  with  importations  from 
the  United  States.  On  an  average  Can- 


of  Solicitor  (General  Beck,  who  said  that 
the  Government  desired  to  argue  the 
case  with  others  prc.senting  similar  que.s- 
tions,  which  would  be  reached  later  in  the 
present  temi  of  court 
Chairman  Cummins  of  the  Senate  In- 
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ada  imports  approximately  onc-half  of 
the  cotton  goods  consumed.  The  official 
figures  for  the  first  four  months  of  the 
current  fiscal  year  show  an  enormous 
decline.  Take,  for  example,  the  five  prin- 
cipal lines  of  cotton  fabrics.  In  the  first 
four  months  of  the  last  fiscal  year  the 
total  import  value  of  these  five  lines 
was  $16,368,559;  for  the  corresponding 
period  of  thi.s  year  it  was  $4,889316-  & 
decrease  of  $11,478,749,  or  about  69  per 
cent.  Imports  from  the  United  States 
fell  from  $8,494,700  to  $3,181,702,  a de- 
crease of  $5312,998,  or  more  than  62 
per  cent. 

The  most  important  development  in 
the  indu.strial  field  is  an  announcement 
that  the  largest  agricultural  implement 
plant  in  the  Dominion  will  rc.sume  opera- 
tions on  OcL  10  after  being  closed  down 
for  two  months.  Until  additional  order.s 
warrant  the  plant  will  not,  however,  be 
nm  to  capacity.  With  a view  to  stimu- 
lating business  all  the  large  manufac- 
turers of  agricultural  implements  an- 
nounce a cut  of  20  per  cent  in  the  price 
of  their  product  The  export  trade  in  ag- 
ricultural implements  has  fallen  off  per- 
ceptibly, the  total  value  for  the  first 


terstate  Commerce  Committee  announced 
that  the  general  inquiry  into  railroad 
conditions  and  problems  would  be  re- 
sumed on  Oct.  13.  Railroad  brotherhood 
representatives  will  be  the  first  wit- 
nesses heard. 

in  Canada 

four  months  of  the  current  fiscal  year 
being  $2368,027,  again.st  $4342,124  for 
the  corresponding  period  of  the  previous 
year.  The  principal  contributing  factor 
to  this  decline  is  to  be  found  in  the  fact 
that  exports  to  the  United  State.s  fell 
from  $2,104,441  to  $209,925. 

So  far  this  year  Canada  has  been  mak- 
ing some  large  shipments  of  sugar  to 
Great  Britain,  the  total  for  the  first 
four  months  of  the  fiscal  year  being 
44,772,000  pounds.  An  additional  ship- 
ment of  5,000,000  pounds  has  just  been 
made  to  the  same  market  by  one  of  the 
refineries  on  the  Atlantic  Coast.  Ex- 
ports to  all  countries,  amounting  to  45,- 
919,400  pounds,  show  a decline  of  295,- 
999  pounds.  The  value,  however,  was 
only  $4,099,224  against  $7336304.  Only 
350,140  pounds  went  to  the  United 
States,  against  41,756,790  pounds  for  the 
corresponding  four  months  of  last  year. 

A report  issued  this  week  by  the  Gov- 
ernment of  Saskatchewan  estimates  the 
aggregate  yield  of  the  five  principal 
grains  at  884,774,003  bushels.  This  is  an 
increase  of  111349,139  bushels  over  1920. 
The  wheat  crop  is  estimated  at  174,424,- 
781,  against  113,176,274  bushels  har- 


The  Labor  Committee  of  the  Senate 
abandoned  its  plans  to  resume  investi- 
gation of  troubles  in  the  Mingo  coal  dis- 
trict of  West  Virginia,  and  will  con- 
clude its  inquiry  with  hearings  to  be 
held  here  beginning  Oct.  24. 


vested  last  year,  and  oats  at  181,723,496 
bushels,  compared  with  141,594,000  last 
year.  While  the  wet  weather  of  a few 
weeks  ago  undoubtedly  did  some  damage 
to  the  crops  in  the  prairie  provinces,  la- 
ter reports  indicate  that  it  was  largely 
confined  to  certain  sections,  and  is,  there- 
fore, not  as  widespread  as  was  at  first 
thought  to  be  the  case. 

Gross  earnings  in  September  of  the 
two  big  railway  systems  of  Canada  are 
characterized  by  variety  in  results.  Ca- 
nadian Pacific  earnings,  at  $19,180,000, 
show  a decrease  of  $523,000  for  the 
month,  while  those  of  the  Canadian  Na- 
tional Railways.^at  $10,548,591,  mode  a 
gain  of  $592,91(f.  In  August  the  gross 
earnings  of  the  Canadian  Pacific  Rail- 
way decreased  by  $930,508  compared 
wiUi  the  same  month  a year  ago,  and  the 
working  expenses  by  $1305,829.  while  the 
net  earnings,  at  $2,576,139,  showed  an  in- 
crease of  $375326. 

After  many  delays  the  Ontario  Gov- 
ernment announces  that  it  has  definitely 
decided  to  embark  at  once  upon  the  ex- 
tension of  the  Temiskaming  & Northern 
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The  Market  Price  of  Ships 


wooden  ships  would  appear  to  be  actions 
running  counter  to  the  trend  of  affairs 
in  shipping  circles.  Those  two  casc-s, 
and  tlie  action  taken  thereon  by  the  Ship* 
ping  Board,  intensify  the  interest  in  the 
problem  of  tonnage  values.  " What  is 
the  market  value  of  ship.«?  ” is  a question 
upon  which  widely  divergent  opinions 
have  been  expressed.  It  is  a most  im- 
portant question,  inasmuch  as  the  " mar- 
ket value ''  of  ships  is  the  prime  basis 
upon  which  the  Government  is  expected 
to  withdraw  from  the  shipping  business. 

It  has  been  conceded  that,  inasmuch  as 
the  value  of  vessels  has  declined  mate- 
rially within  the  last  year,  those  who 
purchased  ships  at  the  high  prices  set  by 
the  old  Shipping  Board  should  receive 
credit  for  the  reduced  prices  at  which  the 
board  is  going  to  sell  its  tonnage.  This 
IS  a theory  which  the  Shipping  Board  has 
now  definitely  set  aside.  That  in  itself 
may  not  be  significant,  but,  almost  coin- 
cident with  the  decision  in  the  Green 
Star  cose,  the  Shipping  Board  definitely 
deaded  to  reject  the  bid  of  the  Ship  Con- 
struction and  Trading  Corporation  for 
the  total  remaining  wooden  ships  at 
$2,100  each  despite  the  fact  that  the 
board  had  previously  announced  unof- 
ficially that  the  sale  would  be  consum- 

These  two  decisions  of  the  Shipping 
Board  are  indicative  of  a change  in  mari- 
time conditions  which  has  been  antici- 
pated for  many  months.  With  the  slump 
in  shipping,  which  was  felt  in  1920  and 
which  became  intense  in  the  current 
calendar  year,  tonnage  values  declined 
rapidly.  In  England  ships  have  been 
sold  for  as  little  as  $20  a ton,  whereas 
the  market  foe  American  flag  ships  has 
been  equally  as  low.  During  the  in- 
terim, the  Shipping  Board  steadfastly 
maintained  its  prices  and  refused  to  sell. 
On  the  other  hand,  there  was  trading  in 
privately  owned  tonnage,  and  sales  have 
been  made  for  as  little  as  $50  a ton.  This 
is  a price  which  is  far  below  the  tonnage 
values  under  the  American  flag  prior  to 
the  war  and  near  the  price  at  which  ton- 
nage could  be  purchased  in  the  cheapest 
market  prior  to  the  war. 

The  quotation  of  $50  a ton  is  perhaps 
low  even  for  these  days,  according  to  the 
opinion  of  the  best  posted  steamship  men. 
They  are  inclined  to  fix  the  market  for 
tonnage  today  at  approximately  $75  a 
ton,  although  it  is  not  conceivable  that 
many  ships  could  be  sold  at  that  figure, 
and  those  that  would  bring  $75  a ton 
would  be  fhips  of  the  best  class.  Even 
this  is  a substantial  reduction  in  tonnage 
values.  Before  maintained  prices  were 
fixed  by  the  Shipping  Board,  efforts 
were  made  to  sell  for  the  best  price,  and 
many  private  shipping  concerns  actually 
did  pay  more  than  $200  a ton  for  spot 
vessels.  At  that  time  the  price  was  not 
considered  unreasonable.  The  steamship 
owners  figured  that  they  could  make  a 
profit  on  the  operations  of  such  valuable 
ships,  and  at  the  same  time  write  off  a 
proper  proportion  of  the  original  invest- 
ment. Then  the  Shipping  Board  fixed 
from  $166  to  $185  a ton  for  its  steel 
ships.  But  every  one  knows  that  such  a 
quotation  today  would  be  ridiculous  upon 
its  face. 

From  the  records  of  sales,  therefore, 
it  is  safe  to  say  that  the  market 
value  of  American  tonnage  has  declined 
from  a peak  of  $225  to  $50  a ton  since 
January,  1919,  or  within  less  than  three 
years.  A further  illustration  of  the  de- 
preciation in  tonnage  value  is  afforded 
by  the  recent  sale  of  the  ex-German 
ateamer  Minna  Horn.  This  vessel,  6,312 


By  V. 


deadweight  tons,  built  in  1913,  was  sold 
last  December  to  a British  firm  for 
£63,000.  A short  time  ago  the  sliip  again 
was  offered  for  sale  and  brought  only 
£32,000.  The  price  j-epresenta  a fall  in 
value  within  a little  more  than  six 
months  of  47  per  cent,  after  taking  de- 
preciation into  consideration. 

Many  other  instances  could  be  cited  to 
prove  tlie  trutli  of  the  tremendous  slump 
in  tonnage  values  between  January,  1919, 
and  July,  1921,  but  these  are  sufficient 
for  the  present  instance.  The  cause  of 
this  slump,  as  every  well  posted  steam- 
ship man  will  testify,  is  the  usual  after- 
math  of  war.  Tonnage  values  and  ship- 
ping profits  are  notoriously  depeudent 
upon  belligerent  activities.  But  it  is  al- 
most an  axiom  in  maritime  circles  that 
one  fat  year  in  shipping  will  bring  three 
lean  ones  in  its  wake  In  1883  there  was 
a boom  in  shipping  and  all  lines  began  to 
build,  and  it  was  not  until  1888  that  the 
English  marine,  which  then  dominated 
the  world,  began  to  show  a recovery  to 
normal.  Then  the  Boer  War  happened 
and  the  same  thing  was  repeated.  It 
was  the  Boer  War  which  gave  the  first 
impetus  to  the  American  merchant  ma- 
rine after  the  Civil  War.  The  American 
marine  Showed  material  increase  in 
1889-1891,  and  this  increase  continued 
at  a le-sser  rate  until  1893.  That  brought 
about  a glut  in  ships,  and  this  glut  in 
tonnage  was  not  worked  off  until  1906. 
Then  shipbuilding  began  again.  • The 
American  merchant  marine  showed 
lar^r  percentage  gains  in  1907  and  1908 
than  for  any  other  period  between  the 
Civil  War  and  the  World  War,  and  a sim- 
ilar condition  wa.s  true  of  the  merchant 
navies  of  all  nations.  During  the  pe- 
riods of  feverish  building,  prices  quoted 
on  sea-going  tonnage  in  the  open  market 
were  high.  But  those  prices  fell  mate- 
rially immediately  the  glut  in  ships  was 
apparent  and  the  cause  for  the  demand 
for  ships  was  removed. 

■pREVIOUS  price  records  are  stated 
■b  in  English  money  as  that,  prior  to 
the  World  War,  was  the  common  mone- 
tary exchange,  and  British  shipping  ac- 
tually dominated  the  world.  In  1884, 
according  to  an  English  authority,  the 
price  of  steamers  had  fallen  to  record 
low  figures,  the  new  first-class  boats 
commanding  £7  lOs  to  £9  10s  per  ton, 
deadweight,  according  to  power  and 
specifications.  In  1885  there  was  a drop 
to  £7  and  £8  per  ton  for  iron,  and  £7  15s 
to  £9  per  ton  for  steel,  but  concerning 
second-hand  steamers,  it  has  been  stated 
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Ontario  Railway  from  its  present  ter- 
minus at  Cochrane  to  Tin  Can  Portage, 
a distance  of  seventy  miles,  with  Moose 
Factory,  James  Bay,  as  the  ultimate  des- 
tination. Tin  Can  Portage  is  situated  on 
the  Abitibi  River,  and  near  it  is  a water- 
fall capable,  according  to  the  report  of 
surveyors,  of  developing  hydro-electric 
power  to  the  extent  of  about  300,000 
horse  power.  The  Temiskaming  & North- 
ern Ontario  Railway,  which  is  a Provin- 
cial Government  owned  line  running  from 
North  Bay  to  Cochrane,  a distance  of 
254  miles,  was  the  means,  when  con- 
structed some  years  ago,  of  opening 
the  mining  fields  of  Northern  Ontario, 
which,  up  to  the  end  of  1920,  had  yielded 
gold  and  silver  to  the  sggregrate  value  of 
$265,000,000.  The  railway  extension  now 
to  be  undertaken  will  give  access  to  a 
vast  forest  area  and  also,  it  is  believed, 
to  promising  mineral  producing  areas. 

The  bond  market  is  still  the  centre  of 
attraction  in  Canadian  financial  circles. 
Of  the  $15,000,000  issue  of  Torento  6 
per  cent,  thirty-year  serial  bonds,  tenders 
for  which  closed  last  week,  $10,000,000 
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that  these  brought  from  40  to  60  per 
cent,  depreciation,  due  to  the  owners  be- 
ing forced  to  icnlizc.  In  1880  prices  fell 
to  £G  to  £8  per  ton,  deadweight,  for 
steamers  with  triple  expansion  cnginc.s. 
In  1887  prices  ranged  from  £0  to  £7  per 
ton,  but  in  1888  values  rose  gradually 
from  £6  16s  to  £9  9s. 

These  facts  adequately  prove  that  the 
economic  law  regarding  the  rise  and 
fall  in  tonnage  values  is  fairly  constant 
and  that  the  present  decline  in  market 
value  of  tonnage  is  not  unusual.  The 
American  sea-going  tonnage,  prior  to  the 
outbreak  of  war  in  Europe  in  1914, 
totaled  2,126,731  gross  tons.  At  the  end 
of  the  war  it  had  increased  to  6,487,095 
gross  tons.  But  since  the  war  the  Ship- 
ping Board  has  built  and  added  to  the 
American  merchant  fleet  another  4,- 
000,000  gross  tons.  Here  was  a glutting 
of  the  market  which  wo.s  unprecedented 
and  a glutting  that  would  not  have  been 
likely  had  not  the  Government  forced  it 
by  spending  taxpayers'  money  for  the 
ships.  Private  demand  did  not  increase 
the  American  merchant  fleet  to  the  pro- 
portions it  has  assumed  today,  but  tlie 
inertia  of  governmental  expenditures 

Governmental  inertia,  furthermore, 
threatened  to  wreck  American  tonnage 
values  completely  by  reason  of  the  meth- 
ods of  operations  practiced  by  the  Ship- 
ping Board.  De.spite  the  fact  that  the 
tonnage  supply  was  acknowledged  to  be 
greater  than  the  demand,  the  board  at- 
tempted to  keep  its  vcs-sels  in  operation. 
This  was  possible,  by  having  the  Gov- 
ernment pay  the  cost  of  operation,  but  it 
did  not  develop  cargoes.  Since  the  new 
Shipping  Board  has  come  into  power 
there  has  been  adopted  a policy  of  retir- 
ing .ships  from  operation  where  the  bu.si- 
ness  offering  i.s  unprofitable.  Approxi- 
mately three-fourth.s  of  the  Government’s 
tonnage  has  been  slated  for  tie-up,  and 
since  that  has  been  announced  there  has 
been  an  appreciable  improvement  in  the 
shipping  outlook.  The  shipping  com- 
panies still  control  the  old  avenues  of 
traffic,  and  the  retirement  of  the  Gov- 
ernment ships  merely  means  that  the 
cargoes  may  be  doubted  up  and  loaded 
into  the  few  ships  left  in  operation  and 
will  not  have  to  be  divided  among  a vast 
impotent  fleet.  These  heavier  cargoe.-i, 
coupled  with  an  industrial  improvement 
not  only  in  the  United  States  but 
throughout  the  world,  incite  more  optim- 
ism and  a stiffening  in  the  prices  quoted 
on  tonnage.  Ships  today  are  worth  more 
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were  sold  for  the  American  market  at 
105.195,  or  on  a basis  of  6.65  per  cent, 
the  successful  tenderer  being  a syndicate 
composed  of  Harris,  Forbes  & Co.,  Na- 
tional City  Company  and  the  Guarantee 
Trust  Company.  Within  a period  of 
about  three  weeks  Canadian  i.‘:6uc* 
amounting  in  tlic  aggregate  to  $33,000,- 
000  have  been  sold  on  United  States  ac- 
count The  remaining  $5,000,000  issue 
of  Torouto  bonds  was  sold  at  95.428,  or 
on  a 6.42  per  cent  basis,  for  the  Cana- 
dian market,  the  purchaser  being  a syn- 
dicate composed  of  Harris,  Forbes  & Co., 
the  National  City  Company  and  three 
Toronto  bond  houses.  The  largest  new 
transaction  this  week  is  the  sale  of  Prov- 
ince of  British  Columbia  bonds  amount- 
ing to  $2,000,000,  bearing  G per  cent,  in- 
terest and  of  twenty-five-year  maturity, 
to  a Toronto  syndicate  composed  of 
Wood,  Gundy  St  Co.  and  A.  E.  Ames  & 
Co.,  the  price  being  95.39,  or  on  a 6.37 
per  cent,  basis.  The  bonds  arc  payable 
in  Canada  both  as  to  interest  and  prin- 
cipal. Winnipeg  is  calling  for  tenders 
for  $1,629,000  6 per  cent,  twenty-five- 
yeor  bonds  for  the  United  State.s  market. 


than  they  were  la.st  June  before  the 
Shipping  Board  gave  as.surance  that  it 
would  withdraw  from  unprofitable  opera- 
tions. 

The  Summer  of  1921  will  undoubtedly 
mark  the  turning  comer  in  tonnage  val- 
ues. It  was  then  that  American  vessels 
readied  their  lowest  quotation.  If  the 
Shipping  Board  will  continue  its  policy 
of  keeping  out  of  unprofitable  trades  and 
not  resume  its  old  policy  of  unrestricted 
competition  for  the  carrying  business, 
shipping  values  will  look  up  from  now 
on.  It  is  true  that  an  unprecedented 
amount  of  new  tonnage  has  been  added 
to  the  American  merchant  fleet,  but  it  is 
doubtful  whether  the  world  today  is  over- 
tonnaged. 

The  foct  must  not  be  forgotten  that 
the  war  strained  the  credit  of  Europe, 
and  Europe  consequently  has  been  com- 
pellcrl  to  retrench.  That  retrenchment 
compelled  all  the  world  to  retrench  to  a 
degree  that  was  unprecedented  in  his- 
tory. Furthermore,  that  great  area  of 
Europe  and  Asia  embraced  by  Russia 
has  been  closed  to  trading  with  the  out- 
side world.  The  .surplus  of  tonnage,  con- 
sequently, is  caused  by  the  underpro- 
duction of  commodities  which  are  trans- 
ported in  .ships  or  by  the  subnormal  de- 
mand for  ship  space.  When  the  world's 
commerce  is  once  restored  to  normal 
there  will  be  plenty  to  occupy  the  mer- 
chant ships,  and  tonnage  values  may  be 
nxpectod  to  respond  quickly.  Even  the 
slight  opening  up  of  Russia  by  reason 
of  the  American  relief  now  going  there 
has  reflected  its  influence  in  the  tonnage 
market. 

But  thi.s  question  of  tonnage  supply 
can  be  more  accurately  mcosui-cd  by  the 
shipping  statistics  themselves.  The  lat- 
est Lloyd’.s  figure-s  reveal  that  there  is 
substantially  more  tonnage  available  for 
the  movement  of  cargoes  than  the  vari- 
ous nations  pos.sessed  before  the  outbreak 
of  the  World  War.  The  net  increase  in 
steel  steamers  is  3,326  ships,  with  a gross 
register  of  12,779,944  tons.  On  June  30, 
1914,  tliere  were  19,061  steamera  of  41,- 
984,615  gross  tons,  while  the  returns  for 
June  30,  1921,  show  22,387  steamers  of 
64,764,469  gross  tons. 

IN  considering  these  figures  it  must  be 
remembered  that  7,000,000  gross  tons 
of  ships  arc  on  the  ways  of  shipbuilding 
yards,  although  there  has  been  ruthless 
cancellation  of  contracts,  and  work  has 
been  suspended  on  probably  25  per  cent 
of  the  vessels  on  the  stocks.  Much  obso- 
lete {onnage  is  also  included  in  the  fig- 
ures. The  life  of  a merchant  ship  is 
generally  estimated  to  be  about  20  years. 
Lloyd’s  figures  show  that  there  are  6,757,- 
175  gross  tons  of  steam  tonnage,  elimi- 
nating wooden  vessels  from  all  consid- 
eration, which  is  at  least  25  years  of  age. 
The  effective  world  tonnage,  as  the  ship 
owners  term  the  ships  which  may  be 
considered  economical  and  seaworthy 
carriers,  is,  therefore,  5,945,825  tons 
more  than  the  pre-war  total. 

But  there  has  been  a tremendous  in- 
crease in  the  production  of  tank  steam- 
ers, occasioned  by  the  popular  adoption 
of  oil-fired  steamers,  and  the  more  gen- 
eral use  of  fuel  oil  in  industries.  Of  the 
increased  tonnage  the  bulk  oil  carriers 
represent  2,940,000  tons,  so  that  it  is 
estimated  there  arc  only  3,000,000  more 
tons  serviceable  ships  afloat  for  the 
movement  of  freight  now- than  before  the 

Under  normal  conditions  there  ha-s 
been  an  increase  in  the  merchant  fleets 
of  the  world  of  slightly  rpore  than  2,000,- 
000  gross  tons  o year.  Therefore,  had 
there  been  no  interruption  of  normal  con- 
ditions by  the  war  it  is  evident  that  the 
world  probably  would  have  had  far  more 
tonnage  than  is  now  afloat  to  move  over- 
.sca.s  trade.  This  consideration  is  one  of 
the  optimistic  notes  in  the  maritime  in- 
dustry, and  will  have  its  bearing  upon 
the  policies  which  are  now  being  formu- 
lated by  the  Shipping  Board  in  Washing- 
ton. 


New  York,  Monday,  October  lO,  1921 
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American  Locomotive  in  1921.22 


By  Schuyler  Patterson 


ARNINGS  on  the 
common  stock  of  the 
American  Locomo- 
tive Company  for  the 

full  year  1921  should  nichmond,  Va.  On  July  2,  1917,  it  pur-  of  the  war,  however,  one  time  running 

approximate  $11.76  a chased  the  Seaboard  Steel  Casting  Works  as  high  as  40  per  cent,  when  the  United 

share,  or  sufficient  Chester,  Pa.,  from  the  Pcnn-Seabosrd  States  Government  placed  its  large  or- 
Steel  Corporation,  and  in  June,  1918,  ders  for  locomotives,  which,  by  the  way, 
bought  the  Richmond  plant  of  the  Kline  set  a new  standard  for  tractive  engines 

Motor  Car  Corporation.  In  June,  1908,  being  of  an  average  of  161  tons  each,  as 

company  acquired  all  the  assets  and  against  an  average  of  140  tons  for  gen- 


not  only  to  provide 
for  the  6 per  cent, 
dividend  on  t h i s is- 
Icavc  a substantial  surplus 


r and  above.  Though  the  company  has  assumed  all  of  the  liabilities  of  the  Rich-  eral  railroad  locomotives  theretofore. 
■ ■ ■ Locomotive  Works,  Manchester  Lo-  Thus  the  g^test  part  of  the  company’s 


completed  but  one-third  of  the  business 
to  date  done  in  the  corresponding  period 
of  1920,  its  plants  now  operating  at  but 
16  per  cent,  of  capacity,  a new  order 
of  efficiency  instituted  by  the  adminis- 
tration to  meet  present  conditions  has 
brought  the  net  operating  ratio  up  to  16 
per  cent,  of  gross  earnings,  which  com- 
pares very  favorably  with  the  ratio  of 
10.65  per  cent,  maintained  in  the  year 
1920.  Every  effort  is  being  made  to 
bring  this  ratio  up  to  17  per  cent.  In 
view  of  the  improvement  recorded  in  the 
lost  nine  months  the  attainment  of  this 
basis  docs  not  seem  unlikely. 

The  low  point  for  American  Locomo- 
tive seems  definitely  to  have  passed  in  a 
manufactuiing  sense.  On  May  15  Inst 
there  were  but  $500,000  in  unfilled  or- 
ders on  its  books,  and  Pi'esident  Fletcher 
sent  out  word  to  abandon  operations  for 
thrtime  being.  Renewal  of  activities  did 
not  take  place  for  several  weeks,  some 
necessary  repairs  being  made  in  the 
meantime.  With  the  reopening  of  the 
plants  new  orders  were  received  which 
have  Just  about  kept  puce  with  produc- 
tion thus  far.  At  the  pre.sent  time  the 
company  ha.s  about  $4,000,000  of  unfilled 
orders  on  its  books,  which,  though  but 
fifteen  days’  work,  operating  at  full  ca- 
pacity, will  keep  the  plants  open  until 
the  first  of  the  year  at  this  rate,  together 
with  such  orders  as  may  be  counted  on. 

Compaq  with  other  equipment  and 
industrial  concerns  American  Locomotive 
finds  it.self  in  a fortunate  position.  Since 
1918  it  has  owed  no  money  to  the  bonks, 
and  ha.s  constantly  invested  its  surplus 
in  securitic.s  of  the  United  State.s  Gov- 
ernment. municipalities  whose  issues  are 
in  good  .standing  and  bonds  of  the  larger 
foreign  Governments.  Some  of  these  last 
have  been  accepted  in  payment  for 
equipment,  but  all  are  of  a character 
which  may  be  readily  sold  or  pleilged  at 
any  time.  Income  from  these  invest- 
ments alone  is  more  than  sufficient  not 
only  to  take  care  of  all  interest  on  the 
funded  debt,  thi.s  consisting  of  but  $1,- 
600,000  of  the  Locomotive  and  Machine 
Company  of  Montreal  and  $432,000 
Richmond  Locomotive  and  Machine 
Works,  but  to  pay  the  dividend  on  the 
$25,000,000  preferred  as  well.  Earnings 
from  operations,  therefore,  are  practi- 
cally all  applicable  to  tlie  common  issue. 

The  hi.story  of  the  American  Locomo- 
tive Company  covers  only  twenty  years, 
but  it  has  been  one  of  continual  expan- 
sion and  acquisition  of  smaller  units 
necessary  to  make  as  complete  as  possi- 
ble vnthin  the  company  the  processes 
from  the  raw  steel  to  the  finished  steam 
engine.  The  company  was  incorporated 
in  New  York  on  June  10,  1901,  and  ac- 
quired the  following  properties: 
Schenectady  Locomotive  Works,  Sche- 
nectady,N.Y.;  Brooks  Locomotive  Works, 


comotive  Works  and  Rogers  Locomotive 
Works  and  American  Locomotive  Com- 
pany of  New  Jcr.sey. 

In  April,  1907,  the  structural  steel  de- 
partment of  the  Montreal  Works  was 
sold  to  the  Structural  Steel  Company,  earnings. 
Ltd. 

Though  the  work  of  the  company,  ac- 
cording to  its  charter  and  those  of  its 
subsidiarie.s  is  primarily  that  of  build- 
ing nml  selling  railway  locomotives  and 
snowplows,  it  ha.s  also  the  right  to  man- 
ufacture and  repair  railroad  cars,  to 
mine  and  quarry  ore.s,  oils,  gas  and  sim- 
ilar products,  and  acquire  inventions, 
rights,  licenses,  &c.  Its  plants  are  lo- 
cated at  the  following  points,  the  area 
in  acres  being  Schenectady  Works,  88; 

Biooks  Works,  Dunkirk,  N.  Y.,  113; 

Richmond  Work.s  and  Alco  Accessories 
Plant,  Richmond,  69;  Pittsburgh  Works, 

10;  Cooke  Works,  Paterson,  N.  J.,  26; 

Chester  Works,  14,  and  Montreal  Works, 


profits  during  hostilities  were  from 
nitions,  chiefly  sheU  cases,  profits  which 
naturally  cannot  be  looked  for  in  the  fu- 
ture, and  which  cannot  be  Judged  as 
standards  by  which  to  estimate  potential 


66. 


rpHERE  have  been  two  years  in  the  last 
■L  eleven  in  which  American  Locomotive 
has  failed  to  earn  any  surplus  alter  pre- 
ferred dividends — in  1908-09,  when  the 
deficit  after  the  $1,750,000  preferred  dis- 
bursement was  $762,800,  and  in  1914-16, 
when  the  operating  loss  was  $1,142,602, 
and  the  lo.<«  after  preferred  dividends 
$3,241,980.  The  former  year  was  that 
immediately  following  the  panic  of  1907, 
and  the  latter  was  that  following  the 
outbreak  of  hostilities  in  Europe,  when 
business  conditions  in  the  United  States 
reached  the  lowest  ebb  of  the  century 
prior  to  the  pj-esent  time. 

From  June  30,  1909,  to  Dec.  31,  1920, 
the  American  Locomotive  has  earned 
after  preferred  dividends  a total  of  $31,- 
284,936  on  the  $25,000,000  common  stock, 
or  approximately  124  per  cent.  Figured 
on  a basis  of  eleven  years,  this  amounts 
to  11.26  per  annum.  This  is  not  a fair 
average,  however,  as  by  far  the  greater 
part  of  the  company's  surplus  earnings 
were  accumulated  as  the  result  of  war 
work  in  the  years  following  the  outbreak 
of  hostilitic.s.  From  1909  until  June  30, 
1916,  total  net  eainings  on  the  common 
stock,  after  deducting  the  two  years  in 
which,  as  aforesaid,  deficits  resulted,  net 


^ N Aug.  4 last,  when  the  company 
made  public  its  statement  for  the  six 
months  ended  June  30,  gross  earnings 
were  shown  to  have  fallen  off  from  $45,- 
114,934  for  the  six  months  ended  Dec. 
31  to  $25,969,781,  or  approximately  45 
per  cent,  the  actual  decrease  being  $19,- 
126,153.  These  gross  earnings  for  1921 
included  $949,600  income  received  from 
interest  and  dividends  and,  after  deduct- 
ing $21,390,554  for  the  cost  of  manufac- 
turing, maintenance,  administrative  ex- 
penses, interest  on  bonds  of  constituent 
companies  and  an  allowance  for  depre- 
ciation of  $684,752  on  all  classes  of  prop- 
erty, left  a profit  of  $4,556,043.  From 
this  was  deducted  an  allowance  of  $655,- 
000  for  estimated  United  States  and  Ca- 
nadian income  and  profit  taxes,  the  re- 
maining balance  of  $3,901,043  being  the 
available  profit  for  the  six  months’  pe- 
riod ended  June  30,  1921.  This  was 
equivalent  to  $12.10  a share  earned  on 
the  common  stock  of  the  company  in  the 
six  months’  period,  after  providing  for 
the  regular  $3.50  a share  for  semi-annual 
dividend  requirements  on  the  preferred 

In  the  six  months  two  quarterly  divi- 
dends, each  of  1^  per  cent.,  were  paid 
on  the  preferred  stock,  and  two  quarter- 
ly dividends  of  l’/4  per  cent  each  on  the 
common.  After  deducting  the  total  of 
dividends  paid,  amounting  to  $1,625,000 
in  the  six  months,  the  remaining  surplus 
of  $2,276,043  was  carried  to  the  general 
surplus  account,  making  such  account  as 
of  June  30,  1921,  $26,930,414. 

The  inventory  account  of  materials  and 
supplies  on  hand  and  work  in  progress 
on  June  30,  1921,  amounted  to  $6,655,- 
331,  in  comparison  with  $16,119,342  as  of 
Dec.  31,  1920.  This  figure  is  now  under- 
stood to  be  $6,536,000,  a decrease  of  $19,- 
000  in  the  three  months  which  have 
passed. 

The  total  current  assets  of  the  company 
on  June  30  were  $46,666,883  and  total 
current  liabilities  $6,838,401,  the  excess 


earnings  amounted  to  $2,124,466,  about  of  current  liabilities  being  $39,8^,462 


$364,077,  or  1.41  per  cent.,  annually. 
Leaving  out  the  deficit  of  $3,241,980 
brought  about  by  war  conditions,  and 
therefore  unusual  and  unforeseen,  in 
1914-15,  the  company  earned  net  in  five 
years  $5,366,446,  or  an  average  of  $1,- 
073,289  (4.29  per  cent),  on  the  common 
stock  per  annum. 

From  June  30,  1915,  to  Dec.  31,  1920, 
which  may  be  properly  regarded  as  the 
period  of  the  war  boom  and  its  imme- 


nunkitk,  N.  y.;  Richmond  Locomotive  Amcrionn  Locomotive 


Works,  Richmond,  Va.;  Pittsburgh  Loco- 
motive and  Car  Works,  Pittsburgh,  Pa.; 
Cooke  IxKoniotive  and  Machine  Com- 
pany, Paterson,  N.  J.;  Rhode  Island  Lo- 
comotive Works,  Providence,  R.  I. ; Man- 
chester Locomotive  Works,  Manchester, 
N.  H..  and  the  locomotive  works  of  the 
Dick.«on  Manufacturing  Company,  Scran- 
ton, N.  Y. 

On  March  31,  1904,  the  company  ac- 
quired the  Locomotive  and  Machine  Com- 
pany of  Montreal,  Ltd.,  the  name  of 
which  has  been  changed  to  the  Montreal 
Locomotive  Works,  Ltd.,  of  Montreal, 
Quebec.  On  June  26,  1917,  it  purchased 
the^  Henrico  Iron  Works  Corporation  of 


earned  $29,160,470  on  the  common  issue 
after  preferred  dividends,  which,  in  the 
five  and  one-half  years  was  equivalent 
to  $5,301,904,  or  21.21  per  cent.,  per  an- 
num. In  other  words,  the  war  brought 
about  an  increase  in  the  net  earnings 
of  the  company  amounting  almost  to  400 
per  cent.  But  little  of  this  was  actual 
locomotive  business,  however,  as  on  Jan. 
1,  1916,  for  example,  the  company  had 
on  its  books  total  unfilled  orders  of  $52,- 
240,000,  of  which  only  slightly  more  than 
$7,000,000  was  for  railroad  equipment. 

This  amount  was  but  one-seventh  of 
the  total  unfilled  orders  at  the  time.  The 
percentage  increased  in  the  later  years 


after  providing  in  current  liabilities  : 
serve  of  $2,870,033  to  provide  for  shrink- 
age in  value  of  notes  and  bills  receivable, 
discount  on  Canadian  funds  and  other 
contingencies,  and  a reserve  of  $3,011,367 
for  United  States  and  Canadian  income 
and  profit  to.xes.  The  reserve  carried  on 
Canadian  exchange  is,  it  is  understood, 
a sort  of  super-insurance.  The  company 
has  been  lending  out  the  money  paid  to  it 
in  Canada  at  interest,  instead  of  convert- 
ing these  funds  into  United  States  dol- 
lars at  the  present  discount  With  the 
acquisition  of  each  new  dollar  of  Cana- 
dian money  the  company  places  a reserve 
amounting  to  the  discount  which  is  main- 
tained until  such  times  as  the  Canadian 
dollar  can  be  converted  into  domestic 
money  without  so  great  a loss.  As  this 
money  is  not  needed  by  the  American 
works  of  the  company,  there  being  no 
pro.<ising  current  obligations  not  taken 
care  of  by  cash  or  other  readily  liquid 
items,  and  absolutely  no  bank  loans,  the 
money  can  continue  to  remain  in  Canada 
indefinitely,  drawing  interest  or  being 
used  in  the  development  of  new  works. 

Total  current  assets  of  the  company 


today,  three  months  after  the  issuance 
of  the  report,  are  about  $46,783,000, 
while  current  liabilitic.s  stand  about  $6,- 
843,000,  the  excess  of  assets  over  lia- 
bilities being  about  $40,940,000,  an  in- 
crease of  $1,112,000  in  the  period.  At  the 
same  time  dcpreciolion  to  the  amount 
of  about  $775,000  has  been  written  off 
the  cost  of  property,  although  new  build- 
ings to  the  value  of  more  than  $2,000,000 
arc  being  erected. 

The  greatest  shrinkage  in  the  iMt  few 
months  has  been  in  cash.  Today  this  i.i 
understood  to  stand  at  about  $4,309,000. 
as  against  $8,685,186  last  December. 
This  item  is  not  given  for  June  last,  but 
is  believed  to  have  been  about  $6,800.- 
000.  This  cash  has  been  used,  however, 
to  bring  accounts  payable  down  from  $3,- 
685,262,  at  which  they  stood  at  the  end 
of  last  year,  to  $610,770,  at  which  they 
stand  today,  and  in  the  payment  of  Ca- 
nadian and  United  States  income  and 
excess  profits  taxe-s,  now  $3,011,360,  as 
compared  with  $5,970,422  in  December. 

fJtHOUGH  the  record  of  American  Loco- 
-L  motive-  in  the  past  during  years  of 
depression  has  not  been  conductive  to 
the  belief  that -earnings  will  run  high  in 
the  present  period,  outside  factors  pecu- 
liar to  the  present  situation  would  seem 
to  indicate  that  the  prospects  for  the 
company  in  the  coming  year  may  be 
brighter.  To  June  30  the  company  earned 
$3,901,043  on  gross  business  of  $25,989,- 
781.  After  deducting  $875,000  for  divi- 
dends on  the  preferred  this  amounts  to 
$3,026,043  earned  on  the  common,  being 
an  operating  ratio  for  the  period  of  11.64 
on  the  common  and  16  per  cent,  on  the 
preferred.  The  former  ratio  is  now  16 
per  cent,  which  means  that  on  the  com- 
pany’s $4,454,000  unfinished  business  as 
of  the  last  report  profits  available  for 
the  common  should  amount  to  $712,640, 
or  a total  for  the  year  of  approximately 
$3,738,000.  Allowing,  however,  for  the 
dedoctinn  of  taxes  to  the  amount  of  $200,- 
000  and  for  sundry  reserves  about  $500,- 
000  more,  the  total  applicable  to  common 
dividends  for  the  year,  based  on  present 
business  alone,  should  be  about  $3,000,- 
000,  or  approximately  $11.75  per  share. 

A factor  of  great  importance,  however, 
is  the  financing  now  being  done  by  the 
railroads.  The  War  Finance  offering 
of  $330,000,000  of  equipment  bonds  vrill 
mean  about  20  per  cent.,  or  $66,000,000, 
expended  for  locomotives.  Should  the 
American  Locomotive  receive  orders  in 
accordance  with  the  size  of  its  plants  it 
wonld  do  about  45  per  cent,  of  this  busi- 
ness'!— in  other  words,  about  $30,000,000. 
Based  on  present  capacity,  this  means  six 
months’  practically  fall-time  work.  There 
is  no  question  that  the  railroads  need  the 
equipment,  and  will  purchase  it  when- 
ever they  are  able.  There  is  little  quc."*- 
tion,  on  the  other  hand,  that  the  money 
will  be  available  to  them  in  the  near 
future.  Bearing  this  in  mind,  therefore, 
American  Locomotive  will  not  only  pass 
through  the  crisis  of  1921  creditably,  but 
should  enter  1922  with  capacity  business 
booked  for  domestic  concerns  for  half  the 


News  Notes 

rpHE  War  Finance  Corporation  an- 
nounced  that  it  had  agreed  to  make 
advances  to  a co-operative  association  of 
grain  growers  operating  in  Minnesota 
and  North  and  South  Dakota  in  an 
amount  not  to  exceed  $15,000,000  to  as- 
sist them  in  the  orderly  marketing  of 
their  grain. 


The  Guaranty  Trust  Company  of  New 
York  has  been  appointed  registrar 
of  25,000  shares  of  Series  A preferred 
stock,  par  value  $100,  of  the  Consoli- 
dated Gas,  Electric  Light  and  Power 
Company.  The  New  York  Trust  Com- 
pany is  transfer  agient 
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IVeek  Ended  October  8,  1921  Total  Sales  2,877,719  Shares 
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The  Annalist  Barometer  and  Business  Index  Line 


sofflclvntly  revived  ( 


e udllly  aUundot)  'tppeare  li 


ufe  lo  a»y  that  the  Tnovvment  toward  com- 
plete financial  and  InduRlrial  i^dJusUncpl. 


_i"*Urted  In  the  Utu  Summer. 

greasing  satiBractorlty. 

A few  of  the  factors  of  Improvement 
be  detailed.  Liberty 
surging  forward 


i stoidy  advance. 


of  substandard  dr- 
rn^erstely  high  yield,  of  lone 
and  of  onQuesUon«*l  worth,  have 

.1  taken  with  a rapidity  **** 

definitely  eaay.  with  a r<dc  o^a^praalmately 
forUme  funds  established  production  I 


maturity  i 


which 

> 'udilsed 
s ripe. 

r dlvlili-nd  readju.«tmenls 
tiing’effect.  The  elimination 
cent  dividend  on  the  common  i . 

Iran  Sumatra  Tobacco  was  an  Incident 
week  which  bi^ame  an  unseltlllnir  factor  In 
the  stock  markoL  Pfoliablv  the  Werikcst 
group  of  the  enlirt  lut  has  been  the  sugar 
shares.  American  Sugni  touched  the  lowest 
price  during  the  week  at  which  it  hiis  sold 
since  the  coriwratlon'a  reorranlsatlon.  and 
new  low  prices  were  touched  by  Cuba  Cane 
6ugnr  and  other  slocks  of  the  group.  In 
both  cases,  refinancing,  which  Is  pending,  Is 
one  of  the  factors  In  the  decline.  The  cloml- 
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•Delay  in  Congress  Handicaps  Business  Readjustments 


By  Rodney  Bean 


S'jecwJ  Correspondence  of  The  Annalist. 

WASHINGTON,  Oct.  16. 

0UST  what  part  the  long  de- 
lay in  Congress  over  the 
adoption  of  revenue  legis- 
lation and  other  measures 
in  which  the  business  in- 
terests of  the  nation  are 
vitally  concerned  has 
played  in  delaying  a read- 
justment of  values  and 
stimulation  of  industry  is 
a much-discussed  question  in  Washing- 
ton today.  Emphasis  on  the  fact  that 
many  believe  Congress  has  much  to  an- 
swer for  was  sharply  indicated  in  re- 
ports which  were  made  by  various  com- 
mittees forming  the  National  Unemploy- 
ment Conference,  which  has  been  going 
on  here,  and  remarks  made  by  some  of 
the  individuals  who  attended  were  of 
equal  interest. 

For  one  thing,  the  recommendations 
finally  adopted  by  the  President’s  un- 
employment conference  laid  much  stress 
on  the  necessity  for  Immediate  action 
by  the  Senate  on  revenue  and  tax  leg- 
islation, bills  for  the  refunding  of  the 
wartime  obligations  of  the  allied  powers 
and  for  the  extemsinn  of  relief  to  the  rail- 


roads, none  of  which  has  been  voted 
upon  in  final  form,  although  the  present 
Congress  began  its  sessions  nearly  eight 
months  ago. 

Representatives  of  more  than  one 
large  business  interest  have  asserted 
that  it  is  difficult  if  not  impossible  for 
industries  and  business  to  readjust  their 
operations,  and  get  prices  and  wage 
scales  back  to  something  approximating 
a normal  level  when  they  do  not  know 
what  taxes  are  to  be  levied  and  what 
conditions  of  competition  they  wilt  face 
when  the  permanent  tariff  law  is 
adopted. 

One  plea  on  the  part  of  business  which 
is  growing  daily  more  insistent  where 
the  questions  of  price  levels,  renewed 
activity  of  industries  and  the  solution 
of  unemployment  is  concerned  is  this: 
“ Get  Congress  to  do  something,  almost 
anything,  so  that  we  may  know  where 
we  .stand,  and  perhaps  we  can  accom- 
plish something  constructive  and  helpful 
to  the  nation." 

At  the  present  time  the  situation,  so 


far  as  the  revenue  legislation  is  con- 
cerned, is  so  muddled  that,  in  the  opinion 
of  more  than  one  expert  in  Washington, 
business  deals  and  industrial  develop- 
ment which  might  remove  the  danger  of 
serious  unemployment  this  Winter  are 
being  held  up  while  busines.s  waits  to 
see  what  its  fate  will  be. 

The  question  of  surtax  rates  is  one 
that  is  involved.  When  it  was  under- 
stood that  the  maximum  surtax  would  be 
not  more  than  32  per  cent,  a number  of 
Important  bu.siness  transactions  were  re- 
ported a.s  about  to  be  made.  With  sur- 
taxes at  the  present  high  levels  or  even 
with  the  maximum  of  60  per  cent.,  which 
Is  now  being  discussed  by  the  Senate, 
these  deals  would  not  have  been  contem- 
plated. A few  may  have  been  consum- 
mated when  it  was  the  understanding 
that  the  maximum  surtax  would  be  pti 
at  32  per  cent.  The  majority,  however, 
were  hanging  fire  and  may  be  aban- 
doned. 

A concrete  example  is  found  in  the 
slowing  up  of  the  sale  by  the  Govern- 


ment of  the  railroad  equipment  trust  cer- 
tificates, which  bear  6 per  cent  interest, 
must  be  sold  at  par  or  better,  and  are 
not  protected  by  tax  exemption  provisions 
which  make  municipal  bonds  and  certain 
issues  of  Liberty  bonds  and  Treasury 
certificates  attractive  with  the  high  sur- 
tax rates  in  effect  About  $100,000,000 
worth  had  been  marketed  at  the  time  the 
Senate  overturned  the  early  proposal  to 
make  the  maximum  surtax  32  per  cent, 
and  temporarily,  at  least,  indicated  that 
it  would  accept  the  maximum  of  60  per 
cent,  forced  a.'i  a concession  by  the  so- 
called  agricultural  bloc. 

The  controversy  over  the  surtax  lev- 
els and  other  features  of  the  Revenue 
bill,  one  prominent  official  has  slated, 
has  had  a very  decided  effect  in  de- 
laying readjustment.  Why  Congre.ss  ha.« 
permitted  nearly  eight  months  to  elapse 
without  making  known  to  business  the 
taxes  it  b to  pay  on  business  done  in 
1921 — there  are  less  than  three  months 
remaining  of  the  year — is  one  of  the 
mystei'ies  which  is  baffling  those  on  the 
outside  who  have  been  studying  the  situa- 
tion. Couple  to  this  the  fact  that  nothing 
is  made  known  about  permanent  tariff 
legblation  except  the  surmise  that  the 


Price  Changes  Since  1913  (1913=100) 


COST  OF  LIVING 

Department  of  Labor  (May  survey) 

National  Industrial  Conference  Board 

Average  price  to  producer,  farm  crops 

Average  price  to  producer,  live  stock 

Average  wholesale  price,  foods 

Average  retail  price,  foods 

WHEAT  AND  FLOUR 

Wheat  average  to  producer 

Flour,  wholesale,  United  States  average 

Bread,  retail,  United  States  average 

Freight  rate  flour,  Minneapolis  to  New  York,  domestic. 


LIVE  STOCK  AND  MEATS 

Pork- 

Hogs  to  producer 

Wholesale  ham  at  Chicago 

Retail  ham  

Wholesale  bacon,  rough  side 

Retail  sliced  bacon 

Whol«aIe  short  side 

Wholesale  pork  chops 

Retail  pork  chops 

Retail  lard  

Beef — 

Cattle,  average  to  producer 

Wholesale  carcass  beef  at  Chicago 

Retail,  sirloin  steak 

Retail  round  

Retail,  rib  roost 

Retail,  chuck  roast 

Retail,  plate  beef 

Wages  in  meat  packing  (Department  of  Labor  investigation). 
Freight  rates,  dressed  beef,  Chicago  to  New  York 


HIDES  AND  LEATHERS 

Hides,  green  salted,  packers,  heavy  native  steers  (Chicago) 

Hides,  calfskin  No.  1,  country,  8 to  16  pounds  (Chicago) 

Lather,  sole,  hemlock,  middle  No.  I (Boston) 

Leather,  chrome,  calf,  dull  or  bright,  “ B " grades  (Boston) 

Wholesale  boots  and  shoes,  men's  vici  calf,  bluchcrCanipella  (Brockton), 

Freight  rate  shoes,  Lynn,  Mass.,  to  Chicago 

Wage  scales  in  .shoe  industry  (Massachusetts),  about 

COTTON 


Yarns,  carded,  white,  Northern  mule,  spun,  22  cones  (Boston) 

Wholesale  sheeting,  brown  4/4  ware,  shoals  L.  L.  (New  York) 

Wholesale  printcloth  27  inches,  64x60,  7.60  yards  to  pound  (Boston) 


WOOL 

To  producer  92 

Wholesale  worsted  yams  2/32,  crossbr^  stock  white  in  skein  (Philadelphia)  148 
Wholesale  women’s  dress  goods,  storm  serge,  all  wool,  double  warp,  60 

inches,  (New  York) 167 

Wholesale  suitings,  wool-dyed  blue,  65-56,  16  ounces,  Middlesex  (Boston)..  183 

Freight  rate  clothing,  New  York  to  Chicago 210 

Wage  scale  in  mills,  about 200 

BUILDING  AND  CONSTRUCTION 

Lumber,  average  southern  pine  and  Douglas  fir  (at  the  mill) 128 

Brick,  average  common.  New  York  and  Chicago 199 

Cement,PortTand,  net, without  bags  to  trade  f.  o.  b.  plank  (Buffington,  Ind.)  176 
Frei^t  rates — 

Brick  common,  Brazil,  Ind.,  to  Cleveland.  Ohio 204 

Cement,  Universal,  Pa.,  to  New  York 179 

BUILDING  LABOR 

Union  scale,  simple  average,  16  occupations 190 

Union  scale,  weighted  average,  8 occupations,  frame  houses  (three) 197 

Union  scale,  weighted  average,  8 occupations,  brick  houses  (three) 193 

Common  labor  130 

Construction  costa:  Cement  buildings  (Abertbaw  Constnicb'on  Company)..  161 
Coal — 

Price,  bituminous,  Pittsburgh 186 

Price,  anthracite.  New  York  tidewater 198 

Union  wage  scales  about 173 

Nonunion  scale,  about 136 

Freight  rates  187 — 209 

Metal  trades,  union  wage  scale:  Simple  average,  19  occupations 218 

' - METALS 

Prices — 

Pig  iron,  foundry  No.  2 Northern  (Pittsburgh) 137 

Pig  iron,  Bessemer 128 

Steel  billets,  Bessemer  (Pittsburgh) 1I| 

Copper,  ingots  electrolytic,  early  delivery,  New  York ^ 

Lead,  pig,  desilverized,  for  early  delive^,  New  York 100 

Zinc,  pig  (spelter),  Western,  early  delivery,  New  York 

Day  labor,  scale  United  States  Steel  Corporation 

PRINTING  AND  PUBLISHING 

Book  and  job,  union  wage  scale 1^4 

Newspaper,  union  wage  scale 

Railroad,  average  receipts  per  ton-mile 

Bureau  Railway  Economies  estimate  of  railway  wage  based  on  average 

annual  compensation,  third  quarter. “6 

General  estimate  all  union  wage  scales  by  Professor  Wolman 1»» 

Note— The  wage  indexes  refer  mostly  to  wage  scales,  not  the  earnings  which 
necessarily  also  depend  upon  regularity  of  employment. 
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bill  which  passed  the  House  will  be  torn 
to  shj'cds  ond  «written  by  the  Senate 
some  time,  and  the  mystery  surrounding 
the  developments  is  complete. 

The  latest  “inside"  information  tliat 
comes  to  business  after  eight  months  of 
discussion  in  Senate  and  House  is  that 
the  maximum  surtax  which  was  to  have 
been  82  per  cent  or  less,  and  has  now 
been  tentatively  fixed  at  60  per  cent  by 
the  Senate  Finance  Committee,  may  be 
reduceil  again  to  40  per  cent  after  the 
Revenue  bill  passes  the  Senate  and  goes 
to  the  Conference  Committee.  This,  how- 
ever. cannot  be  stated  definitely,  and  ap- 
parently business  must  wait  anotlier 
month  or  more  to  get  the  real  truth  of 
the  matter. 

It  is  reasonably  certain  now  that  ex- 
cess profits  taxe.c  will  not  be  repeated 
until  Jan.  1,  1922 — that  is,  will  not  be 
made  retroactive  to  Jan.  1,  )921,  as 
recommended  by  Secretary  Mellon.  There 
may  or  may  not  be  a manufacturers'  tax 
along  the  lines  suggested  by  Senator 
Smoot  Chance  would  seem  to  favor  its 
rejection  in  the  final  plan,  but  the  Sen- 
ate is  still  discussing  it  as  a possibility. 

As  a sidelight  on  the  situation  now 
confronted  comes  a statement  made  by 
John  E.  Edgerton,  President  of  the  Na- 
tional Association  of  Manufacturers, 
who  was  spokesman  for  a group  of  lead- 
ing business  men  who  called  recently  at 
the  White  House  to  urge  that  something 


be  done,  and  incidentally  to  condemn  the 
legislation  which  Congress  is  now  still 
discus.«ing. 

" We  are  glad  to  convey  to  the  Presi- 
dent," .wd  Mr.  Edgerton,  " the  sense  of 
conUnuing  inci'casing  respect  and  esteem 
with  which  the  business  men  of  the  coun- 
try regard  him,  which  causes  them  to 
turn  with  increasing  confidence  to  his 
necessary  leadership  in  this  moment  of 
confused  thinking  and  action  on  the  tax 
question. 

" The  busincs-s  men  of  the  country  are 
profoundly  disappointed  and  discouraged 
by  the  failure  of  the  House  and  the  re- 
sponsible committee  of  the  Senate  to  pre- 
sent a constructive  and  remedial  tax 
measure  meeting  the  reasonable  expecta- 
tions of  the  country.  The  platform  of 
both  parties,  the  declarations  of  their 
leaders  and  the  campaign  promises  of 
the  new  Congi-ess  led  us  confidently  to 
expect  thaT  six  months  of  effort  would 
present  a scientific  and  e ,uitab1e  tax 
measure.  Manufacturers  expect  to  make 
a heavy  contribution  to  the  continuing 
demand  for  large  national  i-evenue.  We 
ask  only  that  the  burden  shall  be  equita- 
bly distributed,  and  capable  of  intelli- 
gent administration. 

“ The  measure  passed  by  the  House 
and  as  amended  by  the  Senate  Finance 
Committee  is  substantially  a perpetua- 
tion of  the  principles  and  administrative 
policy  of  the  War  Revenue  act  con- 


denmed  by  both  parties  ond  repudiated 
by  tlic  American  people.  With  a few 
trifling  exceptions  the  inexcusable  war 
excises  are  continued,  reproductive  enter- 
prise finds  the  tax  on  its  net  income  in- 
ci'cascd  60  per  cent.,  and  the  excess  prof- 
its tax,  which  has  done  more  than  any 
single  economic  factor  to  pyramid  prices, 
repealed  in  the  future.  Our  widely  con- 
demned tax  system  remains  substantially 
unchanged  in  policy  and  unimproved  in 
admini.stration. 

“ We  are  told  by  Congressional  leaders 
that  the  present  propo.sal  is  intended  to 
be  temporary  in  operation.  Economic 
recovery  demands  stability  in  public 
policy.  Reproductive  enterprise  cannot 
meet  tlie  heavy  responaibilties  ot  the 
present  situation  until  it  can  be  reasona- 
bly sure  under  what  conditions  and  in 
what  amount  its  production  is  required 
for  the  support  of  Government.  The 
further  continuation  of  a system  of  tax- 
ation condemned  alike  by  political  and 
busine.ss  opinion  is  a serious  obstruction 
to  economic  readjustment  Legislatprs 
who  permit  it  are  assuming  a heavy  re- 
sponsibility." 

This  may  give  some  indication  of  the 
state  of  mind  in  which  many  representa- 
tives of  busine.ss  who  come  to  Washing- 
ton to  Icam  what  is  going  on  find  them- 
selvc.s.  Inquirie.s  have  been  received  here 
in  increasing  number  of  late,  showing 
the  agitation  of  mind  through  which 
many  are  pa.<ksing. 


As  a result  of  the  delay  also  the  rail- 
road situation  is  left  in  a much  more 
uncertain  condition  that  it  might  have 
been  hod  nicons  been  provided  for  a 
speedy  settlement  of  claims  between  rail- 
roads qnd  the  Govornment,  and  foreign 
exchange  rates  and  export  trade,  some 
argue,  have  been  seriously  affected  by 
delay  in  legislation  which  would  advance 
the  funding  of  the  wartime  obligations. 

More  than  one  largo  industry  has  been 
seeking  information  lately  concerning  the 
date  when  permanent  tariff  legislation 
may  be  expected.  Their  representatives 
say  that  it  i.n  difficult  to  tackle  the  great 
problem  of  readjustment  when  they  do 
not  know  what  conditions  they  will  face 
in  regard  to  competition  by  foreign  man- 
ufacturers. 

Carefully  prepai-ed  tables  of  index 
numbers  which  were  placed  before  the 
unemployment  conference  reflect  to  a 
certain  extent  the  situation  which  uncer- 
tainty has  created  so  far  a.s  readjust- 
ment is  concerned.  They  indicate  tliat 
about  the  only  interests  which  have  been 
forced  to  accept  severe  readjustment 
downward  arc  certain  classes  of  produc- 
ers. Wholesale,  retail  and  manufacturers' 
prices  ara  still  high,  and  union  wage 
scales  and  cost  of  living  are  considera- 
bly above  the  levels  which  it  was  hoped 
would  be  reached  at  this  period  of  re- 
adjustment. The  index  figures,  which 
throw  considerable  light  on  the  present- 
day  situation,  are  here  given. 


The  Legislative  Week  in  Washington 


Spteial  Corre9pojidtiiet  of  The  Annalist 
WASHINGTON.  Oct  16. 
PRESIDENT  HARDING'S  unemploy- 
ment  conference  has  concluded  its 
preliminary  work,  and  a standing  com- 
mittee has  been  named  to  see  that  reesm- 
mendations  are  mad»  effective.  Sub- 
committees, to  be  selected  by  the  stand- 
ing committee,  will  continue  work  on 
permanent  measures. 

Senator  Penro.se  predicted  that  the  Tax 
Revenue  bill  would  be  enacted  by  Cen- 
gress  by  Nov.  1.  An  effort  will  be  made 
to  reach  a vote  in  the  Senate  by  Oct  21, 
and  the  bill  must  then  go  to  confer- 

By  an  arrangement  between  Attorney 
General  Daugherty  and  General  Counsel 
Schlesinger  of  the  Emergency  Fleet  Cor- 
poration, the  work  in  the  New  York 
office,  which  has  been  divided  between 
the  Federal  District  Attorney  and  the 
law  division  of  the  fleet  corporation,  will 
be  consolidated. 


Announcement  was  made  that  Leo- 
pold Dor,  admiralty  lavryer  of  France, 
would  serve  as  general  counsel  for  the 
emergency  fleet  corporation  in  France. 

Committee  amendments  to  the  Revenue 
bill,  lepealing  all  transportation  taxes 
Jan.  1.  1922,  were  approved  by  the 
Senate  without  a roll  call  after  rejection 
of  a proposal  making  the  lepeal  effective 
ten  days  after  the  adoption  of  the  legi-s- 

The  Ways  and  Means  Committee  of 
the  House  reported  favorably  a bill  ex- 
tending the  life  of  the  Emergency  Tariff 
law  to  Feb.  1,  1922.  This  was  accepted 
as  evidence  that  no  permanent  tariff 
legislation  could  be  hoped  for,  at  least 
until  that  date. 

The  Borah  bill  exempting  American 
coastwise  shipping  from  Panama  Canal 
tolls  was  adopted  by  the  Senate  by  a 
vote  of  47  to  37.  The  measure  goes  to 
the  House,  where,  it  is  expected,  it  will 
be  subject  to  indefinte  delay,  at  lea.st 


until  after  the  conference  on  the  limita- 
tion of  armaments. 

Majority  members  of  the  Senate  Fi- 
nance Committee,  considering  the  Reve- 
nue bill,  approved  all  recommendations 
agreed  upon  by  Administration  leaders 
and  Progressives,  including  an  incrca.se 
in  the  maximum  surtax  level  from  32  per 
cent,  to  50  per  cent 

Chairman  Kenyon  of  the  Senate  Labor 
Committee  introduced  a bill  under  which 
the  President  would  be  authorized  in 
time  of  national  fuel  emergency  to  take 
over  and  operate  coal  properties,  and  a 
bill  under  which  profiteering  in  coal 
would  be  penalized  and  distributers' 
proifts  fixed. 

The  United  States  Shipping  Board  an- 
nounced that  a public  hearing  on  pleas 
for  a readjustment  of  prices  on  tonnage 
pUi>.Via5ed  from  the  Government  would 
be  held  in  Washington  on  Oct.  24.  The 
American  Shipowners'  Association,  the 
Steamship  Operators’  Association  and 


individual  purchasers  have  been  a.'ked 
to  send  representatives  to  the  public 
hearing. 

The  House  Ways  and  Means  Commit- 
tee is  considering  an  amendment  to  the 
bill  for  the  refunding  of  foreign  obliga- 
tions which  would  place  the  negotiations 
in  the  hands  of  a commission  of  five  in- 
stead of  giving  complete  authority  to 
Secretary  Mellon. 

Invitations  to  the  representatives  of 
agriculture  who  want  hearings  on  the 
tariff  revision  have  bron  sent  out,  an- 
nouncing that  hearings  will  start  before 
the  Senate  Finance  Committee  No^.  1. 
The  first  schedule  will  be  the  live-stock 
features  of  the  bill. 

The  Interstate  Commeicc  Comniisssion 
announced  that  an  increase  e.^timated  at 
20  per  cent,  would  go  into  effect  on  Ncv. 
28  on  bigh-class  merchandise  traffic 
from  Virginia  cities  to  points  in  the 
lower  Mississippi  Valley.  The  Southern 
roads  asked  for  the  higher  rates. 


The  Week\  in  Canada 


Special  Correapondenee  of  The  Annalist 
TORONTO,  Ont.,  Oct.  15. 
rpHAT  which  easily  ranks  as  the  out- 
•1-  standing  feature  of  the  week  is  the 
announcement  that  gross  earnings  of  the 
Canadian  National  Railways  for  August 
exceeded  the  woridng  expenses  by  $47,- 
231,  the  respective  totals  being  $10,636,- 
461  and  $10,489,2.30.  The  import  of  the 
surplus  lies  in  the  fact  that  it  is  the 
first  experienced  since  the  system  came 
under  the  management  of  the  present 
board  some  two  years  ago.  D.  B.  Hanna, 
President  of  the  board,  commenting  upon 
the  figures,  expressed  the  opinion  that 
“ the  end  of  serious  operating  losses  on 
the  National  Railways  is  appreciably 
near — nearer,  in  fact,  than  the  most  san- 
guine of  US  had  hoped  for.'' 

Sir  Joseph  Flavelle,  Chairman  of  the 
board,  in  temporary  charge  of  the  Grand 
Trunk  until  it  Anally  passes-under  con- 
trol of  that  operating  the  Canadian  Na- 
tional Railways,  is,  on  the  other  hand, 
scarcely  as  sanguine.  Be  believes  that 
ultimately,  with  good  management  and 
increase  in  population,  the  government- 
owned  system  will  be  placed  upon  a pay- 
ing basis,  but  in  an  address  before  the 
Toronto  Board  of  Trade  a few  days  ago 
he  asserted  that  many  years  must  elapse 
before  that  stage  is  reached.  "No  super- 
man," he  said,  “can  give  the  organiza- 


tion that  will  save  the  situation  for  some 
years  to  come  from  an  important  cash 
loss.  We  have  built  from  4,500  to  6,000 
mUes  of  railway  that  we  did  not  really 
need,  and  for  which  there  is  not  suffi- 
cient traffic  to  make  it  pay  for  opera- 

Of  the  total  sum  of  $1,662,000,000  in- 
vested in  the  various  lines  now  grouped 
under  Government  ownership,  $720,000,- 
000  were  in  cash  from  the  public.  Sir 
Joseph  Flavelle  estimates  the  deficit  for 
the  current  year  at  $67,000,000.  This  is 
based  on  an  operating  loss  of  $12,000,000 
and  all  interest  charges  at  $66,600,000. 
Total  mileage  of  the  Government-owned 
system  is  22,375. 

Northern  Ontario  promises  to  be  the 
scene  of  considerable  activity  in  respect 
to  railway  construction  this  Fall.  In  ad- 
dition to  the  seventy-mile  extension  of 
the  Temi.skaming  and  Northern  Ontario 
Railway  toward  James  Bay,  at  an  esti- 
mated cost  of  $3,600,000,  the  Canadian 
Pacific  is  building  an  eighty-mile  line 
along  the  east  side  of  Lake  Temiskam- 
ing,  while  tenders  have  just  been  let  by 
the  Canadian  Light  Railway  Construc- 
tion Company  for  clearing  100  miles  of 
right  of  way  across  the  mining  belt  of 
which  Kirkland  Lake  is  the  centra. 

The  somewhat  belated  report  on  .sta- 
tistics of  Canadian  railways  for  the  cal- 


endar year  1919  was  issued  this  week 
by  the  Dominion  Bureau  of  Statistics. 
The  outstanding  feature  of  the  report  is 
the  announcement  that  only  thirty  of  the 
oixty-onc  roads  earned  operating  ex- 
penses. Total  operating  revenue  of  all 


railways  was  $408,698,360,  against  $330,- 
220,160  for  the  previous  year.  Operating 
expenses  were  $376,789,093,  an  increa.ie 
of  $102,833,657.  Aggregate  mileage  of 
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The  Decline  of  Gold  as  a Credit  Base 


By  Richard  Hoadley  Tingley 


TABLE  A 

All  United  States  Banking  Operations,  Includ- 
ing  Federal  Reserve  Banks 

Showing  Increases  or  Decreases  Compared  with  Previous  Years 
(000,000  Omitted) 

ClaarlnR*.  lutlon’  c'hanK?*'  GolJ 

+3,027  +12  +67.014  +29  +387  +7  + 37  + 1 ' 

.?“? +“™  +‘3  +’’5.™  +19  +3.9  +5  -IM  -13 

— Decrease 
•As  of  March. 


TABLE  B 

Credit  Operations  of  the  Federal  Reserve  Banks 

Showing  Increases  or  Decreases  Compared  with  Previous  Years 
(000,000  Omitted) 

June.  onHina.  CTiVnlS*'  lalKll'  Per  Cent. 

+1,037  +95  +943  + 64  +199*’ 

+ “^08  +33  +626  +23  -179  I 8 

—1,059  —37  —536  —16  +493  +26 

+ Increase. 

— Decrease. 


0N  the  Jan.  3,  1921,  issue  of 
The  Annaust  I brought 
out  with  tables  and  graphs 
the  fact  that  there  are  oth> 
cr  angles  from  which  to 
view  the  banking  position 
of  the  country  with  respect 
to  gold  than  those  usually 
shown  80  prominently  in 
the  weekly  and  monthly 
published  report.^.  When  we  read  that 
the  " ratio  of  gold  to  Federal  Reserve 
notes  in  circulation,  after  setting  aside 
36  per  cent,  against  deposit  liabilities,”  is 
so  and  so  much  per  cent.,  the  statement 
docs  not  convey  a comprehensive  idea 
of  the  full  volume  of  banking  credit  op- 
erations of  the  country  as  a whole  with 
respect  to  gold,  and  it  was  pointed  out 
that  there  is  another  and  broader  view 
to  be  taken  by  making  comparisons  of  its 
value  and  uses  as  a credit  base  to  sup- 
port the  entire  banking  operations  of 
the  country.  At  that  time,  when  the  Fed- 
eral Reserve  ratio  as  above  was  approxi- 
mately 42  per  cent,  I showed  that  the 
ratio.<(  existing  between  gold  and  those 
forms  of  credit  which  are  expressed  by 
bank  loans,  clearings  and  currency  cir- 
culation had  steadily  declined  for  a num- 
ber of  years— -acutely  declining  in  the 
last  three  years — indicating  that  either 
gold  was  losing  its  power  to  influence 
these  credit  operations  or  our  precon- 
ceived notions  of  the  function  of  gold  in 
sustaining  credit  were  wrong.  The  con- 
clusion was  reached  that,  unless  the  safe 
experiences  of  thirty  years  were  of  no 
value,  more  gold  must  be  brought  into 
the-  country  or  more  new  gold  produced. 

As  if  to  verify  the  conclusions  arrived 
at,  gold  has  been  pouring  into  the  coun- 
try since  that  time  in  enormous  and  un- 
precedented volume,  so  that  now  (or 
rather  on  June  30,  1921,  the  date  taken 
for  purposes  of  comparison,)  we  have 
more  than  half  a billion  dollars’  worth 
of  gold  in  excess  of  our  holdings  of  a 
year  ago.  It  is  the  new  banking  credit 
position  that  I now  purpose  to  analyze 
In  the  light  of  a year  of  deflation — of 
declining  loans,  clearings  and  circulation 
and  increasing  stocks  of  gold. 

The  year  that  ended  June  SO,  1919, 
showed  the  following  results  when  com- 
pared with  the  previous  fiscal  year: 
Loons  and  discounts  increased  $3,027,- 
000,000,  or  J2  per  cent.;  bank  clearings 
increased  $67,014,000,000,  or  29  per  cent.; 
currency  circulation  increased  $387,000,- 
000,  or  7 per  cent.,  and  the  stock  of  gold 
money  advanced  $37,000,000,  or  but  1 
per  cent.  The  inflation  year  which  ended 
June  30,  1920,  .showed  an  increase  in 
loans,  clearings  and  circulation  compared 
with  the  previous  year  of  19,  19  and  6 
per  cent,  respectively,  while  the  stock 
of  gold  money  decreased  $404,000,000,  or 
about  13  per  cent.  The  deflation  year 
that  ended  June  30,  1921,  also  recorded 
an  anomalous  set  of  figures  in  that  loans, 
clearings  and  circulation  fell  off  sub- 
stantially, the  percentages  under  the 
year  before  being  9,  14  and  5,  respect- 
ively, while  the  stock  of  gold  money  in- 
creased $615,000,000,  or  19  per  cent,  to 
the  highest  notch  in  history. 

< Id  Table  A the  results  of  these  three 
years  are  tabulated.  In  this,  as  in  the 
other  tables  and  graphs,  loans  and  dis- 
counts include  rediscounts  as  they  ap- 
pear in  the  operations  of  the  Federal  Re- 
serve Banks  as  well  as  thoi^e  of  all  the 
banks  of  the  United  States  of  whatever 
character.  The  loan  and  discount  fig- 
ures for  1921,  however,  are  an  average 
as  of  about  March,  1921,  June  30  results 
not  being  yet  available.  Loans,  discounts 
and  rediscounts  have  been  used  without 
the  inclu.iion  of  “and  investments,”  and 
therefore  do  not  comprehend  all  earnings 
assets.  This  has  been  done  so  as  to  con- 
fine the  analysis,  so  far  os  possible,  to 
short-term  credit  transactions. 

If  the  credit  operations  of  the  twelve 
Federal  Reserve  Banks  are  separated 
from  the  above  and  considered  by  them- 
selves, parallel,  although  accentuated,  re- 
-<ults  are  seen  in  Table  B.  The  fiscal 


year  of  1919  recorded  an  increase  of  95 
per  cent,  in  bills  on  hand  over  1918,  an 
increase  of  64  per  cent,  in  circulation, 
and  10  per  cent,  in  gold  reserves.  In  the 
next  fiscal  year,  1920,  bills  on  hand  in- 
creased 33  per  cent,  over  the  year  before; 
circulation  increased  23  per  cent,  while 
gold  reserves  fell  off  8 per  cent  In  the 
deflation  fiscal  year  of  1921  there  was 
witnessed  a falling  off  in  bills  on  hand 
of  37  per  cent,  in  circulation  ’6  per  cent, 
while  gold  reserves  increased  26  per  cent 

Table  C and  Graph  I.  show  that  the 
percentage  of  gold  (total  stock  of  gold 
money  in  the  United  States)  to  total 
money  in  circulation  maintained  a contin- 
uous rise  from  1890  to  1917.  In  the  for- 
mer year  it  was  apparently  considered 
necessary  to  maintain  gold  to  the  extent 
of  60.4  per  cent  of  the  circulation.  By 
the  year  1917  this  ratio  had  advanced  to 
63.7  per  cent.,  only  to  fall  off  in  1920  to 
44.5  per  cent.  The  increase  in  gold  and 
decrease  in  circulation  in  the  last  year 
have  improved  the  ratio  somewhat,  but 
have  succeeded  in  bringing  it  back  only 
to  55.8  per  cent— about  where  it  stood  in 
1915. 

The  ratios  of  gold  to  loans  and  dis- 
counts, as  shown  in  Table  C and  Graph 
II.,  have  recorded  an  uninterrupted  de- 
cline since  1890.  In  that  year  there  was  a 
gold  reserve  of  19.4  per  cent  behind  the 


aggregations  of  the  country’s  bank  loans. 
By  1920  this  ratio  had  declined  to  8.2 
per  cent.  Increases  in  gold  holdings  and 
declines  in  the  volume  of  bank  loans 
had  forced  this  ratio  up  to  10.8  per  cent 
in  J921.  This  advance  is  small,  although 
it  is  significant  as  it  indicates  a move- 
ment in  the  right  direction.  The  ratio 
of  gold  to  bank  clearings  was  steadily 
maintained  at  just  over  or  just  under  1 
per  cent,  from  1890  to  1916.  Since  the 
latter  year,  however,  the  ratio  has  stead- 
’ily  declined  to  0.69  per  cent  in  1920. 
Here  again  the  increasing  stock  of  gold 
has  had  its  effect  and,  taken  in  connec- 
tion with  declining  business  as  expressed 
in  bank  clearings,  the  ratio  has  increased 
to  0.81  per  cent 

Stated  in  another  way,  the  banking 
credit  business  of  the  country  as  ex- 
pressed by  circulation,  loans  and  clear- 
ings has  been  conducted  on  a slowly  de- 
clining ratio  with  respect  to  gold  ever 
since  1890.  Prior  to  1917  these  ratios 
had  declined  but  slowly.  Since  that  year, 
however,  the  fall  has  been  more  rapid, 
reaching  in  all  three  cases  its  lowest 
point  in  June,  1920,  but  also,  in  all  three 
instances,  rebounding  more  or  less  sharp- 
ly in  1921  under  the  influence  of  the  big- 
gest influx  of  gold  ever  witnessed  by 
this  or  any  other  country. 

There  are  many  different  phases  to  the 


^Id  situation  and  many  different  opin- 
ions regarding  it,  and  the  influence  it 
has  or  ought  to  have  on  banking  credit 
operations.  It  is  popularly  held  that  our 
immense  (^Id  holding,  amounting  to  more 
than  a third  of  the  entire  gold  stock  of 
the  world,  is  unnecessary,  unneeded,  su- 
perfluous and  a meance  to  the  credit  wel- 
fare of  the  land.  It  is  contended  that, 
following  the  “ quantity  of  money”  the- 
ory of  prices,  its  presence  is  sure,  soon- 
er or  later,  to  promote  another  period 
of  inflation;  indeed,  that  the  price  ad- 
^ce  in  many  commodities  which  has 
already  mildly  set  in  is  partly  the  result 
of  the  influence  of  this  gold.  It  is  fur- 
ther  held  by  some  extremists,  who  shud- 
der at  the  thought  of  another  inflation 
period  similar  to  that  of  1919  and  1920, 
that  "one-half  of  the  gold  held  by  the 
Federal  Reserve  Banks  could  be  export- 
ed without  disturbing  the  relation  of  our 
paper  currency  to  gold.” 

T ET  us  look  at  the  other  side.  The 
wuntry  is  in  the  midst  of  a long- 
continued  period  of  slack  business,  and 
all  are  praying  for  better  times.  Better 
times  will  mean  more  business,  more 
credits,  more  currency  and  more  bank 
lows.  With  these  higher  commodity 
prices  are  sure  to  follow.  If  there  is  any- 
thing whatever  in  the  record  history  has 
made  daring  the  last  thirty-one  years  of 
the  safe  relation  of  gold  to  the  various 
forms  of  credit,  it  should  be  evident  that 
these  ratios  arc  none  too  high  under  the 
conditions  now  existing;  that,  should  bus- 
iness again  “ boom,”  as  everybody  wants 
and  as  many  expect  it  soon  to  ” boom,” 
the  gold  we  now  have  with  us  is  going 
to  be  none  too  much  to  stand  the  strain. 

It  is  said  that  we  do  not  want  this 
gold.  It  is  coming  here  in  payment  of 
goods  sold  to  overseas  customers,  not  be- 
cause they  want  to  get  rid  of  it,  but 
because  they  have  no  goods  to  send  in 
return.  The  trade  balance  between  this 
and  almost  every  other  large  customer 
country  is  so  immensely  in  our  favor  that 
our  customers  must  send  gold  to  keep 
their  credit  halfway  good.  Suppose,  for 
instance,  Europe  had  kept  its  gold  in- 
stead of  sending  it  here.  Suppose  we  had 
continued  the  pernicious  policy  of  per- 
mitting frozen  foreign  credits  to  accu- 
mulate as  they  did  before  the  brakes  were 
applied  and  before  the  hoard  of  gold  be- 
gan to  flow  this  way  last  year.  The  1921 
ratios  we  have  discussed,  despite  the  fact 
of  declining  loans,  clearings  and  cur- 
rency, would  have  presented  a different 
appearance.  They  would  be  scarcely  if 
any  above  the  bottom  figures  of  the  1920 
inflation  period. 

When  can  we  afford  to  let  this  gold 
go?  If  the  safe  experience  of  thirty- 
one  years  is  a guide,  certainly  not  till 
the  ratio  of  gold  to  the  credit  expres- 
sions we  have  used  rises  to  something 
Uke  the  figures  that  have  carried  us 
through  all  these  years.  Shall  we  be  con- 
tent to  see  a still  further  decline  in  loans 
and  a reduction  in  the  volume  of  busi- 
ness as  expressed  by  clearings?  Will  we 
profit  materially  by  a further  curtail- 
ment in  currency  circulation?  These  con- 
ditions spell  continued  hard  times,  and  a 


TABLE  C. 

Analgsis  of  the  United  States  Banking  Position 

All  Banks:  National,  State,  Trust  Companies,  Private,  Savings, 
and  Federal  Reserve  Centrals 

In  Millions  of  Dollars  (000,000  omitted.) 

Percentage  Gold  to 

Clearlnga. 

Stock  or 
Gold. 

CIrculsUoD. 

..... 

Cleartn*.. 

1890 

1896 

1900 

1905 

1910 

1916 

1916 

1917 

1918 

1919 

1920 

1921 

3,592 

6,513 

9,048 

12,496 

16.782 

17,984 

21.376 

24,665 

27,682 

32,872 

29,794 

68,846 

50,976 

84.682 

140,592 

168.986 

163,099 

242,236 

305,044 

320.898 

387,912 

462,920 

399,179 

696 

636 

1,034 

1,358 

1,636 

1,973 

2,461 

3,019 

3,076 

3,112 

2,708 

3,223 

1,429 

1,602 

2,066 

2,688 

3,102 

3,669 

4,024 

4,764 

6,379 

6,766 

6,086 

6,774 

48.7 

39.7 

60.4 
62.6 

62.7 
66.3 
60.9 

63.7 
67.1 
64.0 

44.5 

66.8 

19.4 

18.7 
16.0 

13.1 
12.6 

13.7 

14.1 
12.6 

11.8 
8.2 

10.8 

1.18 

1.26 

1.22 

.97 

.97 

1.21 

l.Ol 

.99 

.96 

.80 

.69 

.81 

Nearest  obtainable  figures  used.  Compared  with  Juno  30. 
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Commercial  and  Financial  Supremacy  Lies  Ahead 


By  John  Oakwood 


URRENT  develop- 
ments in  world  af- 
fairs offer  cumula- 
tive evidence  that, 
dei-pite  the  setbacks 
and  discouragements 
which  have  beset 
Anwrica’s  foreign 
trade  in  the  last 
year,  converting  a 
boom  into  almost  a catastrophe,  never- 
theless, there  lies  ahead  of  the  United 
States  an  era  of  expanding  influence 
that  is  destined  to  place  this  country  in 
a position  of  undisputed  supremacy  in 
international  commerce  and  finance. 

This  is  not  predicated  upon  the  expec- 
tation of  an  immediate  great  revival  in 
America’s  export  trade,  but  rather  upon 
more  fundamental  considerations,  such 
a.«  the  pas.sing  from  foreign  hands  to 
American  hands  of  certain  great  factors 
of  financial  control  in  world  business  af- 
fairs that  foreshadow,  in  the  long  view, 
ultimate  dominance  for  this  country. 

Daring  the  war,  when  England  was 
engrossed  with  a battle  for  existence, 
and,  after  the  armistice,  white  she  was 
still  war  exhausted,  it  was  easy  to  say 
that  dollar  exchange  was  usurping  the 
place  of  sterling,  and  that  New  York 
would  dethrone  London  as  the  financial 
centre  of  the  world.  But  with  the  failure 
of  America  in  the  early  reconstruction  pe- 
riod to  take  a firm  grip  on  the  situation, 
and  to  form  great  foreign  financing  and 
trading  organizations  in  realization  of 
her  new  position  in  world  business,  and 
with  the  phenomenal  recovery  in  inter- 
national trade  position  of  England  dur- 
ing 1920,  it  became  more  the  style  to  say 
that  American  supremacy  had  been  but 
the  temporary  outcome  of  special  war 
and  post-war  conditions,  and  that  Eng- 
land's entrenched  position  was  impreg- 
nable. Our  foreign  trade  collapse  seemed 
But  it  most  be  remembered  that  the 
events  of  the  three  j*ears  siiKe  the  war 
represent  but  short-time  fluctuations, 
and  that  looking  at  things  in  the  long 
run  no  final  conclusions  can  be  drawn 
as  to  America's  future  in  world  business 
affairs  on  the  basis  of  what  has  taken 
place  since  the  aiTnistice.  In  England,  in 
fact,  the  failure  of  that  country  to  main- 
tain this  year  the  progress  achieved  in 
1920  in  recovering  her  position  of  su- 
premacy in  world  trade  has  given  rise 
to  outspoken  anxiety. 

It  has  become  evident  that  leadership 
will  not  fall  again  to  England  merely 
by  natural  right,  and  that  if  she  is.  to 
regain  and  maintain  her  place  it  roust 
be  by  triumphing  over  harder  competi- 
tion than  ever  before  confronted  ber,  and 
at  a time,  too,  when  she  is  not  so  advan- 
tageously situated  to  meet  it.  Indeed, 
there  are  even  those  in  England  who 
fear  that  this  year’s  reaction  in  Great 
Britain's  course  of  recovery  not  merely 
is  a phase  of  the  general  world  depres- 
sion, but  really  foreshadows  the  opening 
of  a new  business  era  in  vdiich  the  lead- 
ership is  to  slip  sway  from  England 
and  come  to  the  United  States. 

As  to  America,  it  may  be  said  that  the 
foreign  trade  booms  of  the  war  and  post- 
war period  were  not  economically  sound 
to  the  extent  that  they  were  based  on 
special  and  temporary  conditions.  But 
while  it  may  be  questioned  whether  these 
periods  left  behind  them  greater  net  prof- 
its or  losses,  it  cannot  be  doubted  that 
they  also  left  behind  them  an  enrichment 
in  experience  which  wiU  be  of  inestima- 
ble value  in  the  future. 

More  than  that,  if  past  history  may 
be  taken  as  instrurtive,  it  can  confT- 
dently  be  said  that  there  are  today  fun- 
damental conditions  indicating  a rising 
tide  of  prosperity  for  the  United  States, 
analogous  in  some  respects  to  the  mar- 
velous period  of  industrial  and  trade 
expansion  which  characterized  the  de- 
velopment of  England  in  the  century 
following  the  Napoleonic  wars,  making 
her  the  most  powerful  commercial  nation 
In  the  history  of  the  world. 

A brief  review  of  how  England  grad- 


ually, painstakingly  but  irresistibly, 
achieved  that  pre-eminence  will  make 
clear  what  is  meant  in  regard  to  the 
long-run  factors  that  should  carry  the 
United  Stales  forward  to  a greater  place 
in  world  trade  and  finance.  The  force 
of  these  factors  is  found  in  the  great 
tide  of  events  that  flow  in  decades  rather 
than  in  the  violent  but  ,<w)on  spent  forces 
of  the  waves  and  backwash  stirred  up  by 
the  great  storm  of  war  during  the  last 
few  years. 

There  were  special  circumstances  that 
were  an  essential  factor  in  this  state  of 
affairs.  Following  the  defeat  of  Napo- 
leon England  emerged  as  the  strongest 
of  the  triumphant  allies  of  that  day; 
moreover,  she  hod  loaned  money  to  near- 
ly all  of  her  allies.  This  was  the  start- 
ing point  of  the  development  that  the 
Englishmen  of  those  days  scarcely 
dreamed  of. 

A T the  .same  time  England  enjoyed 
these  war-born  advantages,  Eng- 
lishmen were  establishing  her  trade  in 
many  remote  parts  of  the  world,  the 
profits  of  which  brought  gold  and  sil- 
ver flowing  into  England.  With  this  ac- 
cumulation of  precious  metal  she  adopted 
the  gold  standard.  England  thereupon, 
alone  of  all  countries  in  the  world,  had 
stable  money,  and  for  several  years  she 
alone  had  currency  with  a fixed  value. 
The  United  States  was  flooded  with  de- 
preciated Continental  money;  in  France 
currency  fluctuated  in  value  from  hour 
to  hour.  Other  great  nations  had  very 
little  metallic  circulation. 

Another  analogous  factor  between  the 
position  of  England  at  that  period  and 
of  the  United  States  today  was  her  rel- 
ative detachment  from  the  complications 
of  Continental  European  nations.  While 
.smaller  wars  and  revlutioms  continued  to 
stunt  the  growth  of  the  countries  on  the 
Continent,  Great  Britain  was  able  to 
devote  her  attention  to  building  up  ber 
industries,  commerce  and  international 
finance. 

During  this  period  the  industrial  revo- 
lution carried  England  forward  far  be- 
yond the  leach  of  other  nations  in  the 
race  for  world  trade  supremacy,  for  Eng- 
land was  the  most  progressive  in  devel- 
oping machinery  in  the  manufactures,  be- 
coming a great  importer  of  raw  mate- 
riaL«  and  exporter  of  finished  products. 
Her  political  expansion  braadened  and 
strengthened  her  markets  for  this  out- 
put. These  world  currents  of  goods  and 
resulting  credits  centring  in  Great  Brit- 
ain created  the  great  financial  channels 
for  the  trading  operations  of  all  nations, 
so  that  merchants  in  remote  countries 
found  their  business  best  facilitated  by 
dealing  through  London,  a seller  to  the 
United  Stales  even  demanding  payment 
in  sterling  rather  than  in  dollar  ex- 
change because  of  the  more  general  ac- 
ceptance and  easier  negotiability  of  the 
former. 

Particularly  important  as  a factor  in 
this  was  the  unrivaled  development  by 
England  of  steamships,  making  her  the 
common  carrier  of  the  world.  Thus  Eng- 
land was  able  both  to  transport  the 
wares  of  other  nations  more  cheaply 
and  efficiently  than  they  could  do  it 
themselves,  and  also  to  finance  for  their 
merchants  the  transactions  involved.  At 
the  outbreak  of  the  World  War  England 
.controlled,  directly  and  indirectly,  about 
76  per  cent,  of  the  world’s  mercantile 
marine.  Other  nation.s  were  dependent 
upon  England  to  move  their  goods  to 
market. 

Equally  absolute  was  England's  con- 
trol of  international  finance,  since  the 
greatest  accumulation  of  funds  for  com- 
mercial and  investment  purposes  in  the 
world  wa.s  in  London.  Surplus  funds 
from  all  nations  found  their  way  there, 
and  their  application  was  entirely  under 
the  control  of  the  great  British  bankers. 
Britain  coupled  this  great  financial  pow- 


er directly  with  the  interests  of  her  man- 
ufacturers and  exporters.  A prerequisito 
to  a foreign  loan  in  London  was  invaria- 
bly that  at  least  76  per  cent,  of  the 
amount  borrowed  be*  spent  for  purchas- 
ing goods  manufactured  in  England  or 
be  used  in  some  manner  advantageous 
to  Briti.sh  trade.  Thus  a foreign  loan  al- 
ways brought  business  to  England,  and 
it  must  be  remembered  in  this  connection 
tliat,  since  the  London  money  market  was 
the  only  place  where  large  borrowers 
could  alway.s  be  sure  of  accommodation, 
they  wore  virtually  compelled  to  do  busi- 
neiei  with  England.  Furthermore,  Brit- 
ish trade  WO.S  facilitated  by  the  fact  that 
English  exporters  could  grant  better 
credit  terms  to  foreign  buyers,  since  they 
were  always  sure  to  bo  able  to  discount 
the  resulting  credits  in  the  London  ac- 
ceptance market,  always  in  ample  funds. 

But  England  today  is  conscious  of  the 
fact  that  the  war  hos  materially  weak- 
ened, in  favor  of  the  United  States,  the 
strength  of  her  position  thus  pictured. 
Today  the  United  States  is  tlic  only  coun- 
try in  the  world  on  a real  gold  standard, 
more  than  half  of  the  world’s  monetary 
gold  supply  being  centied  here.  Also 
England's  premier  position  as  the  world’s 
greatest  creditor  nation  has  passed  to  the 
United  States,  with  the  result  that  dol- 
lar exchange  ha-s  become  as  well  known 
as  sterling,  and  its  stability  and  position 
in  the  foreign  exchanges  has  made  it 
even  more  demanded  and  negotiable. 
Again,  although  Great  Britain  is  still  in 
control  of  the  largest  mercantile  marine, 
the  United  States  has  been  placed  in  a 
position  of  challenging  that  supremacy 
as  a result  of  the  great  mercantile  ma- 
rine of  which  this  country  found  itself 
possessed  as  an  aftermath  of  the  war. 

Industrially  the  United  States  is  both 
producer  of  raw  material  and  manufac- 
turer of  finished  products,  and  has  par- 
ticularly taken  the  forefront  in  the  most 
important  phase  of  present-day  indus- 
trial development,  namely,  standardized 
nnd  quantity  production  methods.  Final- 
ly, the  experiences  of  the  war  and  post- 
war period  have  started  the  United 
State.<  to  accumulating  for  herself  a vast 
store  of  knowledge  and  information  in 
the  trade  of  the  world  that  was  so  essen- 
tial a part  of  England’s  commercial 
strength. 

TN  addition  to  these  changes,  external 
to  Great  Britain,  there  have  been 
important  changes  within  her  own  com- 
mercial, indu.sirial  and  social  life  which 
have  seriously  affected  her  ability  to 
rule  the  commercial  world  as  formerly. 

A leading  British  commercial  journal  re- 
cently lamented  that,  in  view  of  the  signs 
of  a revival  of  trade  in  Europe,  " it  is 
a pity  that  at  such  a time  Great  Britain 
should  be  adding  to  the  artificial  bar- 
riers by  means  of  the  Safeguarding  of 
Industrie.”  act,  the  scventy-threc-page 
schedule  of  which  ha.s  just  b^n  issued 
to  remind  traders  here  of  the  newly 
closed  avenues.  Inevitably  the  staple 
trades  are  the  first  to  suffer  everywhere 
through  the  indiscriminate  incubating  of 
an  unnatural  industrial  progeny.  Hence 
the  signs  of  revolt  among  genuinely  na- 
tional industries  everywhere  against  pro- 
tective duties.  It  seems,  indeed,  folly  to 
add  protective  duties  to  the  barrier  to 
trade  that  already  exists  in  a favorable 
rate  of  exchange.  A favorable  rate  of 
exchange  acts  like  a natural  protective 
duty;  when  it  falls,  trade  begins  to  come 
in  ond  trade  will  come  in  when  the  ar- 
tificial protection  will  also  fall.”  Thus 
is  the  voice  of  protest  widely  raised  in 
Britain  at  the  present  defection  there 
from  the  policy  of  free  trade,  which  is 
held  to  have  been  one  of  the  great  funda- 
mentals in  e.stablishing  England’s  world- 
wide commercial  supremacy. 

Again,  by  testimony  of  Englishmen 
them.selves,  there  have  been  signs  that 


England  is  no  longer  maintaining  her 
enviable  reputation  for  supplying  the  va- 
rious nations  of  the  world  with  goods 
nearer  to  their  desires  than  any  other 
nation.  The  unpleasant  facts  stand  out,  a 
gloomy  British  commentator  recently 
said,  that,  notwithstanding  their  attach- 
ment to  British  goods  and  their  reputed 
willingness  to  pay  a little  more  for  them, 
buyci-s  in  many  of  Great  Britain's  es- 
tablished markets  are  turning  to  Amer- 
ica, whereas  for  years  they  formerly 
went  to  Great  Britain  us  a matter  of 
course. 

The  explanation,  it  was  declared,  could 
be  found  in  the  statements  of  several 
British  officials  in  Asiatic  and  African 
Governments,  who  have  reported  a seri- 
ous deterioration  in  the  .standard  British 
export  goods  and  practices,  giving  rise 
recently  to  fre-iuent  disputes  relating  to 
packing  and  badly  finished  goods,  espe- 
cially engineering  products,  and  also  in 
regard  to  high  price.s.  It  has  been  com- 
plained that  ” British  good.s  now  are 
nothing  like  their  pre-war  quality  in  any 
section.” 

rpHE  blame  for  these  conditions  in 
Britain’s  export  trade,  striking  as 
they  do  at  the  very  heart  of  her  interna- 
tional good-wil],  i.s  placed  in  part  upon 
indiscriminate  exports  by  trade  upstarts, 
attracted  to  business  in  the  boom  of  1919 
and  1920.  But  it  has  been  said  that  the 
blame  is  not  wholly  there.  Responsibil- 
ity ha.s  also  been  placed  at  the  door  of 
labor,  which  ha.s  mode  it  difficult  to  quote 
fixed  prices  or  guarantee  deliveries,  ond 
has  also,  through  inefficiency,  brought 
about  deterioration  in  quality.  British 
pessimist-s,  in  contemplating  these  facts, 
declare  that,  although  the  United  States 
has  had  to  contend  with  much  the  same 
conditioas,  ncverthdc.is,  it  is  making  no- 
table headway  in  what  were  once  almost 
exclusively  British  markets  for  many 
products. 

Of  course  too  great  emphasis  cannot 
be  placed  upon  the  difficulties  that  con- 
front the  United  States.  World  trade  su- 
premacy is  not  expected  to  be  hers  for 
the  asking,  any  more  than  it  is  to  re- 
main England’s  simply  by  force  of  world 
habit.  Not  only  with  England  will  the 
competition  for  place  be  keen,  but  the 
same  Englishmen  who  cite  the  progress 
of  America  in  British  markets  also  note 
an  invasion  there  by  Germany  and 
Japan.  The.>;e  are  contenders  with  which 
the  United  States  will  have  to  compete. 
Again,  it  cannot  but  be  admitted  that 
the  shipping  situation  in  this  country  is 
at  present  scarcely  a source  of  encour- 
agement, end  in  the  solution  of  the  prob- 
lems there  presented  depends  in  large 
measure  our  future  in  world  trade.  Fi- 
nally, although  the  advantages  of  our 
present  position  over  other  nations  are 
obvious,  and  although  the  potentialities 
for  development  arc  tremendous,  never- 
theless, they  cannot  be  fulfilled  except 
through  a general  world  revival.  Pros- 
perity for  America  cannot  be  built  out 
of  the  poverty  of  other  nations. 

But  the  very  extent  of  present  depres- 
sion measures  the  possibilities  of  our 
future  expansion  if  our  opportunity  is 
seized.  As  recently  pointed  out  by  the 
committee  of  the  Chamber  of  Commerce 
of  the  United  State.”,  appointed  to  study 
conditions  in  Continental  Europe,  the 
world  is  now  operating  on  a basis  of  less 
than  half  the  pre-war  standard,  and  the 
consumption  of  300,000,000  people  has 
been  reduced  to  30  per  cent,  of  what  it 
was  before  the  war.  There  must  inevita< 
bly  be  an  ultimate  recovery  from  these 
conditions.  But  as  also  pointed  out  by 
the  committee,  the  world  must  move  for- 
ward from  the  present  point  by  slow 
stages,  with  the  process  of  reconstruc- 
tion probably  extending  over  many  years. 

It  is  in  terms  of  this  slow  revival  that 
the  unfolding  of  America’s  new  world 
trade  position  must  be  visualized,  and 
not  in  a renewed  mushroom  growth,  such 
as  characterized  the  expansion  of  the 
war  and  post-war  period. 
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Federal  Taxation  and  Foreign 


0T  is  generally  conceded  that 
that  scheme  of  taxation  is 
best  which  disturbs  least 
the  accepted  and  familiar 
methods  of  doing  business, 
the  ideal  tax  being  one 
which  is  adjusted  easily  to 
existing  practices  rather 
than  one  which  will  compel 
business  to  sacrifice  ad- 
vantages of  organization  or  method  in 
order  to  escape  an  undue  burden  of  tax. 
It  is  doubtful,  however,  whether  it  is 
possible  to  so  frame  a law  a.s  to  avoid 
altogether  this  disturbance  when  the  gov- 
ernmental needs  arc  so  great  that  ex- 

fraordinary  revenues  must  be  raised 
hereunder.  The  present  high  rates  of 
Federal  income  and  excess  profits  taxes 
and  the  varying  methods  of  taxing  indi- 
viduals, partnerships  and  corporations, 
domestic  and  foreign,  unfortunately  have 
made  it  a vital  necessity  for  the  taxpayer 
to  consider  the  advantages  and  disad- 
vantages of  its  manner  of  doing  business 
not  from  a practical  and  economic  point 
of  view,  but  primarily  from  that  of  the 
consequent  tax  liability. 

These  observations  seem  particularly 
pertinent  in  considering  the  very  complex 
and  technical  subject  of  taxes  upon  the 
income  derived  in  part  from  American 
and  in  part  from  foreign  sources,  the 
present  law  with  respect  to  which  the 
pending  Federal  Revenue  bill  purposes 
to  change  very  radically.  Briefly  stated, 
by  the  new  bill  it  is  intended,  in  the  first 
place,  to  define  more  clearly  the  meaning 
of  the  word  " sources " as  applied  to 
income  derived  from  sources  in  this 
country,  and,  in  the  second  place,  to  put 
those  individuals,  whether  citizens  or  res- 
ident aliens,  and  domestic  corporations 
that  derive  a large  part  of  their  income 
from  foreign  sources  and  from  the  con- 
duct of  a trade  or  business  without  the 
United  States,  on  a basis  for  tax  pur- 
poses similar  to  that  of  non-resident  alien 
individuals  and  foreign  corporations. 
These  latter  are  taxable  by  the  United 
States  only  on  income  derived  from 
American  sources. 

Legally  speaking,  as  to  citizens,  resi- 
dent alien  individuals  and  domestic  cor- 
porations, a sovereign  has  jurisdictional 
power  to  tax  all  income  from  whatever 
source  derived;  the  Federal  Revenue  act 
of  1918  exercises  such  jurisdiction,  with 
certain  qualifications,  to  the  fuU  extent 
But  as  to  non-resident  aliens  and  foreign 
corporations  a sovereign  has  no  sudi 
power,  and  it  may  impose  taxes  only 
on  the  basis  of  property  held  or  action 
taken  within  its  territorial  boundaries. 
The  present  act  purports  to  tax  foreign 
corporations  only  upon  " income  derived 
from  sources  within  the  United  States.” 
This  provision,  apparently  .simple  and 
practical,  raises  some  very  difficult  and 
important  questions. 

Where  a foreign  concern  buys  or  man- 
ufacture.'. afticles  which  it  sells  within 
the  United  States,  or  undertakes  other 
transactions  all  stages  of  which  are  per- 
formed within  the  United  State.s,  the  in- 
come is  derived  clearly  from  sources 
within  the  United  States  and  is  taxable. 
But  where  certain  stages  only  of  the 
transaction  take  place  within  the  United 
States  and  others  take  place  abroad,  a 
closer  analysis  of  the  legislative  provi- 
sion is  rendered  necessary.  Thus  a for- 
eign company  may  manufacture  or  buy 
goods  within  the  United  States,  but  make 
all  sales  abroad.  Another  foreign  com- 
pany may  buy  or  manufacture  all  its 
goods  abroad,  but  sell  them  within  the 
United  States  by  correspondence  or  by 
established  agencies.  Title  may  pass  or 
payment  may  be  made  cither  in  the  Unit- 
ed States  or  abroad.  It  seems  dear  that 
to  some  extent,  at  least,  each  of  these 
companies  has  derived  income  from 
” sources  ” within  the  United  States.  But 
it  seem.s  equally  clear  that  the  profits 
from  these  transactions  are  not  entirely 
derived  from  " sources  within  the  United 
States.”  To  what  extent  should  such 
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companies  be  taxed,  or  should  they  be 
taxed  at  all?  Should  any  distinction  be 
made  on  the  basis  of  the  nature  of  the 
activity  in  this  country?  Should  the  place 
of  consummation  of  the  transaction  gov- 
ern, and,  if  so,  should  the  passage  of 
title,  delivery  of  the  goods  or  payment  of 
the  purcha.se  price  be  determinative? 

The  Revenue  act  of  1918  provides  that 
” in  the  case  of  a foreign  corporation 
gross  income  includes  only  the  gross  in- 
come from  sources  within  the  United 
States,  including  • • • all  amounts 
received  (although  paid  under  a contract 
for  the  sale  of  goods  or  otherwise)  rep- 
resenting profits  on  the  manufacture 
and  disposition  of  good.<;  within  the  Unit- 
ed States.”  The  Treasury  Department  by 
regulation  had  apparently  construed 
this  to  include  “ profits  on  the  manufac- 
ture or  disposition  of  goods  within  the 
United  States.”  Under  this  interpreta- 
tion a foreign  concern  manufacturing 
goods  in  this  country  for  sale  abroad 
would  be  taxed  upon  the  profits  there- 
from. 

fFHE  question  of  the  correctness  of  this 
construction  was  submitted  by  the 
Secretary  of  the  Treasury  to  the  Attor- 
ney (kneral,  and  on  Nov.  3, 1920,  he  ren- 
dered an  opinion  reaching  a csnclusion 
contrary  to  that  embodied  in  the  regula- 
tion above  mentioned.  Five  situations 
were  considered  and  determined  therein: 

(1)  In  the  case  of  a foreign  corporation 
operating  a sawmiU  and  purchasing  logs 
in  the  United  States,  all  of  the  products 
being  shipped  abroad  and  there  .«o1d,  it 
wa.<  held  that  the  corporation  was  not 
taxable  on  the  profits  derived  therefrom; 

(2)  a similar  conclusion  was  reached  as 
to  foreign  cotton  merchants  and  impor- 
ters who  had  a branch  office  in  Texas 
solely  for  the  purchase  of  cotton,  all 
sales  being  consummated  abroad;  (3) 
likewise,  where  a foreign  commission 
merchant  maintained  an  American  agen- 
cy in  New  York  soliciting  trade  abroad 
the  income  from  the  transactions  was 
held  non-taxable;  (4)  on  the  other  hand, 
where  a foreign  corporation  bought  and 
manufactured  merchandise  abroad  and 
sold  it  to  or  through  a New  York  cor^ 
poration  the  endre  profits  were  held  tax- 
able as  being  " income  from  sources  with- 
in the  United  States”;  (5)  similarly,  an 
English  steamship  company,  with  no  of- 
fice in  the  United  States,  was  held  tax- 
able on  income  from  traffic  orignnating 
within  the  United  States. 

Apparently  this  opinion  draws  a dis- 
tinction between  the  sale  or  disposition 
of  merchandise  and  the  sale  of  services. 
Where,  os  illustrated  by  the  steamship 
cose,  the  transaction  involves  continuous 
rendition  of  services  starting  within  the 
United  States  the  entire  income  therer 
from  is  taxed.  On  the  other  hand,  when 
goods  are  involved,  taxability  depends 
upon  the  place  of  sale  or  disposition; 
there  must  be  a consummation  of  the 
transaction,  a realization  or  accrual  of 
income  within  the  United  States  before 
the  tax  will  apply  to  a foreign  concern. 
No  matter  how  extensive  the  activities 
abroad  or  how  slight,  comparatively,  the 
activity  in  this  country,  if  there  is  a sale 
here  the  tax  applies.  It  will  be  noted 
that  all  or  none  of  the  income  from  such 
transactions  is  taxed.  It  is  difficult  to 
see  any  legal  reason  for  a distinction 
between  goods  and  services  as  a basis 
for  the  tax.  Even  more  questionable  is 
such  a distinction  from  an  administra- 
tive standpoint.  In  many  cases  both  ser-  , 
vices  and  commodities  are  involved,  as 
where  goods  are  manufactured  upon  the 
particular  specifications  of  the  buyer. 
As  the  question  was  not  involved  or  dis- 
cussed in  this  opinion,  its  solution  is 
problematical.  The  adoption  of  such  an 
impracticable  distinction  and  the  refusal 
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to  allocate  income  to  the  various  sources 
effect  results  which  obviously  are  in- 
equitable, although  they  may  be  war- 
ranted by  the  language  of  the  act  of  1918. 

But  the  soundness  of  the  opinion  is  ar- 
guable at  least,  both  from  the  legal  and 
the  economic  standpoint,  as  well  as  on 
the  broader  grounds  of  practical  justice 
and  good  policy.  Where  a material  por- 
tion of  the  activities  of  a foreign  con- 
cern leading  up  to  the  realization  of  prof- 
it by^ale  or  other  disposition  takes  place 
in  the  United  States,  are  not  these  ac- 
tivities such  a “ source  ” of  the  income 
as  would  justify  its  taxation  here?  There 
are  no  express  qualifications  in  the  leg- 
islative provisions;  any  limitations  that 
may  be  implied  mu.<it  depend  upon  com- 
mon sense  and  practical  considerations. 
As  a matter  of  policy  there  would  seem 
to  be  no  persuasive  reasons  for  making 
the  taxability  turn  upon  the  nature  of 
the  business  activities  within  this  coun- 
try, since  all  look  to  the  United  States 
for  protection.  It  would  seem  more  rea- 
sonable to  make  the  materiality  or  ex- 
tent of  the  activities  the  criterion. 

On  the  other  hand,  it  seems  unfair  to 
tax  all  the  income  from  such  transactions 
when  the  income  is  due  only  in  part  to 
business  activities  in  this  country.  It 
would  be  more  equitable  to  allocate  the 
income  to  the  various  sources,  and  to  tax 
only  such  a proportion  of  the  income  as 
may  be  fairly  referable  to  sources  vrith- 
in  the  United  States.  This  would  lead  to 
great  administrative  difficulties,  but  it 
is  important  to  note  that  Section  238  of 
the  act  of  1918  provides  for  just  such  an 
allocation  with  respect  to  deductions  and 
credits  allowed  to  foreign  corporations. 
Such  a basis  of  allocation  is  expressly 
authorized  by  the  income  tax  laws  in 
several  of  the  States. 

rPHE  law  us  thus  construed  would  have 
important  economic  effects.  If  for- 
eign, cui-porations  are  to  be  taxed  upon 
only  such  income  as  is  derived  from  sales 
or  transactions  consummated  within  the 
United  States  they  will  undoubtedly 
be  able  to  arrange  to  have  title  pass  or 
payment  made  elsewhere.  An  English 
corporation,  for  instance,  may  buy  or 
manufacture  goods  within  the  United 
States  for  sole  in  England,  and  easily 
avoid  the  income  and  excess  profits  tax 
here.  An  American  coB*oration,  buying 
or  manufacturing  such  goods  for  sale 
abroad,  would  have  to  pay  not  only  the 
Federal  tax  (since  a domestic  corpora- 
tion is  taxable  here  on  its  income  from 
whatever  sources  derived),  but  would 
ab;o,  under  this  theory  of  sources,  if  ap- 
plied abroad,  be  subject  to  a second  tax 
upon  the  entire  income  from  the  transac- 
tion. Clearly,  domestic  corporations  en- 
gaged in  exports  are  put  at  a disadvan- 
tage  by  this  exemption  extended  to  for- 
eign corporations.  American  exporting 
companl^  are  already  severely  handi- 
capped by  our  tax  laws.  Thus  an  Amer- 
ican company  doing  business  in  South 
America  must  not  only  pay  the  foreign 
taxes,  but  is  also  taxed  here  on  all  the 
income  derived  from  such  business.  Eng- 
land, on  the  other  hand,  is  much  more 
liberal  in  relieving  from  tax  English  cor- 
porations operating  entirely  abroad. 
American  companies  doing  business  in 
England  pay  a tax  on  their  income  to 
both  countries,  which  is  disastrous  in 
Competition  with  English  concerns.  True, 
such  a taxpayer  is  allowed  a credit 
against  its  Federal  income  tax  for  the 
amount  of  taxes  paid  to  a foreign  coun- 
try upon  income  from  “sources  " within 
such  country,  but  often  this  does  not 
avoid  additional  taxes.  It  is  interesting 
to  speculate  what  the  result  to  the  tax- 
payer would  bo  if  the  foreign  country 
should  adopt  a definition  of  “ sources  ” 
at  variance  with  that  suggested  in  the 
Attorney  (teneral’s  opinion.  For  exam- 
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pie,  if  it  should  tax  American  companies 
on  their  income  from  goods  merely  pur- 
chased or  manufactured  there  but  sold 
in  the  United  States,  it  b difficult  to  see 
how  the  taxpayer  could  obtain  any  credit 
whatever  on  its  Federal  income  tax  in 
view  of  our  construction  of  the  word 

The  law  as  thus  interpreted  has  the 
practical  effect  of  a protective  tariff 
in  that  it  severely  taxes  foreign  com- 
panies disposing  of  merchandise  in  the 
United  States.  But  it  also  has  the  effect 
of  indirectly  penalizing  exports,  in  that 
it  renders  competition  with  foreign  com- 
panies very  difficult. 

No  one  expects  a taxing  system  to  be 
perfecL  Where  intereountry  commercial 
transactions  are  involved,  real  equity 
could  be  obtained  only  by  uniformity  of 
taxes  and  credib.  With  commercial  pol- 
icie.s  and  economic  conditions  varying  in 
each  country,  such  international  concord 
seems  Utopian. 

Nevertheless,  the  United  States  should 
attempt  to  work  out  its  own  tax  system 
so  as  to  effect  rough  justice  for  all,  if 
possible,  but  in  any  event  so  as  to  avoid 
shackling  its  own  industries. 

Despite  the  administrative  difficulties 
necessarily  involved,  tbb  problem  should 
probably  be  worked  out  on  the  basis  of 
allocation  of  income  to  the  various 
sources  and  the  tax  imposed  according- 
ly. The  statute.s  of  various  States,  no- 
tably Wisconsin,  Virginia  and  Connecti- 
cut, have  adopted  this  scheme,  which 
seems  to  be  satisfactory  in  practice.  Cer- 
tainly the  inequity  of  the  present  sys- 
tem merits  a careful  consideration  and  at 
least  justifies  the  experiment 

The  pending  Revenue  bill  as  introduced 
in  the  Senate  to  a large  extent  meets 
many  of  the  objections  mentioned  above. 

In  order  to  put  individuals,  citizen  or 
resident,  and  domestic  corporations  en- 
gaged largely  in  foreign  trade  on  a more 
nearly  equal  footing  with  foreign  cor- 
porations the  new  bill  purpo.ses  that  such 
individuab  and  corporations  shall  be  tax- 
able only  on  income  derived  from  sources 
within  the  United  States.  To  obtain  the 
benefit  of  this  provision,  however,  two 
conditions  must  concur:  (1)  80  per  cent, 
or  more  of  their  gross  income  for  the 
three-year  period  ending  with  the  close 
of  the  taxable  year  (or  for  such  lesser 
period  as  they  were  in  business  or  in 
existence)  most  be  derived  from  sources 
without  the  Uilitcd  States,  and  (2)  50 
per  cent  or  more  of  their  income  for 
.«Qch  period  must  have  been  derived  from 
the  active  conduct  of  a trade  or  business 
without  the  United  States. 

plOR  the  purpose  of  this  provision,  and 
also  for  the  purpose  of  taxing  foreign 
corporations,  income  is  to  be  treated  as 
“income  from  sources  within  the  United 
States " to  the  extent  that  it  includes 
any  of  the  following:  (a)  Interest  on 
bonds,  notes  or  other  interest-bearing  ob- 
ligations of  residents,  corporate  or  oth- 
erwise (with  certain  exceptions) ; (b) 
dividends  of  domestic  corporations  and 
of  foreign  corporations  deriving  a sub- 
stantial income  from  this  country;  (c) 
rentals  or  royalties  from  property  locat- 
ed in  the  United  States  or  for  the  priv- 
ilege of  using  property  in  the  United 
States;  (d)  gains  from  the  sale  of  real 
property  in  the  United  States.  The  Com- 
mis.'iioncr  is  authorized  by  regulation  to 
prescribe  rules  for  making  proper  allo- 
cation of  income,  expenses,  tosses  and  de- 
ductions to  sources  within  and  without 
tlie  United  States,  respectively. 

The  proposed  act  then  continues: 
“Gains,  profits  and  income  from  (1) 
transportation  or  other  services  rendered 
partly  within  and  partly  without  the 
United  States,  or  (2)  from  the  sale  of 
personal  property  produced  (in  whole  or 
in  part)  by  the  taxpayer  within  and  sold 
wi^out  the  United  States,  or  produced 
(in  whole  or  in  part)  by  the  taxpayer 
without  and  sold  within  the  United 


THE  ANNALIST 


New  York,  Monday,  October  17,  1931 


States,  shall  be  treated  as  derived  partly 
from  sources  within  and  partly  from 
sources  without  the  United  States.  Gains, 
profits  and  income  derived  from  the  pur- 
chase of  personal  property  within  and 
its  sale  without  the  United  States,  or 
from  the  purchase  of  personal  property 
without  and  its  sale  within  the  United 
States,  shall  be  treated  as  derived  en- 
tirely from  the  country  in  which  sold.” 
This  distinction  between  goods  pro- 
duced and  sold  and  goods  purchased  and 
sold  doubtless  will  add  greatly  to  the 
difficulty  of  administering  the  law.  It  is 
a distinction  which  is  not  made  by  the 
Attorney  General  in  the  opinion  above 


mentioned,  and  does  not  appear  to  bo 
required  by  any  constitutional  considera- 
tion. From  an  economic  standpoint  the 
activities  incident  to  the  purchase  of 
goods  may  be  quite  a.s  extensive,  variod 
and  substantial  as  those  incident  to  tho 
production  of  goods.  A sounder  rulo 
would  seem  to  be  to  require  allocation 
in  the  caso  of  purchase  and  sale  as  well 
as  in  the  case  of  production  and  sale. 
This  also  would  icmove  the  temptation 
to  evade  the  law  where  the  place  of  sale 
of  goods  purchased  is  made  the  criterion 
of  taxation. 

The  proposed  law  would  leave  many 
difficult  questions  for  interpretation,  but 


it  is  decidedly  an  advance  over  the  pro- 
visions of  the  1918  act  as  now  intor- 
pretod. 

From  a practical  .standpoint  the  rea- 
sons in  favor  of  such  a change  in  the 
law  aro  very  persuasive.  As  stated  in 
the  report  of  the  Senate  Finance  Com- 
mittee of  Sept.  26: 

“ Under  existing  law  an  American  cit- 
lEcn  or  domestic  corporation  Is  taxed  upon 
his  or  its  entire  income,  even  though  all 
of  it  is  derived  from  business  trans- 
acted witliout  the  United  States.  This  re- 
sults in  double  taxation,  places  American 
business  concerns  at  a serious  disadvan- 
tage in  the  competitive  struggle  for  for- 


eign trade,  encourages  American  corpor- 
ations doing  business  in  foreign  count- 
tries  to  surrender  their  American  char- 
tors  and  incorporate  under  the  laws  of 
foreign  countries,  results  in  serious  ad- 
ministrative difficulties  with  respect  to 
tho  collection  of  taxes  due  from  indi- 
viduaLs  resident  In  foreign  countries,  and 
encourages  American  citizens  to  expa- 
triate them.'telves.'* 

It  is  believed,  therefore,  that  tho  enact- 
ment of  the  proposed  provisions  will 
prove  to  be  a strong  contributing  factor 
in  the  rovivul  of  foreign  trade,  a matter 
of  vital  importance  to  the  business  inter- 
ests of  this  country  at  the  present  time. 


The  Decline  of  Gold  as  a Credit  Base 


year  of  hard  times  has  satisfied  most 
of  us. 

The  war  exercised  a most  potent  in- 
fluence upon  every  economic  principle. 
Uany  previously  accepted  theories  have 
already  found  places  in  the  discard,  and, 
althon^  nobody  except  wild-eyed  theo- 
rists and  dreamers  believe  in  the  aboli- 
tion of  gold  as  a money  base,  yet  there  is 
plenty  of  evidence  that  it  no  longer  ex- 
ercises the  potent  influence  over  credits 
as  heretofore.  There  is  not  a financier 
or  economist  in  the  land,  who,  if  asked 
seven  years  ago,  would  not  have  said  that 
nothing  short  of  ruin  could  result  from 
piling  up  the  enormous  debts  that  now 
saddle  the  world;  they  would  have 
promptly  told  us  that  there  was  not 
gold  enough  nor  wealth  enough  to  .^p- 
port  such  figures.  But  that  the  status  of 
gold  had  materially  suffered  as  a result 
of  the  war  is  evidenced  by  the  following 
figures  in  Table  D : 


Gold  Reseroee  Per  Dollar  of 

National  Debts  Before 

and  After  the  War 

1914. 

1918. 

...$0327 

$0,084 

...  0.096 

0.009 

...  0.123 

0.0  8 

Italy  

...  0.096 

0.019 

...  0.176 

0.015 

Germany  

...  0.096 

0.012 

This  table  seems  to  make  it  clear  that 
the  international  financial  world  recog- 
nizes no  fixed  ratio  that  must  exist  be- 
tween gold  and  national  debts,  the  ratio 
having  decreased  to  practically  a tenth 
of  that  existing  before  the  war.  That 
there  are  all  kinds  of  theories  afloat  of 
tiie  expansive  influence  upon  credits  of 
gold  is  evidenced  by  the  following  ex- 
tract from  a market  letter  recently  sent 
out  by  a New  York  banking  house  (July 
14,  1921): 

As  our  credit  system  is  based  on 
gold,  every  new  dollar  that  comes  to 
our  banlm  increases  our  potential 
credit  a maximum  of  $80.  In  other 
words,  the  $340,000,000  of  gold  which 
has  been  receiv^  tnis  year  means  an 
increase  in  our  credit  possibilities  of 
over  $10,000,000,000.  If  advantage  is 
taken  of  the  opportunity, the  immediate 
result  will  be  a lowered  interest  rate 
and  a relaxation  of  credit.  In  the  past 
every  large  movement  of  mid  to  this 
country  has  beep  followed  by  a period 
of  intense  prosperity,  and  there  is  no 
reason  to  believe  that  the  greatest  gold 
movement  will  have  different  results. 
We  have  every  confidence  that  the 
great  stream  of  gold  now  flowing  to 
America  is  not  a bad  condition,  but 
rather  feel  that  it  is  the  forerunner  of 
a period  of  prosperi^. 

An  expansion  of  credit  of  30  to  1 i.s 
rather  an  extreme  estimate.  In  the  tables 
1 have  introduced  it  will  be  seen  that  the 
credit  expansion  as  expressed  in  the  re- 


lation of  gold  to  loans  is  but  about  5 to 
1,  and  os  expressed  by  currency  circula- 
tion still  leas.  Furthermore,  I have  made 
use  of  the  entire  stock  of  gold  held  in  the 
country  in  making  comparisons,  while  it 
is  held,  with  truth,  that  gold,  so  far  as 
member  banks  are  concerned,  has  no  pow- 
er of  expansion  until  it  is  deposited  with 
the  Federal  Reserve  Bank.  I take  the 
ground,  however,  that,  although  there  is 
a large  amount  of  gold  in  this  country 
today  which  is  not  on  deposit  with  the 
Resei-ve  banks,  amounting  to  upward  of 
$CO0,(K)0,000,  it  is  practically  all  availa- 
ble for  that  purpose,  and  thus  forms  a 
potential  power  for  expansion. 

The  New  York  Federal  Reserve  Bank 
(SepL  1,  1921)  worked  out  the  ratio  of 
credit  expansion  due  to  the  gold  depos- 
ited by  a member  bank  with  a Reserve 
bank  in  which  it  states  that  $100,000  so 
deposited  will  permit  an  increase  on  an 
average  of  $1,  50,000  in  loons  and  dc- 
pasits  9f  the  member  bank,  or  11.5  to  1. 
It  makes  the  assertion,  further,  that  the 
ratio  may  increase  to  as  high  as  17.86 
to  1 for  country  banks,  to  12.94  to  1 
for  banks  in  reserve  cities,  and  to  10.30 
to  1 in  banks  in  Federal  Reserve  central 

Certain  conclusions  naturally  follow 
from  the  facts  here  assembled.  Notwith- 
standing the  depressed  conditions  now 
prevailing,  there  is  no  sign  that  business 


is  unhealthy  or  unstable,  clearly  pointing 
to  the  fact  that  gold  is  losing  some  of  the 
influence  it  formerly  had  over  credits. 
The  business  of  this  country  and  of  tho 
world  as  a whole  has  advanced  more 
rapidly  than  the  production  of  gold, 
which  is  supposed  to  stand  behind  it; 
indeed,  while  tho  volume  of  business  has 
increased,  gold  preduetion  has  declined. 
It  seems  no  longer  necessary  for  credits 
to  be  supported  with  so  large  a propor- 
tion of  gold  as  formerly,  simply  because 
the  gold  is  not  to  be  had.  ” In  the  face 
of  Europe's  monetary  position,"  we  are 
told  by  Commerce  Monthly  (October, 
192^),  it  has  been  .suggested  that  "less 
monetary  gold  is  necessary  in  Europe 
than  heretofore,  and  that,  therefore,  the 
United  States  may  not  be  called  upon 
to  return  her  surplus  stocks."  It  would 
appear,  however,  that,  so  long  as  the 
trade  balance  of  Europe  with  this  coun- 
try remains  in  its  present  distorted  con- 
dition, the  matter  of  retention  of  the  gold 
is  entirely  in  our  own  bands — to  keep 
or  to  let  go,  as  wc  please.  It  is  incon- 
ceivable, however,  that  this  country  will 
find  it  advisable  to  retain  its  huge  stock 
of  the  yellow  metal  in  its  entirety,  and 
although  we  most  grant  that  our  credit 
structure  now  requires  less  gold  to  sup- 
port it  than  formerly,  simply  because  it 
must,  there  is  no  tolling  how  long  this 
condition  will  obtain. 


The  Week  in  Canada 

Continued  from  Page  3A1 


railways  operated  daring  the  year  was 
40,139. 

No  particularly  striking  new  develop- 
ments have  taken  place  in  the  general 
business  situatioD  during  the  week.  The 
movement  of  grain  from  Western  farm- 
ers’ hands  to  elevators  continues  on  a 
much  heavier  scale  than  is  usual  at  this 
time  of  the  year.  Wheat  in  store  at  the 
devatois  at  Fort  WilUam  and  Port  Ar- 
thur at  the  dose  of -last  week  was  14,- 
000,000  bushels,  compared  with  8,000,000 
for  the  corresponding  date  of  1920.  In 
September,  according  to  Government  sta- 
tistics, the  railways  moved  30,093  cars 
of  Western  grain,  compared  with  18,750 
cars  for  the  corresponding  month  of  last 

The  report  of  the  Federal  Department 
of  Idbor  for  September  would  indicate 
that  commodity  prices  have  about 
reached  the  point  of  stability  at  approxi- 
mately 50  per  cent  above  the  figures 
ruling  immediately  before  the  outbreak 
of  the  war.  The  average  retail  price  of 
staple  foods  per  family  is  placed  at 
$11.82,  compared  with  $11.44  in  August 
and  $15.95  in  September,  1920.  Canadian 
cotton  mills  announce  an  advance  in  the 
price  of  yarns,  prints  and  staples. 

It  is  now  generally  conceded  that  lum- 
bering operations  in  the  woods  of  On- 
tario and  Quebec  this  Winter  will  be 
conducted  on  a larger  scale  than  was 
deemed  likely  a month  or  two  ago.  The 
explanation  of  this  promised  increased 
activity  is  to  be  found  in  the  marked 
drop  which  has  taken  place  in  wages,  as 
a Rsnlt  of  which  lumber  companies  esti- 
mate they  are  able  to  cut,  haul,  and  drive 
logs  to  the  mills  at  about  40  i>er  cent  of 
the  amount  paid  a year  ago. 

The  most  important  inidustrial  finan- 


cial statement  issued  in  the  past  week 
was  that  of  the  Lake  of  the  Woods  Mill- 
ing Company.  Net  profits  amounted  to 
$762,073,  compared  with  $732,232  for  last 
year,  while  cuirest  assets  amounted  to 
$4,868,321,  against  $4,659,629.  Among 
new  industrial  enterprises  is  the  starting 
of  a branch  factory  in  Hamilton,  OnL,  by 
the  Cyclone  Fence  Company  of  Wauke- 
gan, HL  This  week  a new  pulp  mill  was 
brought  under  operation  in  Cornwall, 
Ont,  by  the  Howard  Smith  Paper  Com- 
pany. Building  operations  are  being  de- 
layed in  anticipation  of  lower  costs  ulti- 
mately ruling  According  to  figures 
compiled  by  one  authority,  new  contracts 
awarded  in  September  had  an  aggregate 
value  of  but  $19,565,700,  compared  with 
$36,307,200  in  August,  and  $20,820,100  in 
September,  1920. 

The  export  trade  of  the  Dominion  con- 
tinues to  decline,  the  total  for  August 
being  $61,485,993,  against  $112,278,064 
and  $116,474,792  for  the  corresponding 
month  of  1920  and  1919,  respectively. 
Exports  to  the  United  States  had  a value 
of  $24,169,908,  against  $46,505,613  for 
the  same  month  a year  ago.  Imports 
from  the  United  States  were  $46,085380, 
agaimst  $85321307  in  August,  1920. 

The  bond  market  is  still  a centre  of 
murii  interest  The  most  important  new 
flotation  is  that  of  the  city  of  Winnipeg, 
amounting  to  $1,529,000,  which  was  sold 
to  a syndicate  comprising  Coffin  & Burr, 
New  York,  and  A.  E.  Ames  & Co.,  To- 
ronto, at  106.545  for  the  United  States 
market  The  Issue  is  of  2&-ycar  matur- 
ity and  bears  interest  at  6 per  cent  Sev- 
eral new  municipal  issues  have  been 
floated  within  the  week.  At  a meeting 
of  the  shareholders  of  the  Winnipeg 
Electric  Railway  tiiis  week,  the  guaran- 


teeing of  Manitoba  Power  Company’s 
bonds  to  the  amount  of  $7,500,000,  of  20- 
year  maturity  and  bearing  interest  at  7 
per  cent  was  authorized.  The  funds  are 
required  by  the  power  company  for  con- 
tinuing the  development  of  hydro-eiec- 
tric  energy  at  Gieat  Falls,  on  the  Win- 
nipeg River,  at  a point  about  sixty  miles 
north  of  Winnipeg.  When  completed  the 
plant  will  have  a capacity  of  168,000 
horsepower.  It  is  expected  the  work  will 
be  completed  by  1924.  ’ 

New  financing  in  Canada  during  Sep- 
tember amounted  to  $87,103,717,  against 
$11,544,432  .in  August.  That  this  large 
increase  for  the  month  is  due  to  the  at- 
tractions offered  by  the  United  States 
market  i.s  evident  from  the  fact  that  ap- 
proximately $60,000,000  of  the  total  went 
to  that  market  Of  the  total  $34350,000 
were  Government  issues,  $23,763,717  mu- 
nicipal, $25,000,000  railway  and  $4,000,- 
000  corporation. 

The  Consumers’  Gas  Company  of  To- 
ronto, having  exhausted  present  author- 
ized capital,  is  seeking  power  to  increase 
it  to  $12,000,000.  New  stock  will  only  be 
Issued  as  funds  are  required  for  new 
expansions.  The  company  pays  regularly 
a dividend  of  10  per  cent,  the  amount 
to  which  it  is  limited  under  character. 

It  is  announced  this  week  that  the  On- 
tario Government  has  definitely  decided 
to  embark  upon  State  banking.  When  at 
the  last  session  of  the  Legislature  the 
Government  obtained  authority  to  loan 
money  to  the  farmers  of  the  province,  it 
was  provided  that  the  necessary  funds 
should  be  secured  either  through  the  reg- 
ular chartered  banks  or  through  deposits 
obtained  from  the  public.  The  Govern- 
ment has  now  decided  to  adopt  the  latter 
plan,  the  banks  naturally  not  being  dis- 


posed to  grant  special  concessions  for  the 
financing  of  the  loaning  undertaking.  In 
order  to  attract  deposits  from  the  banks, 
the  Provincial  Government  will  pay  4 
per  cent,  interest,  or  1 per  cent,  more 
than  the  former.  A aimilar  plan  has 
been  in  operation  in  Manitoba  for  a year 
or  more,  where  most  of  the  money  raised 
has  been  loaned  to  farmers  on  mortgages 
of  30-year  maturity.  Last  year  no  inter- 
est was  paid  on  12  per  cent,  of  the  loans. 


Coal  Produced  in  Europe 

EUROPE'S  coal  production  in  1920 
amounted  to  448,000,000  tons,  or 
about  76  per  cent  of  the  pre-war 
production,  according  to  statistics  just 
received  by  the  Bankers  Trust  Company 
of  New  York  from  its  English  informa- 
tion service.  Great  Britain,  with  an  out- 
put of  229,532,000  tons,  produced  more 
coal  than  all  of  the  other  European 
countries  combined,  and  equaled  80  per 
cent,  of  her  pre-war  tonnage. 

Germany  was  the  .second  largest  pro- 
ducer with  69  per  cent,  of  her  1913  ton- 
nage. France,  including  the  Sarre  dis- 
trict and  Lorraine,  produced  85  per  cent 
of  her  pre-war  quantity.  Russia’s  out- 
put dropped  to  leas  than  18  per  cent  of 
the  1913  tonnage. 

The  detailed  comparisons  of  the  out- 
put of  the  principal  European  countries 
are  os  follows: 


Cool  Outiiut.  ISIS.  1S20. 

Europe  696,0^000  448,000,000 

Great  Britmn..  .287,480,000  229.632,000 

Germany  188,483,000  129,236,000 

France  40.’ 87,000  •34,163.000 

Russia  33,206,000  6,850,000 

Belgium  22,474,000  22,053,000 

Austria  16,196,000  132,000 

Czedioslovalda 103^1,000 

•Sarre  (Lorraine)  123S3|000  tons. 
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Masaryk,  Master  Builder  of  Czechoslovakia 


By  John  Walker  Harrington 


Thi»  ts  tht  first  of  several  arlieles  on 
international  fiffures  developed  hy  the 
World  H'ar. 


ated  by  God  himself,  as  Bismarck,  the 
Iron  Chancellor,  was  wont  to  call  it. 
The  days  of  Blood  and  Iron  are  comiDg 
to  a close,  and  in  the  new  day  which 
is  dawning  upon  a war-wracked  Conti- 
nent the  sun  of  the  Czechs  and  Slovaks 
is  shining  brightly.  Many  economists 
believe  that  the  nation  over  which  Pro- 
fessor T.  G.  Masaryk  so  benignly  rules 
as  life  President  is  today  the  be.st  or- 
dered State  in  Europe.  It  is  on  a firm 
foundation  of  economic  prosperity,  at 
least,  and  its  industrial  and  financial 
structure  is  being  reared  anew  under 
the  supervision  of  one  of  the  ablest  na- 
tion-builders of  a group  developed  by 
the  war.  With  the  resumption  of  trade 
relations  with  this  country  Czechoslo- 
vakia is  bound  to  loom  in  importance. 

There  seems  little  in  the  early  life  of 
Toma.s  G.  Masaryk  to  indicate  that  it 
wa.s  intended  he  should  shape  the  des- 
tinies of  the  land  of  his  birth.  Bom  of 
humble  parents  in  the  little  Bohemian 
town  of  Hodoin  on  March  7,  1850,  he 
was  sent  to  a school  at  Brno,  in  Mora- 
via, from  which  he  was  graduated  in 
1872,  following  which  he  spent  four 
fruitful  years  at  the  University  of  Vi- 
enna, studied  philosophy  at  the  Univer- 
sity of  Leipsic,  and  then  made  a tour  of 
Russia  and  Germany.  It  was  in  his  trav- 
els in  quest  of  a deeper  knowledge  of 
men  and  affairs  that  he  came  in  con- 
tact with  many  Americans  and  other 
tourists,  from  whom  he  learned  much 
concerning  the  Republic  of  the  Western 
World.  Among  those  whom  he  met  at 
this  formative  period  of  his  life  was 
Miss  Charlotte  Garrigan,  a brilliantly 
educated  American  woman,  whom  he 
married. 

His  interest  in  politics  and  economics 
WO.S  quickened  by  his  association  with 
leaders  of  thought  in  Europe,  yet  for 
years  after  that  he  was  devoted  to  the 
study  of  the  mo.st  abstract  subjects.  This 
future  Moses  of  his  people  was  like  his 
prototype  of  Judaism,  who  long  delved 
into  the  learning  of  the  Egyptians  be- 
fore he  became  the  leader  who  was  to 
guide  his  country  out  of  the  wilderness 
to  a promised  land  of  independence.  The 
year  1879  found  him  a lecturer  on  phi- 
losophy at  the  'University  of  Vienna. 
When  the  venerable  University  of 
Prague  was  divided  into  two  parts,  one 
German  and  the  other  Bohemian,  Pro- 
fessor Masaryk  went  to  the  Chair  of 
Philosophy  in  the  Czech  division  of  the 
institution  in  1882. 

He  theft  and  there  raised  the,  banner 
of  academic  freedom.  Departing  from 
the  German  ideas  represented  in  the 
vague  metaphysics  of  Kant  and  in  the 
brutal  tenets  of  Nietsche,  who  saw  only 
might  above  right  and  the  oppression 
of  the  weak  by  the  strong,  Dr.  Masaryk 
proclaimed  his  belief  in  the  conceptions 
of  the  French  and  English  school.  His 
was  the  practical,  human  philosophy  of 
Hume  and  Mill  and  Spencer. 

He  entered  politics  in  1891,  and  was 
elected  a member  of  the  Austrian  Par- 
liament for  a term  of  two  years.  This 
so  broadened  and  deepened  the  current 
of  his  life  that  from  that  day  to  this  he 
has  been  one  of  the  most  active  men  of 
his  race.  In  1900  he  founded  the  political 
party  known  os  the  Realists,  because 
they  were  inspired  by  the  precept  of  the 
founder,  *'  Pace  the  Poets.”  Here  wa-s 


practical  philosophy  applied  to  the  veri- 
ties of  everyday  life.  The  Realist  in  Bo- 
hemian politics  was  not  content  with 
meaningless  formulae,  but  demanded  the 
truth.  It  cannot  be  said  that  Masaryk 
was  ever  a politician  in  the  sense  of  a 
suave  diplomat,  for  he  never  couiled  per- 
sonal popularity.  He  warmly  espoused 
the  cause  of  the  Croats  and  Sorbs,  ac- 
cused wrongfully  of  treason.  He  defend- 
ed with  all  his  might  a Jew  who  had  been 
charged  with  ritual  murder,  and  proved 
that  the  accusation  was  baseless.  When 
he  considered  it  nt-cessary  he  establiahed 
the  fact  that  even  certain  much-treas- 
ured Czech  ballads,  .supposed  to  be  of 
great  antiquity,  were  impudent  modern 
forgeries.  He  was  sent  back  to  the  Aus- 
trian Parliament  in  1909,  and  was  a 
Deputy  there  until  1917.  when  he  was 
removed  from  his  office  because  his  ac- 
tivities abroad  were  considered  treason- 
able by  (he  Hapsburgs. 

A S one  who  always  faced  the  facts 
Professor  Masaryk  had  seen  that 
the  Austro-Hungarian  Empire  was  an 
idol  with  feet  of  clay.  He  considered 
it  merely  a g-oup  of  diverse  nations  held 
together  by  the  military  and  police  pow- 
ers of  a monarchy.  He  went  abroad  in 
1914  With  the  openly  avowed  mission  of 
freeing  his  country  from  the  iron  rule 
which  had  held  it  down  for  more  than 
three  centuries.  At  first  he  established 
himself  in  Italy,  where  he  formulated 
many  plans.  As  a professor  in  Kings 
College,  London,  he  gave  his  days  to 
teaching  and  his  leisure  and  bis  nights 
to  directing  the  Czechoslovak  movement 
in  Russia,  France  and  the  United  States. 
As  the  need  for  more  decided  action  in- 
crea.'^  Professor  Masaryk  made  his  way 
to  Russia,  where,  often  in  peril  of  his 
life,  he  carried  on  the  organization  of 
the  regiments  of  his  country  which  was 
-lOon  to  strike  for  freedom.  Passing 
through  Siberia  Dr.  Masaryk  made  his 
way  to  the  United  States,  and  for  n,onths 
earned  on  a campaign  in  thi'  couutrj’ 
in  behalf  of  his  people.  Anomalous  as 
was  the  position  of  the  Czechoslovaks  at 
the  beginning  of  the  World  War,  in 
which  they  were  enemies  in  name  to  the 
Allies  and  yet  companions  in  arms,  the 
sudden  change  in  the  life  and  the  con- 
victions of  Dr.  Masaryk  was  none  the 
less  so  in  view  of  his  previous  ideas. 
From  a man  of  peace  he  turned  into  a 
soldier  and  a leader  of  armies.  He 
that  if  the  rank  and  file  of  the  Czechs 
and  Slovaks,  often  against  their  will 
forced  Into  Austrian  regiments,  would 
willingly  risk  death  as  rebels  for  the 
cause,  he  could  do  naught  else  than  face 
the  situation  as  the  Commander-in-Chief 
of  the  army  of  the  eraaneipatioo. 

In  October,  1918,  as  soon  as  the  status 
of  Czechoslovakia  was  assured,  the  choice 
for  the  Presidency  of  the  new  republic 
feU  at  once  upon  Dr.  Masaryk,  who  at 
the  time  of  his  election  was  in  New 
York  City.  In  several  conversations  with 
the  writer  the  newly  chosen  President 
spoke  at  that  time  of  the  great  problem 
of  rehabilitating  a new-old  nation  which, 
after  having  been  riven  by  war,  had  to 
rise  out  of  the  oppression  of  300  years 
at  the  hands  of  a brutal  power.  One  of 
the  first  concerns  of  Dr.  Masaryk  was 
the  restoration  of  agriculture.  He  set 
on  foot  a movement  for  the  importation 
of  American  farm  tractors  to  facilitate 
cultivation  of  the  soil,  and  at  the  same 
time  began  a policy  of  replenishing  the 
livestock  of  the  country  by  having  milch 
cattle  and  horse.s  sent  from  the  United 
States. 

There  could  be  no  better  example  of 
the  broad  outlook  of  the  man  than  was 
furnished  by  his  active  interest  in  the 
material  welfare  of  the  republic  at  a time 
when  those  who  knew  him  only  casually 
thought  that  his  mind  was  entirely  upon 
the  broader  aspects  of  statesman^p. 


The  succ^  which  has  attended  the  ad- 
ministration of  the  professor-president 
has  been  to  a large  degree  due  to  his 
practical  grasp  of  the  financial  and  com- 
mercial requirements  of  Czechoslovakia. 
He  realized  that  the  key  to  prosperity  is 
production,  and  from  the  first  days  of 
the  new  regime,  after  having  started  the 
resumption  of  the  tilling  of  the  soil,  he 
devoted  himself  to  getting  the  ponulation 
back  into  industry.  The  true  antidote 
for  Bolshevism  he  considered  to  be  work, 
and  work  promoted  by  private  capital. 
It  was  this  foreseeing  and  masterly  pol- 
icy of  his  which  enabled  him  to  put  the 
republic  on  an  even  keel  while  other  na- 
tions were  being  tossed  hither  and  thith- 
er on  a troubled  sea  of  new  doctrines 
and  economic  experiments.  .Despite  the 
unfavorable  rate  of  exchange  the  com- 
merce of  Czechoslovakia  is  steadily  gain- 
ing, and  her  products  are  being  sent  to 
all  parts  of  the  earth.  The  routes  for  for- 
warding Bohemian  goods  to  the  United 
States  are  through  the  German  Port 
of  Hamburg,  on  the  north,  and  Trieste, 
on  the  south,  which  is  under  the  control 
of  Italy.  When  certain  canals  are  com- 
pleted, the  transportation  situation  in 
Czechoslovakia  will  be  much  improved. 

How  the  country  is  getting  back  into 
its  accustomed  commercial  channels  is 
shown  by  the  fact  that  in  the  year  1920 
the  United  States  imported  from  Czecho- 
slovakia merchandise  valued  at  $10,164.- 
627,  while  the  exports  to  the  land  over 
which  Dr.  Masaryk  rules  amounted  to 
$7,077,679.  • 

^NE  of  the  signs  of  the  coming  of 
Czechoslovakia  into  her  own  is  the 
resumption  of  the  textile  industry.  Be- 
fore the  war  the  Czechs  and  Slovaks  had 
used  American  cotton,  which,  at  the  pre- 
vailing rate  of  exchange,  would  bo  worth 
approximately  2,000,000,000  crowns.  As 
Aiherican  companies  are  not  giving  long 
credits,  the  textile  interests  of  Czecho- 
slovakia are  buying  large  quantities  of 
American  cotton  through  Hamburg  on 
six  months'  time.  Nevertheless,  the  cot- 
ton spinners  of  Bohemia  are  very  busy 
these  days,  and  are  paying  their  bills 
from  the  proceeds  of  the  sales  of  goods 
made  from  the  fibre  grown  in  the  United 
States. 

According  to  information  famished  at 
the  office  of  the  Consulate  General  of 
the  new  mid-European  republic  in  New 
York,  Czechoslovakia  is  busily  develop- 
ing her  territories,  which  are  regarded 
os  exceptionally  rich  in  natural  re- 
sources. Before  the  great  war  the  coun- 
try of  which  Dr.  Masaryk  is  now  the 
master  builder  produced  more  than  75 
per  cent,  of  the  industrial  output  of  the 
whole  Austro-Hungarian  Empire. 

The  country  has  large  mineral  depos- 
its, including  gold  and  silver  ore,  sul- 
phur earths,  iron  and  tin  ores,  graphite 
and  coal  and  lignite.  In  the  land,  con- 
sisting of  the  old  Bohemia,  Moravia,  Slo- 
vakia and  part  of  Silesia,  there  is  a wide 
variety  of  fuel  Since  1880  the  output 
of  coal  and  lignite  had  steadily  incr&ased 
until  1913,  when  the  European  war 
caused  a slump.  The  output  is  now  about 
two-thirds  of  what  it  was  before  the  hos- 
tilities with  Germany. 

The  ceramic  industries  of  Czechoslo- 
vakia are  being  much  stimulated  by  the 
present  regime,  as  the  country  has 
skilled  workmen  and  a vast  supply  of 
the  raw  materials  used  in  the  manufac- 
tui  0 of  pottery  and  glassware. 

Agricultural  had  always  been  highly 
developed  by  the  peoples  who  make  up 
the  newly  constituted  Republic  of  Cen- 
tral Europe.  The  excellence  of  Bohe- 
mian hops  and  barley,  the  large  qnanta- 
ties  of  beet  sugar  which  the  land  is  ca- 
pable of  producing,  and  the  unusual  fa- 
cilities for  getting  the  materials  for  the 
distillation  of  alcohol  and  liquors  add 


greatly  to  the  economic  importance  of 
Czechoslovakia.  The  damage  caused  by 
the  war  is  being  rapidly  repaired,  the 
soil  is  being  fertilized,  and  the  able- 
bodied  men  who  were  mobilized  for  war 
are  getting  the  farms  and  estates  back 
to  their  former  productivity.- 

As  Dr.  Masnryk  has  always  been  an 
active  advocate  of  education,  the  train- 
ing of  the  young  farmers  of  the  repub- 
lic is  being  conducted  on  broader  lines 
than  it  was  before  .the  world  conflict. 
More  than  two-thirds  of  the  agricultu- 
ral schools  in  the  former  territory  of 
Austria  were  situated  within  the  Czech 
boundaries,  from  which  more  than  four- 
fifths  of  the  students  were  gathered,  al- 
though it  happened  that  there  was  not 
one  agricultural  school  in  Slovakia.  It 
was  recently  announced  that  under  the 
republic  the  number  of  popular  courses 
in  agriculture  had  been  increased  from 
46  to  133.  Many  new  agricultural  pub- 
lications have  been  started,  lectures  arc 
being  given  in  the  agricultural  districts, 
and  many  exhibitions  of  farm  products 
and  methods  of  agriculture  have  been 
arranged. 


■^EXT  in  importance  to  agriculture  is 

s the  leather  industry,  for  the  tanning 
and  dressing  of  hides  constitutes  one  of 
the  principal  national  industries.  There 
are  260  leather  factories  in  the  repub- 
lic, which  employ  10,000  workers,  who  tan 
about  150,000  raw  hidas  weekly,  and  re- 
cently there  have  been  large  advances 
in  the  manufacture  of  kid  and  box  calf 
for  export  The  manufacture  of  boots 
is  another  large  item  in  the  activities 
of  the  new  republic;  40,000  workmen  in 
70  towns  of  Bohemia  and  Moravia  are 
credited  with  producing  annually  41,- 
000,000  pairs  of  footgear.  It  is  also 
shown  that  40,000  operators  make. an  an- 
nual output  of  1,250,000  dozen  pairs  of 
gloves,  of  which  fully  three-fourths  are 
exported  to  Germany  and  England. 

Fully  realizing  the  immense  resources 
of  Czechoslovakia  in  agriculture,  mining 
and  the  industries,  Dr.  Masaryk  has 
been  devoting  much  of  his  energy  to 
preserving  an  even  balance  in  the  polit- 
ical parties  which  will  permit  their  com- 
plete development  This  is  a task  for  a 
diplomat  and  tolerant  and  broad-minded 
student  of  affairs  such  as  he,  for  the 
political  situation  in  Czechoslovakia  is 
an  involved  one,  as  often  there  are  half 
a score  of  parties  in  the  field. 

There  is  a People's  Party,  Catholic  in 
tone,  which  is  in  reality  a clerical  par- 
ty; there  are  several  kinds  of  Socialists, 
a Realist  Party  and  a very  active  Agra- 
rian Party.  To  conciliate  these  various 
elements  and  to  insure  a tranquil  and 
well-balanced  State  requires  one  who  has 
the  wisdom,  the  foresight  and  the  experi- 
ence to  be  to  bb  country  guide,  philoso- 
pher and  friend,  and  .vuch  is  T.  G.  Mb- 
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Oet.  12 


DIM.  U. 
Sen  FTaa’eo. 
«23«, 083,000 


Federal  Reserve  Bank  Statement 

RESOUBCEJS—  Oct.  11.1021  Oct.  5,  1921  Oct.  15,  102 

Gold  und  sold  certiflcatca 944S.9«2.0O0  ^MTO.OOO  tl02.4fl0.0C 

Cold  Bcl^ement^nd-F^eral  Reserve  Board.  426.008,000  415.17S.000  3.^,gJ.0C 

Total  gold  bcld  by  banka tS73,0«),000  1883.647.000  {061,273.00 

Gold  with  Federal  Reserve  apenta 1.732.11.1.000  l.T>6.5fa.0(i0  l,ieD.03S.0C 

Gold  rMempUon  fund 122.RIO.OOO  112.370,000  161,790, Ot 

Total  rold  reaervea {S,728.922.(H»  {2.732,509,000  {1.992.101.0C 

l.*sal  lender  notes,  silver.  «c 148.011,000  1S0.343.000  162.810.0( 

ToUl  reserves  {2.S78.033.000  {3.883,942.000  f2.ir>4,011.000 

dills  discounted:  Secured  by  U.  S.  Govern* 

ment  obligations  ^ ,502,791.000  4tB.m0O0  1.1D2.8I0.00 

Rills  bought  In  open  market 61,303,000  42,070.000  310.030, QO 

Total  bills  on  hand {],4S3,T09.000  {I.440.1P1.000  {3,093,300,00 

United  States  bonds  end  notes 33,658,000  3.5.433.UOO  26,025.00 

U.  S.  cortificates  of  Indebtedness:  One-ycar 

certificates  (Pittman  act) 102.8715.000  167,375.000  250.37S.000 

All  other  10.882,000  19,0.54.000  42.286,00- 

Tolnl  earning  assets {1,680,193.000  {1.662.033,000  {3.421,076.0(1 

Hank  premises 30,052,000  20,501.000  10.766,00 

Five  Dcr  cent,  r^ctnpllon  fund  against  Fl- 
oral Reserve  Bank  notes 8.777.000  8..<M2,00O 

An'^iher'rooui^'  le^Kiiioco  ' loiooolooo  (Coeelooo 

ToUl  resources  {5.180,332,000  {.1,157.340.000  {6.610.2.10.00 

LdAlHLlTIOS— 

Copital  paid  Id {103,070.000  {103,016.000  {97.504,(B 

Surplus  213,824.010  213.^. OW  104.745.iW 

All  other 24.400,(h«  24,170.000  33,i40 

Total  deposits — 

Ped^a^Kwrvo  OI'sm’ooo  *’ ot'to'ooo 

flablHtloa!^...'!^ 22.412.000  21.750.000  W<.4.H> 

Total  liBblllUes  iiranil 

*^scrvo*n'AeS1abmtle8*’combl^  *«-!'%  ™>®*  **■ 

notes  In  circulation  after  eelHng  aside  35  „_ 

per  cent,  against  deposit  linbllUlcs 9l,«%  W-S’fc  *46.6* 


Statement  of  Member  Banks 


ecured  by  stocks  and  bonds 


obligations.. 

iibo'^W4d); 


,(08.000 
Other  Reporting  Bank»- 
Oct  6 Sept.  SH 

{75.373,000  {76.65S.UUO 

4U.U2S.000  410,854,000 

.370.102.000  1.357,061.000 

'215!480!o0O  -''iUiSfflOOO 

24.166.000  25,706,000 

17.334.000  I8.242,0f 


17,320.000  ]36,{I17,0Q 
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Stock  Exchange  Bond  Trading 

Week  Ended  October  15  Total  Sales  $84,256,300  Par  Value 
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In  the  upper  portion  the  black  line  shows  the  closing  average  price  of  fifty  stocks,  half  industrials  and  half  railroads.  The  black  area 
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$9,563,000 

CITY  OF  DETROIT,  MICHIGAN 

5%,  5V4^o  and  51/2%  Bonds 


$3,701,000  5*i%  General  Public  Improvement  Bonds  “School  Series  of  1921." 

Maturing  serially  from  October,  1922  to  1951.  Apnl  and  October  coupons. 

1 500  000  5K*’.  General  Public  Improvement  Bonds  ‘Acquisition  of  Park  ai.d  Playground 
’ ' Sites." 

Maturing  serially  from  October.  1922  to  1951.  April  and  October  coupons. 

1.062.000  5%  General  Public  Improvement  Bonds  “School  Series  of  1920, 

Maturing  serially  from  September.  1922  to  1950.  March  and  September  coupons. 

1.300.000  5'4‘c  Public  Utility  Bonds  “Street  Railway.” 

Maturing  October  15.  1940.  April  15  and  October  IS  coupons. 

1,000,000  5I4 /o  Public  Utility  Bonds  “Street  Railway." 

Maturing  October  IS.  1942.  April  15  and  October  15  coupons. 

1,000,000  Public  Utility  Bonds  "Street  Railway.” 

Maturing  October  15,  1943.  April  IS  and  October  IS  coupons. 


We  are  advised  that  these  bonds  are  the  direct  obligation  of  the  City  of  Detroit,  exempt 
from  all  Federal  Income  Taxes  and  tax  exempt  in  Michigan  and  a legal  investment  for  Sav- 
ings Banks  and  Trust  Funds  in  New  York,  Massachusetts,  Connecticut  and  other  States. 

Principal  and  interest  payable  scmi-anr.ually  in  New  York  City  or  in  Detroit. 

Coupon  Bonds  in  denomination  of  $1,000, 
with  privilege  of  registration  as  to  both  principal  and  interest. 


officidlly  reported  the  taxable  property  in  the  City  of  Detroit  h,i«  an  .issessed  v.ilu.ition  of 
$1  85', 196, 420  while  tlie  Bonded  Debt,  including  this  issue  and  after  deducting  Water  Debt  and 
Sinking  Funds,  amounts  to  ^66.391,614,  or  less  than  of  the  assessed  v.aluaiion. 

According  to  the  Federal  census  of  1920  the  City  of  Detroit  liad  a population  of  993,739,  being 
the  fourth  largest  city  in  the  United  States. 

Haviiie  sold  more  than  two-thirds  of  the  above  Bonds,  we  offer  the  balance,  subject  to  previous 
sale  and  change  in  prices,  deliverable  when,  as  and  if  issued  ai.d  received  by  us,  as  follows: 


Maturities 
1922  to  1924 
1925  to  1929 
1930  to  1935 
1936  to  1943 
1944  to  1950 
due  in  1951 


5*^  Bonds 
to  yield  54% 
to  yield  5.30% 
to  yield  5.20% 
to  yield  5.10% 
to  yield  5.05% 


53^%  Bonds 
to  yield  5H'7o 
to  yield  5.40% 
to  yield  5.30%; 
to  yield  5.20% 
to  yield  5.15% 
to  yield  5.15% 


5»;%  Bonds 

due  in  1940  to  yield  5)4% 
due  in  1942  to  yield  SJ.s% 
due  in  1943  to  yield  5)4% 


Legality  to  be  approved  by  John  C.  Thomson,  Esq.,  New  York  City. 
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New  York,  N Y.,  October  20,  1921. 


In  the  Vanguard 

Independent  and  Standard  Oil  stocks  are  once  more  in  the 
first  line  of  advancing  prices,  accompanied  by  a noticeable 
revival  of  public  interest. 

For  the  benefit  of  the  huge  army  of  oil  stock  shareholders  we 
have  enlarged  our  FORTNIGHTLY  REVIEW^  and  in  the 
revised  edition,  just  off  the  press,  give  up-to-the-minute  in- 
formation on  the  following  companies; 


Sinclair  Cons. 
California  Pete. 
Middle  States  Oil 
Pacific  Oil 
Phillips  Pete. 


Invincible  Oil 
S.  O.  of  Indiana 
Simms  Pete. 

Texiis  Co. 

Houston  Oil 
Prairie  Oil  & Gas 


Standard  Oils  (Misc. ) 

Write  for  free  copy  of  YT-72I. 

E.  L.  WITTMEYER  & CO. 

Inveumrml  Secvritln 

42  Broadway  Teltphone  Dteui  900  New  ' 


Cosden  & Co. 

White  Oil 
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S.  O.  of  California 
AUsmtic  Lobos. 

Texas  Pac.  Coal  & Oil 
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Three  Decades 


of  Employment  Fluctuation 


5AULY  in  the  recent 
three  official 

Em  bureaus,  the  United 
y States  Bureau  of  La- 
I bor  Statistics  and 
B the  Industrial  Com- 
Bmissions  of  the 
I States  of  New  York 
J and  Wisconsin,  te- 
];an  the  collection  of 
current  fitrure.s  showing  the  fluctuation 
of  employment  from  month  to  month  in 
manufacturing  establishments.  Each  of 
these  scries  is  still  being  continued.  In 
each  case  the  data  have  been  taken  from 
the  actual  payrolls  of  a large  number 
of  cstablishment-s  and  the  figures  have 
been  published  currently.  These  employ- 
ment figure.s.  together  with  the  wage 
data  which  have  been  collected  and  pub- 
lished with  them,  have  constituted  val- 
uable indicators  of  the  uncertain  course 
of  industrial  conditions  during  and  after 
the  war.  Recently  their  value  has  been 
conspicuously  shown  by  the  fact  that 
they  have  been  found  the  only  reliable 
data  upon  the  basis  of  which  the  amount 
of  unemployment  in  the  present  depres- 
sion could  be  estimated. 


The  New  York  figure.^  have  been  car- 
ried back  to  June,  1914,  and  they  rep- 
resent over  most  of  the  period  more  than 
1,600  establishments  proportionately  dis- 
tributed geographically  and  by  industric.<> 
through  the  State.  The  Wisconsin  fig- 
ures arc  similarly  representative  of  the 
industrie.s  of  that  State.  In  both  case.s 
the  data  have  been  published  in  the  form 
of  index  numbers  showing  the  aggregate 
fluctuation  for  manufactures  as  a whole, 
os  well  as  for  individual  industries.  The 
Bureau  of  Labor  Statistics  figures  dif- 
fer from  the  State  figures  in  that  they 
have  related  over  most  of  the  period  to 
only  a few  of  the  leading  industries  of 
the  country,  and  have  come  from  only 
the  larger  establishments  in  the  laigc 
industrial  centres.  These  data  have  not 
been  published  in  the  form  of  continuous 
index  numbers,  but  the  changes  which 
h^ve  been  sbown  from  month  to  month 


By  Ralph  G.  Hurlin 

Department  of  Statistics,  Russell  Sage  Foundation 


for  the  several  important  industries 
ngrcc  in  general  with  the  changes  re- 
flected by  the  State  indexes. 

While  these  three  .series  of  employ- 
ment data  are  of  recent  origin,  similar 
figures  showing  monthly  fluctuation  of 
employment*  in  i-cpresentative  manufac- 
turing establishments  have  been  collect- 
ed in  Ma.ssachusetts  since  1880,  or  for 
more  than  three  decades.  The  Massa- 
chusetts data  have  been  collected  in  the 
course  of  a rather  complete  census  of 
manufacturing  establishments,  taken  at 
the  end  of  each  year,  and  on  this  ac- 
count neither  the  figures  for  1920  nor 
for  1921  are  yet  available.  This  long  rec- 
ord furnishes  a much-needed  basis  upon 
which  to  interpret  the  fluctuations  of 
the  recent  turbulent  years.  This  is  par- 
ticularly fortunate,  since  the  basis  of 
comparison  used  in  discussing  the  recent 
figures  has  almost  invariably  been  con- 
ditions in  1914  or  19  5,  years  which  were 
quite  abnormal  in  respect  to  employ- 
ment, owing  to  the  severe  industrial  de- 
pression which  set  in  at  the  outbreak 
of  the  war  and  continued  through  much 
of  1915. 

In  Diagram  1 the  employment  curves 
representing  the  New  York  and  Wiscon- 
sin figures  are  compared  with  the  sim- 
ilar cuiwc  for  Maiisachusetts  from  I9'4 
to  1920.  The  solid  line  in  the  diagram 
represents  the  New  York  inde.x,  in  which 
June,  1914,  i.s  taken  as  the  base  or  100 
per  cent.  An  index  for  Massachusetts 
was  computed,  using  the  figures  for  the 
same  month  as  the  best,  and  the  Wi.s- 
consin  index,  which  begins  with  Jan- 
uary, 1915,  was  converted  to  fit  the  New 
York  curve  at  that  month.  The  three 
curves  differ,  but  the  difference  is  much 
less  striking  than  the  resemblance  be- 
tween them.  All  reflect  the  long  depres- 
sion at  the  beginning  of  the  war,  the 
rapid  recovery  of  business  and  increase 


in  the  volume  of  employment  which  be- 
gan in  1916,  the  slight  depression  in 
1917,  when  the  country  entered  the  war, 
and  the  larger  one  which  came  after  the 
end  of  the  war,  in  1919.  The  three 
curves  agree  in  reflecting  the  unexpect- 
ed peak  which  followed  this  depression, 
and  the  Wisconsin  and  New  York  curves, 
continuing  into  the  present  year,  are  in 
close  accord  in  their  record  of  the  effect 
of  the  depression  of  1920-21.  The  last 
point  plotted  in  the  diagram  is  for  New 
York  for  July,  1921.  Later  figures  are 
not  yet  available,  but  the  indications  are 
that  August,  September  and  October  will 
give  numbers  higher  than  that  for  July. 
The  New  York  curve  in  July  is  at  88  on 


Diagram  1, — Comparison  of 
Employment  In- 
dexes for  Wisconsin,  New  York  and 
Massachusetts.  1914  to  1921. 


March,  1920,  and  with  100  in  June,  1914. 
It  represents  a reduction  of  30  per  cent, 
in  the  volume  of  employment  in  manu- 
facturing establishments  since  the  peak 


of  early  1920,  and  a level  of  employment 
in  July  12  per  cent,  lower  than  that  just 
before  the  outbreak  of  the  war. 

The  ebb  and  flow  of  employment  fluc- 
tuation in  manufactures  since  1889  is 
represented  in  Diagram  2.  The  heavy 
irregular  line  records  the  month-to- 
montb  fluctuation  as  shown  by  the  Mas- 
sachusetts record,  pieced  out  at  the  end 
by  the  New  York  figures.  The  curve  was 
obtained  by  uniting  the  figures  for  a 
different  number  of  establishments  each 
year  on  a relative  basis.  Up  to  1907  it 
wa.s  possible  to  do  this  on  the  basis  of 
the  overlapping  two-year  records  for 
identical  establishments,  but  from  that 
time  it  involved  estimating  the  changes 
from  December  of  one  year  to  January 
of  the  next  on  the  basis  of  other  data. 
The  essential  accuracy  of  the  result  is 
attested  by  the  fact  that  the  slant  of 
the  curve  is  practically  identical  with 
that  obtained  from  the  figures  for  the 
number  of  wage  earners  employed  in  all 
manufacturing  industries  from  the 
United  States  census  of  manufactures, 
whic4i  are  available  for  the  year  1889  and 
for  four  later  years. 

The  irregular  curve  shows  the  coarse 
of  employment  fluctuation  as  affected  by 
three  distinct  factors — the  growth  of  in- 
dustry, the  recurring  cycles  of  alternat- 
ing enthusiasm  and  depression  in  busi- 
ness activity,  and  the  seasonal  changes 
in  industry.  The  first  of  these  factors 
is  the  fundamental  one  which  determines 
the  direction  of  the  curve.  It  in  turn  de- 
pends upon  such  variables  as  the  growth 
of  population  and  the  condition  of  ex- 
port trade.  The  effects  of  the  normal 
growth  of  industry  as  distinct  from  the 
short  seasonal  and  larger  cyclical  fluctu- 
ations is  illustrated  by  the  broken  line 
drawn  through  the  irregular  curve. 
This  trend  line,  except  at  the  two  ends, 
represents  the  ten-year  moving  average 
of  the  monthly  figures.  At  the  beginning 
of  the  curve  it  is  extended  by  using  year- 
ly figures  for  an  identical  number  of 
establi^ments  from  Massachusetts  re- 
ports for  the  three  earlier  years,  1886  to 


Diagram  2. — Monthly  Index  and  Normal  Trend  of  Volume  of  Employment  in  Manufacturing  Industries 
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ISSS-  In  order  to  avoid  confusinR  the 
normal  trend  with  abnorniol  Ri-owtli  dur- 
ing the  war  period  the  moving  average 
was  not  used  beyond  1912,  and  the  trend 
line  was  arbitrarily  extended  from  this 
point.  The  line  as  drawn  portrays  con- 
tinuou.s  growth  of  industry,  gradual  at 
first,  becoming  rapid  in  the  decade  from 
1S08  to  I'.iOT,  and  falling  off  again  in 
the  later  yeai-s.  Theio  is  no  doubt  con- 
cerning the  groNrtb  of  business  during, 
and  after  the  war,  but  how  much  of  it  is 
to  be  considered  abnormal  inflation  is 
problematical.  In  arbitrarily  centinuing 
the  line  the  normal  increase  for  the  later 
years  has  been  represented  as  lower  than 
that  at  any  other  portion  of  the  curve 
except  at  its  beginning,  and  it  is  believed 
that  this  represents  a conservative  esti- 
mate of  the  normal  growth  during  the 
recent  years. 

The  disturbances  in  employment  equi- 
librium which  cieate  .-erious  situa- 
tions like  that  through  which  we  are  now 
passing  are  the  result  of  the  ."ccend  fac- 
tor, the  alternation  of  expanding  and 
contr.acting  tendencies  in  bii‘lne=-  activ- 
ity This  account.-  for  the  business  cycle, 
in  which  there  ure  t>"picaUy  dejcribed 
four  separate  phase.* — pre.-perity,  de- 
cline. dcpres.=ion  and  gradual  recovery. 
The  longest  and  most  accurately  remem- 
bered of  the.--o  phases  are  alway.s  those 
of  decline  and  depression.  Econom.c  his- 
tory i-  replete  with  accounts  of  these 
periods.  In  the  last  thirty  year*  the  im- 
portant one*  in  this  country  are  those 
which  occurred  in  1893-94,  1904,  1907-08. 
1914-l.S,  e.arly  1919,  and  the  present  one. 
each  of  which  is  marked  in  the  diagram 
by  a pronounced  dip  in  the  emplovment 
cur\-e.  Those  in  1904  and  191'.)  were  of 
relatively  small  importance  compared 
wth  the  others,  although  both  pave  de- 
sen'cd  cause  for  alarm  at  the  lime.  The 
four  others  are  of  gi-eater  magnitude. 


and  each  hn.s  presented  a critical  unem- 
ployment .situation. 

Inspection  of  fhe  diagram  will  reveal 
the  similarity  ot  the  course  of  employ- 
ment at  these  four  periods.  Tlie  typical 
sequence  of  the  busiiie.ss  cycle  is  .strik- 
ingly revealed  in  the  two  earlier  case-.  In 
each  as  the  cycle  begins  the  employment 
line  moves  away  frem  the  normal  trend 
line  during  years  of  intense  pro.sperity, 
from  1891  to  1893  and  frem  190r>  to  1907. 
Then  follow  the  sharp  drop.,  pivcipiiated 
by  the  financial  panic.*  of  1803  and  1907. 
the  depression  perieds,  long  continued 
after  1893  and  relatively  .short  in  1908, 
and  the  periods  of  gradual  lecovcry.  The 
prosperity  phase  is  not  marked  before 
the  depression  of  1914-15,  duo  to  the  fact 
that  this  was  not  a typical  cycle,  the  de- 
pre-ssioii  being  the  result  not  of  tempo- 
rary ovenleveh.pment  of  industry,  but  of 
the  uncertainty  of  conditions  at  the  out- 
break of  the  war.  There  wa.*,  liowevcr. 
in  this  eu‘p  the  same  sharp  decline  in  eni- 
ploymenl,  precipitated  a#  tefore  by  a 
financial  eri.-is,  and  a deep  and  relative- 
ly loiig-eontinueil  depression.  In  the 
present  case  the  decline  and  dcprc.s.sion 
have  come  about  without  financial  crisis, 
although  the  sharp  reversal  of  prices  in 
1920  pi-oduced  many  aggravated  symp- 
tom- of  financial  panic,  and  the  whale 
wove  of  war  prospe.'ity  provide.*  tlie  in- 
itial phase  of  this  cycle. 

The  thii-d  factor  causing  employment 
fluctuation,  seasonal  change,  i*  mainly 
re.sponsible  for  the  minor  variations  in 
the  eurs’e.  The  effect  of  this  factor  is 
of  relatively  small  importance.  To  some 
e.xtent  ihc-.sc  change.*  are  due  to  season- 
al industries,  in  which  normally 
workers  learn  to  adjust  themselve.* 
by  supplementing  emplojTncnt  or  other 
occupations,  or  in  which  relative- 
ly high  wage.'-  are  paid  to  offset  short 
periods  of  unemployment.  The  tj-picul 
sea.sonaI  industries  are  not  largely  rep- 


resented in  the  Massacliusotts  figures, 
however,  and  were  they  entirely  omitted 
tlie  curve  would  probably  still  show 
slight  peaks  of  increased  employment  In 
Spring  and  Enll  and  slight  depression 
in  Summer  nnd  Winter  each  year.  These 
Spring  and  Fall  peaks  and  Summer  and 
Winter  depressions,  varying  in  intensity 
from  year  to  year,  cun  bo  identified  with 
great  regularity  in  the  diagram.  It  will 
be  noKsl  that  in  most  cases  Siimmov  is 
marked  by  more  conspicuou.*  depression 
than  Winter,  and  this  would  imply,  what 
is  probably  true  of  manufacturing  in- 
dustries, that  Summer  unemployment 
normally  exceeds  that  in  Winter. 

There  are  two  conclusions  tobe  drawn 
from  the  long  employment  rccoi-d  that 
especially  deserve  comment.  The  fir.*t 
concerns  the  utility  of  the  employment 
index  ns  nii  indicator  of  general  busi- 
ne.—  conditions.  Attention  has  been 
called  to  the  manner  m which  the  curve 
records  the  growth  of  industry  and  the 
major  incidents  of  recent  economic  his- 
tory. Less  dnportant  event*  are  also  in- 
dicated, as,  for  example,  the  slight  de- 
prc.*.*ions  in  1896,  1900  and  in  each  year 
from  1910  to  1913.  Not  only  are  signifi- 
cant event*  recorded  by  the  eniploymient 
record,  but  the  index  offers  a reliable 
basi.s  for  comparing  the  relative  degree 
and  duration  of  business  change.*  at  dif- 
ferent periods,  since,  under  present  con- 
ditions, the  net  change  in  the  volume  of 
employment  ncce-sarily  reflects  general 
changes  in  tlie  volume  of  business  being 
carried  on.  The  employment  index  cor- 
responds closely,  though  not  identically, 
with  the  production  index,  and  though  it 
does  not  take  the  place  of  the  production 
index,  it  gives,  perhaps,  as  true  a jnc- 
ture  of  the  course  of  events,  and  it  can 
be  obtained  more  quickly  and  with  great- 
er case.  It  has,  however,  a social  value 
which  no  other  businc.ss  index  has,  since 


regularity  of  omployrnont  is  an  essential 
factor  in  social  well-being.  All  of  which 
points  to  the  desirability  of  continuing 
the  current  indexes  of  employment  for 
manufactures  and  of  supplementing  them 
to  a reasonable  extent  with  similar  in- 
dexes for  employment  in  mining,  trade 
ond  transportation. 

The  second  point  to  be  particularly  em-f 
phnsized  is  the  bearing  of  the  long  em- 
ployment record  on  the  present  .situation. 
As  ha.s  been  said,  the  New  York  index 
represents  a decline  of  30  per  cent,  in 
employment  in  manufacturing  industries 
in  the  recent  business  decline.  The  re- 
sulting amount  of  employment  in  manu- 
factures is  indicated  by  the  long  index 
as  seven  points  lower  than  the  lowest 
level  reached  in  the  depression  of 
1914-16,  and  almost  as  low  ns  the  low 
point  of  1908.  Much  has  been  made  of 
the  possibility  tlint  this  .shrinkage  in  em- 
ployment represents  to  a largo  extent 
workers  who  were  called  into  industry  in 
the  inflation  period  from  the  farm,  Uie 
home  nnd  from  clerical  pursuits,  and  who 
have  now  returned  to  their  previous  oc- 
cupation.*. This  absorption  theory  can  be 
canicii  too  far,  however.  The  popula- 
tion of  the  country  ha.*  increa.*cd  more 
rapidly  in  the  last  decade  than  in  the 
decade  from  1900  to  1910.  In  the  four 
decades  buck  of  1910,  at  least,  the  num- 
ber of  persons  employed  in  manufactures 
increased  at  a much  more  rapid  vale  than 
population,  and  the  census  figure*  show 
that  the  pull  from  farm  and  home  ser- 
vice to  manufacture.*  was  a constant  fea- 
ture of  the  growth  of  manufacturing  in- 
dustries in  these  decades.  These  fact.* 
sugge.st  that  the  extent  of  the  drop  in 
employment  in  manufacturing  Industrie.* 
is  unwarranted,  and  that  the  recovery 
from  the  decline  and  depres.sion,  in  which 
there  is  already  indication,  may  soon  car- 
ry the  volume  of  employment  back  to  rel- 
atively high  levels. 


The  Legislative  Week  in  Washington 


Spteial  Corrc.ispondcncc  of  The  Armnh.^t, 
WASHINGTON,  Oct.  22. 

The  pence  treaty  with  Gernmny  wa.* 
ratified  by  the  Senate  by  a vote  of 
C6  to  20.  There  were  two  re.=ei-%-ations 
to  the  orig.nal  draft.  One  provided  that 
there  might  be  no  American  representa- 
tion on  any  international  body  except 
with  the  express  consent  of  Congress. 
The  other  stated  that  rights  ac'uired  by 
the  United  States  Government  should 
apply  to  citizens  of  the  United  States 
as  wen. 

Builders  of  wooden  ships  are  notified 
that  the  Emergency  Fleet  Corporation 
will  hear  claims  of  the  Tampa  Dock 
Company  on  Nov.  1.  Thi.*  case  was  se- 
Iecte<I  for  hearing*  because  it  pre*enla 
most  of  the  moot  point*  that  have  come 
up  in  connection  with  claims  of  other 
builders,  including  those  for  reimburse- 
ment to  cover  amortization  of  plant  De- 
cisions reached  will  set  precedent*  for 
determination  of  other  claims. 

The  Senate  voted  36  to  .30  to  eliminate 
clause-  from  the  proposed  tax  revenue 
legislation  defining  foreign  traders  and 
corporations,  thus  paring  the  way  for 
elimination  of  exemption  clause*  in  fa- 
vor of  such  traders  and  corporations. 


A resolution  w.is  adopted  by  the  Sen- 
ate calling  on  the  United  States  Shipping 
Board  to  make  a complete  report  of  its 
financial  ronditicn. 

It  wa.*  made  known  officially  that  the 
immigration  c*ue?tion  would  not  come  up 
for  consideration  in  the  conference  on 
• lie  limitation  of  armaments.  The  ore- 
dic‘.i-ii  wa.'  made  that  agenda  for  the 
conference  as  proposed  by  Secretary 
Hughe.*  would  remain  unchanged. 

Tlie  Emergency  Fleet  Corporation  in- 
vitas  offer*  for  the  purchase  of  the  for- 
mer German  steamer  Sierra  Cardoba, 
now  the  Callao.  All  offers  received  be- 
fore Nov.  7 wilt  be  considered. 

Announcement  was  made  that  the  Soap 
Section  of  the  American  Specialty  Man- 
ufacturers’ Association,  representing  90 
per  cent,  of  the  .*oap  manufacturers  of 
the  country,  had  appointed  a committee 
♦a  confer  with  chemists  of  the  Bureau  of 
Standards  of  the  Department  of  Com- 
merce relative  to  the  revision  of  soap 
specifications.  A conference  will  be  ar- 
ranged shortly. 

The  War  Finance  Corporation  an- 
nounced the  approval  of  a loan  of  $1,- 
000,000  to  a financiilg  institution  in  live 
stock  in  Montana  and  Wyoming,  and 
gave  notice  that  financial  assistance 


would  be  extended  to  the  beet  sugar  in- 

The  specifications  that  the  various 
countries  of  the  world  use  in  buying 
Portland  cement  have  been  summarized 
in  a chert  that  has  just  been  issued  by 
the  Bureau  of  Standards  of  the  Depart- 
ment of  Commerce.  Standardization  of 
the  different  kinds,  in  qualities  and  sizes 
of  window  and  plate  glass  used  as  build- 
ing material  and  for  many  other  pur- 
poses was  discus.*ed  at  a conference  be- 
tween glass  distributers,  architect.*  and 
engineers  of  the  Department  of  Com- 
merce. Committees  were  designated  to 
collect  data,  and  further  conferences  will 
be  held. 

The  amendment  to  the  Revenue  bill 
under  which  it  was  estimated  the  Treas- 
ur>’  would  receive  taxc.*  on  about  86  per 
cent,  of  the  earnings  of  " close  ” corpora- 
tions accumulated  prior  to  March  1, 1913, 
was  rejected  in  the  Senate  by  a vote  of 
56  to  12. 

Senator  Oscar  Underwood  declared  in 
the  Senate  that  none  but  the  Treasury 
experts  understood  the  provisions  of  the 
pending  Revenue  bill,  and  that  it  was 
“ the  worst  ever  presented  to  Congress." 

A bill  which  would  prevent  exports  of 
munitions  to  revolutionists  in  China  nnd 


other  foreign  countric.s  was  introduced  in 
the  Senate  by  Senator  Lodge. 

Secretary  of  the  Treasury  Mellon,  in 
a letter  to  the  Ways  and  Means  Commit- 
tee of  the  House,  agreed  to  modification 
of  the  Admini-stration's  Foreign  Loan 
bill,  so  as  to  put  the  funding  operations 
under  a special  commission. 

A survey  of  surplus  materials  and  sup- 
plies left  over  from  its  war  activities  and 
ju.st  completed  by  the  Emergency  Fleet 
Corporation  show.*  good*  on  hand  worth 
$389,780,000.  e.vciusivc  of  completed  wood 
and  steel  ships,  and  not  including  hous- 
ing developments,  railway  transport,  se- 
curities and  accounts  receivable.  The  in- 
ventory state.*  that  the  surplus  material 
and  supplies,  which  cost  $.389,780,000,  are 
appraised  as  being  worth  at  tlie  present 
time  $70,000,000,  but  not  including  any 
appraised  valuation  on  re.al  c.state  at 
46  Broadway,  New  York,  nor  on  fuel  oil 
station.*  or  ships  and  dry  dock.*  still  un- 
der construction. 

The  Emergency  Fleet  Corporation  an- 
nounced the  offer  for  sale  of  part  of  it.'C 
surplus  supplies  and  materials  which* 
cost  the  Government  $125,000,000,  and 
now  has  an  appraised  value  of  only  $35,- 
000.000. 


The  Week  in  Canada 


Speeiiil  Correspondence  of  The  .4nnalt«L 
TORONTO.  Oct.  22. 

Signs  of  a recession  in  the  general 
trade  of  the  Dominion  are  still  want- 
ing. On  the  contrary,  the  tendency  in 
the  last  week  has  been  toward  further 
improvement.  Increased  activity  in  the 
manufacturing  industry  is  evident  from 
the  latest  available  statistic.*  of  the  Fed- 
eral Department  of  Labor,  which  show 
employment  to  bo  89.6  per  cent.,  or  a 
point  better  than  ot  the  close  of  tlie 
preceding  two  weeks’  period.  It  is  still, 
however,  over  eight  points  below  the  cor- 
responding fortnight  of  a year  ago.  The 
most  outstanding  feature  in  respect  to 


employment  during  the  current  week  is 
the  instructions  issued  by  the  Canadian 
National  Railways  to  rc-employ  men  laid 
off  in  the  freight  car  equipment  repair 
shops  within  the  last  six  months. 

The  greatest  measure  of  activity  still 
appears  to  be  centred  in  the  textile  in- 
dustry, both  cotton  nnd  woolen.  Leading 
clothing  manufacturers  report  that  they 
are  operating  at  about  87  per  cent,  of 
capacity.  One  of  the  textile  companies, 
employing  about  5,000  hands,  announces 
that  on  the  24th  inst.  a reduction  of  16 
Tier  rent,  in  wages  will  go  into  effect. 
Boot  and  shoe  plants  continue  to  enjoy 
a fair  measure  of  activity,  with  a short- 


age reported  in  certain  line.*  of  product. 
Some  difficulty  is  also  being  experienced 
by  manufacturers  in  getting  an  adequate 
supply  of  leather  on  short  notice,  orders 
for  future  delivery  not  having  been 
placed  to  the  usual  extent. 

Among  the  industries  of  the  Dominion 
that  appear  to  be  in  a less  favorable  po- 
sition is  tlic  iron  and  steel  industry. 
Owing  to  the  absence  of  orders  it  was 
announced  a week  ago  that  the  largest 
steel  plant  in  the  country  would  proba- 
bly be  compelled  to  close  down.  Within 
the  last  few  days,  however,  the  situation 
has  somewhat  improved  by  the  announce- 
ment that,  as  0 result  of  financing  pro- 


vided by  the  Government  at  Ottawa,  the 
Canadian  National  Railways  and  Grand 
Trunk  system  are  to  place  orders  for 
75,000  tons  of  steel  rails  to  meet  next 
year’s  re  mirements.  As  the  rail  mill 
at  SauU  Ste.  Marie,  Ontario,  ha.*  suffi- 
cient order*  on  hand  to  operate  night  and 
day  until  the  middle  of  November,  an 
effort  is  being  made  by  local  inlerosta 
to  persuade  tlie  railways  in  question  to 
place  the  whole  of  this  76,000-ton  order 
with  the  Nova  Scotia  plant,  which  is  the 
one  on  the  point  of  closing  down.  It  is 
also  announced  that,  with  u view  to  im- 
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The  Roots  of  Unemployment 


0HE  prosjierity  of  any 
country  dependa  on 
effective  production, 
coupled  with  nn  ef- 
fective demand  for 
the  results  of  that 
production.  When 
these  conditions  are 
established  there  are 
no  unemployed. 

^ Effective  production  contemplates  ap- 
proximation to  maximum  results  from 
the  labor  expended  on  the  handling  of 
raw  material,  with  the  minimum  cost  of 
distribution  to  the  consumer.  The  mini- 
mum cost  of  distribution  is  consistent 
only  with  constant  increase  of  efficiency 
In  tron.sportation  both  of  freight  and 
passengers,  thereby  enabling  the  rates 
for  the^e  services  to  be  always  .slowly 
diminishing  without  re<luction  in  the  re- 
muneration of  those  employed  in  the  ser- 
vice. All  reductions  of  remuneration  for 
services  immediately  reduce  effective  de- 
mand for  products,  und  u reduction  of 
effective  denmnd  forthwith  disturbs  the 
eiuiUbrium  on  which  the  proceedings 
were  based.  For  the  same  reason  sud- 
denly increased  remuneration  for  any 
service  also  distuibi  the  e.,uilibnuni.  The 
ideal  conditicn  is  only  attained  when  all 
services  arc  paid  for  on  a ba-sis  that  is 
consi.stent  with  the  remuneration  for  all 
other  services. 

The  .sole  gi-ound  for  scientific  increase 
of  remuneration  is  increase  of  efficiency 
in  cxce.ss  of  the  ircreaied  cost  of  the 
remuneration.  Such  a pi-ocess  wa>  well 
illustrated  in  (he  rose  of  a public  utility 
subject  to  no  State  control  .subse  ,uent  to 
the  conditions  of  its  franchise.  Its  fran- 
chi.'o  gave  the  undertaking  a free  hand 
to  increase  or  lower  rates  on  the  follow- 
ing basis.  For  every  2 cents  reduction 
in  charge  to  consumer  the  shareholders 
were  allowed  to  receive  an  ndditionul 
•d  per  cent,  dividend.  Per  contra,  an 
increase  to  the  consumer  hud  to  be  ac- 
companied by  a'  coj  eesponding  reduction 
in  the  rate  of  dividend.  The  original  base 
of  charge  was  72  cents,  the  original  div- 
idend fi  per  cent..  Through  efficiency  the 
price  wa.s  gradually  reduced  to  44  cents, 
the  dividend  raised  to  ii'n  per  cent.  The.se 
re.sults  were  not  obtained  by  reducing 
wages.  The  ingredients  wei'C  bonuses  to 
workei-s  and  elimination  of  waste.  The 
shareholders,  the  con.sumoi'.s  and  the 
workvr.s  had  similar  interests.  A.s  the 
workers  were,  to  ^ome  small  extent,  con- 
sumers, they  .stood  to  tenefit  in  two 
ways.  There  might  be  pos.-ibilities  of  ef- 
ficiency in  the  general  application  of 
such  a principle. 

A.s  previously  indicated,  the  economic 
condition  of  progress  is  in  producing  in 
exce-.^  of  whut  must  be  consumed,  to- 
gether with  an  effective  demand  for  all 
produce  de.sline<l  for  immediate  con- 
suniption.  The  exces.s  must  be  conserved 
for  equalizing  bud  und  good  years — a 
State  function  in  ancient  times — for  re- 
placement of  wear  und  tear,  and  for  in- 
creasing output  by  means  of  added  or 
improved  machinery.  Rapidity  of  prog- 
rc.ss  and  rii^e  in  .standards  of  living  would 
^then  be  in  direct  ratio  to  the  prcduction 
.of  this  excess.  If.  however,  by  means 
of  profit.'  this  cxces.s  throughout  the 
world  is  more  than  can  be  immediately 
employed  and  has  been  obtained  by  the 
payment  of  too  low  wages,  then  there  is 
not  sufficient  effective  demand  for  the 
paid  destined  to  be  consumed.  The  larger 
profits  will  not  only  have  been  obtained 
by  .scientific  underpaynnent  of  wage.s,  but 
they  will  have. the  effect  of  raising  prices 
of  products  so  ns  to  preclude  the  expen- 
diture of  wages  from  operating  as  nn  ef- 
fective demand.  The  result,  will-  ho  on 
accumulation  of  stocks  that  cannot  be 
einployi'd  in  increasing  production,  and 
that  nl.'O  cannot  be  disposed  of  because 
of  the  lack  of  purchasing  power.  Works 
are  then  shut  down  and  production  dis- 
continued pending  the  disposal  of  the 
surplus.  Unemployment  immediately  cn- 
.sues,  and  (.'untinues  until  the  stocks  are 
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sufficiently  reduced  by  waste  or  deterio- 
ration to  encourage  a belief  that  produc- 
tion can  be  profitably  re.suined.  The  pro- 
cess is  inordinately  extended  by  the  fact 
that  the  shutting  down  of  works  has  de- 
prived workers  of  spenilin^  power,  and 
to  that  extent  curtailed  consumption.  If 
the  belief  that  production  can  be  profita- 
bly resumed  comes  too  rapidly  and  is  too 
widespread  there  ensues  what  is  known 
as  a boom,  which  must  result  in  u fresh 
position  of  overprotluction.  The  low 
wage.'  acceptable  ns  a consc  |uence  of  the 
period  of  shutting  down  leaves  a frc.«h 
margin  of  profit  which  accelerates  the 
coining  of  the  new  period  of  overproduc- 


T N this  connection  it  must  be  borne  in 
-*■  mind  that  the  terms  low  or  high  in  re- 
lation to  wages  are  purely  relative.  There 
is  a .-cientific  level  for  wages  that  can 
be  ascertained  only  by  the  most  careful 
calculation,  and  to  which  little  attention 
is  poid.  Hitherto  wages  have  been  fixed 
by  complete  haphazard,  a low  rate  pre- 
vailing when  hunger  has  forced  down 

when  abnormal  conditions  have  made  it 
profitable  tu  pay  .such  excessive  rate. 
There  have  been  scheme.-;  for  a mini- 
mum wage,  but  I lie  weakness  of  these 
schemes  lies  in  tlie  fact  that  what  is  a 
minimum  changes  from  day  to  day.  The 
so-called  living  wage  has  in  it  the  near- 
est approximation  to  scientific  accuracy. 
The  difficulty  of  applying  it  is  in  the 
perpetual  variation  of  piice.s  causing  the 
ba.'is  to  fluctuate  con.-=tantly.  A living 
wage  demand.'  fixed  prices  or  a variable 
unit  to  operate  scientifically.  Then  there 
arises  the  qvestion  of  excersive  wages 
-:uch  as  have  been  leccntly  paid.  The'c 
I'ft.'ult  in  ill-con.'idered  censuniption,  such 
as  has  teen  witnersed  in  the  unwarranted 
increase  in  the  production  of  luxuries. 
A certain  amount  of  luxury  is  dciiruble; 
Its  gradual  increase  is  evidence  of  ad- 
vancing civilizaticn.  But  a sudden  in- 
crease tends  to  wasteful  consumption, 
thereby  shortening  the  provision  for  c:m- 
tingencie.s  and  further  produc'ion.  It  is 
like  consuming  the  seed  put  by  for  the 
next  .sowing.  Such  a sudden  increa.se  also 
unduly  diveits  prcduction  from  neces- 
-saries  to  notions,  the  profits  un  which 
are  large  but  transient.  Directly  the  top 
of  the  boom  is  reached  the  consumption 
of  these  notions  cea.ses,  and  the  high 
wages  paid  for  their  production  come  to 
an  end.  There  is.  then,  immediately  vis- 
ible a stock  of  necessaries  for  which  there 
is  no  effective  demand  by  reason  of  the 
closing  down  of  the  !uxui-y  factories  and 
the  disappearance  of  the  spending  power 
that  had  been  pi-ovided  by  their  wages. 
The  apparent  e.xcess  of  nece.'.'aries  conse- 
quent on  this  reduction  of  .'pending  pow- 
er discourages  further  production.  It  is 
not  recognized  that  the  excess  is  unreal, 
and  due  only  to  accumulation  that  would 
have  been  utilized  to  supply  the  wants 
of  those  j’ust  previously  employed  in  the 
production  of  luxuries.  The  actual  de- 
mand is  quite  ns  large  as  it  was  yester- 
day, but  -llie  purchasing  power  ha.s  dis- 
appearing, so  that  the  demand  has  cea.sw 
to  be  an  effective  demand.  Thi.'  po.sition 
is  not  immediately  manifest,  because  the 
falling  off  is  not  appreciable  until  .sav- 
ings are  exhausted.  Few  realize  what 
has  occurred,  and  therefore  the  majority 
ignorantly  look  for  a return  of  the  de- 
parted artificial  conditions.  Unfortu- 
nately this  delusion  is  encouraged  by  the 
boo.stere,  thereby  delaying  a scientific 
solution  of  the  problem. 

At  this  .stage  the  owners  of  supplie.s 
look  about  for  foreign  nmi-kets,  for  coun- 
tries whore  there  may  exist,  if  only  tem- 
porarily, a demand  for  these  things.  If 
they  find  such  a place  the  reward'  arc 
frequently  hu-gc  and  quick.  Every  other 
country  being  similarly  situated,  this  fa- 
vorable state  of  affairs  soon  terminate.'. 
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Mischief  arises  from  the  'ending  out  of 
un  army  of  salesmen  lo  seek  out  other 
opportunitie'  of  the  .-ame  nature.  Un- 
doubtedly the  .succe.s.'ful  salesman  can 
reap  a rich  reward,  out  the  reward  can- 
not be  conlinuous.  'll  eorre.-ponds  pre- 
cisely to  what  is  known  as  getting  in  on 
the  ground  floor,  and  there  is  only  one 
gi-mind  floor  for  each  undertaking.  Num- 
bers of  others  are  stimulated  lo  .-rtrivc 
for  the  same  transient  success,  the  re- 
sult being  to  equalize  the  gain.'  or  to  leave 
a trail  of  discouraged  losers;.  A remarka- 
ble in.'tance  of  this  once  occurred  in  the 
-shipping  to  New  Vorkof  a cargo  of  Euro- 
pean potatoes  that  were  sold  at  a large 
profit.  Normally  the  business  in  pota- 
toe.s  would  have  been  in  the  opposite  di- 
rection, but  it  happened  that  there  war  a 
very  temporary  shortage  in  the  New 
York  market  simultaneously  with  the 
fact  that  this  cargo  vviis  already  loaded 
and  afloat,  enabling  it  to  be  delivered  in 
New  York  before  supplies  could  be 
rushed  from  elsewhere.  It  is  questiona- 
ble whether  .«uch  nn  operation  has  ever 
been  repeated.  A .similar  case  occurred 
when  a thousand  sheep  were  already 
being  driven  by  road  to  a port  for  sale, 
and  were  intercepted  on  the  route  by  a 
large  gold-rush  camp  willing  to  pay  an 
unusually  favorable  price.  Both  cases  oc- 
curred in  the  writer’s  own  family,  and 
in  both  in.stance.s  the  result  was  to  bring 
forward  from  other  quarters  excessive 
.'upplies  that  were  eventually  sold  at  a 
lo.".  Such  case--  are  typical  of  what  oc- 
curs in  the  scramble  for  foreign  markets 
as  a remedy  for  unscientific  pi-oduction 
and  consequent  unemployinont.  The  only 
true  foreign  markets  are  those  where 
there  is  a steady  demand  for  products 
that  cannot  be  obtained  as  advantageous- 
ly from  a nearer  souree  or  a legitimately 
created  demand,  such  as  that  for  lamps 
in  China,  where  the  advantages  of  con- 
suming oil  had  recently  been  realized 
by  a large  population.  Sudden  fictitious 
demands  created  by  astute  .'alc.'manship 
undoubtedly  enrich  individuals,  but  they 
arc  fraught  with  all  the  evils  of  a lottery 
that  di.stracts  people  frem  regular  work. 
"C^OREIGN  trade,  however,  is  not  a per- 
manent  remedy  for  unemployment.  It 
happened  to  he  so  in  such  artificially 
sustained  countries  os  England  and  Bel- 
gium just  so  long  as  there  existed  else- 
where piwlucers  of  raw  materials  who 
requiied  their  manufacturing  to  be  done 
for  them.  The  remedy  ceased  to  operate 
.so  .soon  a?  the  producers  of  raw  mate- 
rials were  able  to  undertake  their  own 
manufacturing.  The  irony  of  the  inci- 
dent lies  in  the  fact  that  the  manufac- 
turers inadvertently  bring  about  the 
change  by  opening  factories  in  the  coun- 
tries where  the  raw  materials  are  pro- 


ducc<l,  thereby  throwing  out  of  employ- 
ment their  own  people.  Thus  so  soon  «.* 
the  trade  in  lamps  for  China  is  suffi- 
ciently developed  the  manufacturers  of 
lamps  will  find  it  to  their  advantage  to 
open  factorie.'  in  China,  thus  throwing 
out  of  employment  those  who  are  engaged 
on  the  work  in  thi.«  country.  It  will  be 
urged,  with  a certain  amount  of  rea.'on, 
that  those  di.'placed  will  soon  be  em- 
ployed in  .'ome  other  foim  of  production, 
but  then,  in  so  far  as  their  commwlity 
is  for  export,  a similar  transfer  of  fac- 
tories will  soon  follow,  until  it  become' 
apparent  that  foreign  trade  must  prac- 
tically disappear,  becau:>e,  under  niwl- 
ern  conditions,  it  is  more  economical  to 
transfer  capital  once  for  all  than  to 
transfer  goods  all  the  time.  These  con- 
ditions have  practically  only  just  ar- 
rived a.'  a result  of  the  internationaliz- 
ing of  capital  that  has  come  about  in  the 
la.st  three  decades.  They  are  conditions 
that  will  certainly  not  disappear,  but 
rather  be  rapidly  accelerated.  On  this 
ground  we  may  look  to  the  irnmediau- 
coming  of  a period  when  there  will  be  no 
foreign  trade  export  in  such  articles  as 
are  peculiar  to  a particular  country,  and 
cannot  be  obtained  otherwise  than  by 
trade  with  that  country.  Indeed,  we  may 
loolt  forward  to  increa.'od  offers  by  oui 
ouTi  manufacturers  of  goods  made  in 
their  own  factories  in  foreign  countrie--, 
especially  the  Orient,  at  prices  with 
which  the  American  workman  cannot 
possibly  compete.  Such  countries  ns 
China  would  not  be  requiring  our  corn 
and  coal  in  exchange,  a.s  they  have  these 
things  in  an  abundance  and  at  a price 
with  which  we  could  not  compete.  For 
a time  we  might  supply  them  with  auto- 
mobiles und  railway  equipment  in  ex- 
change for  their  cheaply  produced  goods, 
but  that  would  cease  as  quickly  as  the 
English  trade  w'ith  Japan  in  war  mate- 
rial. The  Japanese  wished  only  lo  ac- 
quire specimens  and  they  multiplied  the 
supply  with  their  own  workmen  to  any 
extent  required.  This  is  occurring  in 
Afghanistan,  even  in  the  matter  of  shoes. 
The  old-time  solution  that  applied  to 
England  and  Belgium  of  c.xchanging 
food  for  manufactured  articles  will  not 
be  available  with  Asia,  where  nothing 
is  wanting  but  internal  transportation. 
With  the  Sban.si  concc-s-sion  of  a coal 
seam  beyond  the  dreams  of  any  Penn.syl- 
vanin  operator  and  wheat  at  IG  cents  a 
bushel  in  the  interior  the  conclusion  is 
obvious.  Our  end  of  the  business  will  be 
played  out  in  a very  brief  period.  Then 
there  will  remain  the  alternatives  of  a 
reduction  of  the  standard  of  living  or  a 
steep  tariff  wall  that  will  have  the  ef- 
fect of  limiting  our  trade  to  the  supply 
of  domestic  requirements.  We  have  to 
recognize  that  the  recent  international- 
izing of  capital  must  assuredly  have  the 
effect  of  eliminating  foreign  trade  as  a 
remedy  for  unemployment.  Thus  all 
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precedent  ba.<cd  on  thnt  solution  no  lonR- 
er  apply.  The  position  is  probably  wor.se 
in  Western  Europe. 

In  times  gone  by  complete  elimination 
of  uneinployinent  hns  been  attained  in 

1.  State  employment,  military  or 
otherwnse,  sufficient  to  insure  the  vi- 
carious consumption  of  the  whole  prod- 
uct. 

2.  Domestic  employment  by  owiers 
(as  servants  and  rotainers)  of-  a suf- 
ficient number  of  the  population  to  in- 
sure the  vicarious  consumption  of  the 
whole  product. 

3.  Slavery,  which,  in  economic  terms, 
means  the  regulation  of  Iat>or,  as  un- 
der martial  law.  in  such  a manner  as 
to  utilize  all  available. 

4.  Absolute  equilibrium  betw-Mn  pro- 
duction and  consumption  attained  by 
directing  efforts  in  terms  of  a budget 
of  regulated  rcquii-eiiienU ; in  other 
words,  production  for  use  instead  of 
for  speculative  sale. 

5.  Free  competibon.  Theoretically 
the  end  should  be  attained  by  this 
mcan.i,  but  it  implic.s  free  accesK  to  raw 
material.s.  So  soon  as  acces.s  to  raw 
materials  is  in  any  way  monopolized 
free  compebtion  fails.  With  free  nc- 
ces.s  to  raw  materials  (not  a scramble, 
but  regulated  free  supply  of  actual 
need-s)  there  would  remain  only  com- 
petition between  methods  of  produc- 
tion. The  ideal  of  the  orthodox  econo- 
misbi  might  then  be  attainable. 

The  first  method  has  been  witne-ssed 
in  operation  recently,  but  coupled  with 
the  willful  destruebon  attendant  on  war. 
By  eliminating  that  destruction  and  re- 
taining the  other  conditions  a.s  in  (kr- 
many  before  the  war. 

The  vicarious  consumption  pictured  in 
the  second  method  wa.-  in  full  force  in 
the  Roman  Empire.  Similar  eonditions 
prevail  in  this  country  in  the  form  of 
beauty  parlors,  re.'^taiirants  and  all  the 
addenda  of  luxurious  living,  but  the  re- 
sult is  not  attained  becau.-e  the  .servants 
and  retainer-  thu.s  employed  are  inde- 
pendent, and  subject  to  no  sort  of  regu- 
lation a.'  to  numbers  for  each  function. 
Disorder  results.  Such  vicanou.s  expendi- 


ture opernles  effectively  ns  a cure  for 
unemployment  only 'when  occurring  in 
vast  domestic  estnblishment.s  where  pro- 
vision is  made  for  every  one. 

A rolalivcly  equal  distribution  of  pri- 
vate ownei'ship  of  properly  is  inimical  to 
civilization  nml  to  all  progres.s  other  than 
increnseil  gratifiention  of  primitive  ap- 
petites. U has  produced  animal  contont- 
niont  ami  complete  ab.sencc  of  penury, 
but  simultaneously  Ihoro  has  been  an  al- 
most complete  absence  of  all  that  make 
life  worth  while.  The  sinking  of  the 
world  into  such  a dead  level  has  been 
pre«ntcd  only  by  the  foroiblc  levy  of 
tribute  to  be  expended  vicariously  by  se- 
lect bodies  of  more  enlighteneil  individ- 
ual.s.  Otherwise  science  and  art  would 
have  died  out.  Vicarious  consumption  i.s 
the  soul  of  civilization. 

It  is  by  no  means  intended  to  put  for- 
ward any  of  the  above-mentioned  meth- 
ods as  a panacea.  Under  democratic 
conditions  it  is  po.s-siblc  tliat  there  is  no 
panacea.  What  has  to  be  borne  in  mind 
is  that  where  piwlucts  uecumulule  as 
the  property  of  individuals  there  i.s  no 
way  out  of  the  impas.se  of  unemployment 
except  vicarious  consumption.  It  is  the 
instinctive  I'ecognition  of  this  fact  that 
,'ilwaj's  leads  statesmen  to  the  palliative 
of  what  is  in  fact  vicarious  consumption 
forcibly  applied,  the  raising  of  money  by 
taxation  to  be  expended  in  maintaining 
the  unemployed.  They  arc  not  to  any 
great  extent  maintained  directly,  but  the 
.same  result  is  attained  by  demanding 
from  them  work  ("  providing  work  ” it  is 
called)  more  or  Ic.-w  u.seful,  for  which 
they  receive  wage.*,  which  wages  they 
expend  in  purchasing  from  the  proprie- 
tors their  accumulated  products.  After 
all,  it  is  only  a method  of  temporarily 
enforcing  the  firet  or  .seconu  condition 
above  enumerated.  Preci.scly  the  same 
result  would  be  attained  by  compelling 
the  owners  to  become  responsible  for  the 
maintenance  of  the  unemployed  as  in  old 
time.s  in  exchange  for  such  .services  as 


could  bo  devised.  But  instead  of  taking 
in  the  surplu.s  workei-s  as  servants  and 
rctaiiior.s  and  providing  for  tlieni  on  va.st 
eslate.-i  the  owiiei-s,  through  taxation,  are 
forced  to  part  with  their  occumulations 
to  a Government,  and  the  Governments, 
State  or  otherwise,  act  as  temporary 
agenUs  in  regututing  the  work  to  be  done. 
The  maintenance,  however,  is  primury. 
the  work  .secondary.  The  surplus  prod- 
uct is  confiscateil  ns  effectually  as  if  a 
Iradesnian  could  sell  the  articles  in  his 
store  only  by  first  handing  the  customer 
the  money  with  which  to  pay  for  them. 

While,  therefore,  there  is  no  sugge.N- 
tlon  of  any  panacea  for  unemployment, 
there  is  a distinct  desire  to  draw  atten- 
tion to  the  conditions  revealed  by  history 
under  which  alone  the  remedy  can  be  dis- 
covered. If  there  be  any  intention  of  at- 
tempting the  attainment  of  more  than  a 
palliative  all  tho.-^e  conditions  must  be 
taken  into  considei-ntion,  together  with 
the  recognition  of  the  newly  arrived  con- 
dition of  internationalized  capital  which 
must  eventually  exclude  the  remedy  of 
foreign  trade  that  ha.s  .sometimes  been  of 
assistance.  Experience  should  teach  us 
that  a solution  will  not  be  found  in  any 
one  remedy,  but  in  a re.sultant  derived 
from  .an  unprejudiced  con.sideration  of 
all  in  connection  with  .such  conditions  n.s 
are  new  and  were  non-existent  when  suc- 
cess temporarily  attended  the  previou.s 
application  of  the  remedies  enumerated. 
A vi.sion  liniitei  to  a few  previous  years 
will  not  bring  about  the  de-ired  re.«ult. 
A far  view  of  economic  history  is  es-ren- 
tial  for  arriving  at  any  adc.uate  remedy. 
These  recurring  ccas:ns  of  unemploy- 
ment are  a reproach  to  organization. 
Perfection  is  unattainable,  and  there 
must  alwav-  be  some  small  amount  of 
unemployment.  Even  the  highe.st  pro- 
fessional man  has  periods  of  unemploy- 
ment due  to  temporary  lack  of  clients, 
but  he  has  sufficient  re.-«rvc  to  tide  him 
over  such  period.s.  and  therefore  does  not 
count.  Those  that  constitute  the  real 


problem  are  such  as  arc  without  the  ncc- 
esisnry  reserve  fund  for  continuing  tlioir 
normal  expenditure  during  slack  seasons, 
usually  through  having  been  in  receipt 
of  a remuneration  so  small  as  to  pre- 
clude its  accumulation.  Naturally  at  this 
point  the  ndvocate.s  of  thrift  come  for- 
ward inquiring  why  some  who  have  been 
receiving  abnormal  wages  did  not  accu- 
mulate tlii.s  necessary  fund.  To  some  ex- 
tent they  did  so.  but  the  majority  were 
enlhusinsticnriy  attacked  by  armies  of 
snle.smcn  who  persuaded  them  that  a 
fresh  era  had  been  inaugurated  when 
they  might  safely  embark  on  a higher 
standard  of  expenditure.  The  salesmen 
in  many  cn.scs  acted  in  good  faith,  but 
they  were  ignorant  of  permanent  condi- 
tions. It  was  not  their  business  to  be 
concerned  with  .such  nmltci's,  and  their 
efforts  were  fortified  by  tlie  undying  op- 
timi.sm  of  humanity,  every  individual  of 
which  looks  forward  to  the  realization 
of  a time  when  he  or  she  will  float  out 
into  a sea  of  calm  prosperity,  notwith- 
standing the  tong  odds  against  such  a 
consummation  revealed  by  probate  sta- 
tistics. Whenever  times  are  good  they  will 
believe  that  the  hope  is  about  to  be  real- 
ized, and  listen  to  the  siren  voice  of  the 
salesman,  which  is  always  far  more  se- 
ductive than  the  course  of  continued  un- 
ending restraint  preached  by  the  thrift- 
monger.  After  all  periods  of  war  this 
problem  of  unemployment  pre.«ents  itself. 
The  unexampled  severity  of  the  great 
war  hns  necc.ssarily  been  followed  by  un- 
pi-ccedented  economic  conse  ,uences.  Such 
conse'uenccs  were  visibly  approaching 
prior  to  19M,  but  their  advance  was  not 
so  i-apid  as  to  preclude  effective  coun- 
tering during  a continuance  of  pence. 
The  war  ha.s  precipitated  accumulations 
of  consequence  that  might  otherwise  have 
been  spread  over  a century.  It  would, 
however,  be  an  unworthy  admission  to 
.say  that  we  are  incompetent  so  to  organ- 
ize our  national  affairs  as  to  reduce  this 
problem  to  almost  negligible  dimensions. 


Rising  Prices 


and  Lahor*s  Part  in 


Reconstruction 


By  Milton  B.  Ignatius 


ITHIN  the  last 
few  weeks  there 
have  been  many 
indications  o f 
definite  in- 
creases in  the 
prices  of  various 
comm  o dities. 
This  trend  seems 
to  be  regarded 
in  most  circles  as  a favorable  sign.  The 
entire  economic  situation,  however,  is  so 
delicate  that  it  behooves  us  to  analyze 
with  most  exceeding  care  every  develop- 
ment of  this  nature,  using  every  precau- 
tion to  avoid  hasty  conclu.sion. 

Just  what  may  be  said  to  be  the  cause 
of  these  rising  costs?  Ordinarily  there 
art  two  factors  which  may  produce  this 
result,  the  one,  increa.sing  ratio  of  de- 
mand to  supply,  the  other,  increasing 
costs  of  production.  In  there  commodi- 
ties which  have  indicated  ri.dng  prices, 
there  is  no  indication  of  any  marked  in- 
crease in  the  ratio  of  demand  to  supply, 
and  the  explanation  must,  therefore,  be 
looked  for  in  the  co.sts  of  production, 
where  we  find  the  existence  of  a situa- 
tion well  worthy  of  .study. 

At  a time  .such  as  this  we  must  meas- 
ure the  significance  of  every  devc'op- 
ment  by  its  relation  to  the  entire  prob- 
lem of  economic  reconstruction.  Recon- 
struction progresses  a'ong  three  distinct 
lines;  first,  liquidation  and  readjustment 
of  stored  commodities;  second,  reforma- 
tion of  production  method.s  and  cost.*!, 
and  third,  reorganization  of  the  social 
and  economic  order.  The.se  three  lines, 
with  their  many  subdivisions,  while  quite 
distinct  and  separate  from  each  other  in 
the  early  stages,  must  eventually  coa- 
lescence into  one  harmonious  whole,  and 
it  is  that  coalescence  which  mark.s  the 
end  of  the  reconstruction  period  and — to 
use  a phrase  recently  made  famous — the 
“ return  to  normalcy-” 

The  liquidation  of  stored  commodities 
—both  wholesale  and  retail — being  first 


in  order  of  time,  often  overrhadows  the 
other  phasies  of  the  process  of  reconstruc- 
tion and  i.s  the  most  acutely  felt.  The 
great  war,  waged  on  a scale  the  most 
stupendous  in  all  hi.story,  had  placed 
production  on  a high'y  forced  basis  and, 
when  the  halt  came,  left  an  unusually 
^reat  .supply  of  .stored  commedities. 
And  50,  when  the  necc.ssity  of  liquida- 
tion first  overtook  u.s,  it  was  faced  by 
manufacturers,  merchants,  and  the  bank- 
ers whose  funds  were  tied  up  in  tho.se 
.stored  supplies,  wdlh  more  than  the  usu- 
al rehietance  to  take  a loss,  for  the  ex- 
tent of  sacrifice  required  wa-.  extreme'y 
great.  Thu.s,  even  this  first  step  of  the 
process  of  reconstruction  made  slow 

Eventually,  however,  necc-ssity  became 
compelling,  and  even  the  most  obstinate 
have  ha<l  to  fall  in  line.  Early  in  the 
Spring  litjuidation  of  commoditie.s  stored 
by  the  wholesalers  had  made  sufficient 
prog>e.s.s  so  that  we  could  look  forwaid 
to  the  liquidation  of  the  portion  in  the 
hands  of  retailers.  The  rotai'ei,  how- 

one  kind  rf  cemmrdity,  was  able  to  hold 
out  somesvhat  lenger.  but  in  deing  so  he 
ha;  wor'-ed  aga-n-t  his  ow-’  intere"t;  he 
has  taught  people  how  not  to  buy  by 
their  own  volition,  making  a habit  of 
that  which  had  been  a virtue  when  the 
con.sumer  was  a-skeri  not  to  buy  in  order 
to  " hc'p  win  the  war.”  Such  is  the  con- 
trariness of  human  nature  that  at  the 
time  peop'e  were  urged  not  to  buy  they 
bought  more  lavishly,  thereby  accelerat- 
ing the  abnomal  increases  in  co.sts  of  all 
commodities;  white,  on  the  other  hand, 
when  they  are  urged  to  buy,  they  as- 
sume an  attitude  well  described  as  that 
of  “ consumers  on  strike.”  The  fault — 
if  it  be  a fault,  since  it  inculcates  thrift 
and  prudence,  which  are  the  most  relia- 


ble foundations  for  roonomic  well-being 
— miLst  be  laid  at  the  doois  of  the  re- 
tailers, who  were  so  slow  in  acknowl- 
edging the  inevitab’e.  They  came  to  it, 
at  la**!,  and  even  this  phase  of  recon- 
struction is  nearing  its  completion. 

In  the  next  line  of  recon.-tiuctivc  ef- 
fort, namely,  that  of  refonnation  in  pro- 
duction costs  and  methods,  we  have  the 
prob'em  of  capital  investment  and  the 
equally  .serious  prob'em  of  labor.  While 
the  employer  has  taken  his  loss,  both  in 
capital  costs  of  discarded  p'ant  and  in 
the  sacrifice  of  inventories  and  finished 
products,  his  employes  have  not  fol- 
lowed him  in  equal  sacrifice.  ThLs  is  the 
real  and  disappointing  significance  of 
the  risirg  cos^  evident  in  the  last  few 
weeks.  In  the  liquidation  of  stored  com- 
modities, price.s  were  carried  much  be- 
low the  cost  of  reproduction  in  the  hope 
that  the.'-e  drastic  reduction.s  would,  on 
the  return  of  the  pendulum,  be  reflected 
in  lowered  production  costs;  that  labor, 
thus  enabled  to  purchase  more  econom- 
ically, would  respond  by  accepting  lower 
wages.  But  that  labor  has  not  and  is 
not  doing  .so  on  any  important  scale, 
especially  in  the  " key  ’’  industries,  as 
now  indicated,  mean.s  that  reconstruction 
has  been  retarded  by  the  attitude  of  la- 
bor— to  labor’s  own  detriment. 

In  other  words,  we  have  not  been  able 
to  bring  about  the  adaptation  of  labor 
to  the  new  conditions,  and  there  is  no 
gainsaying  that  much  of  this  failure 
must  be  ascribed  to  the  abuse  of  power 
by  the  labor  unions,  who  have  used  their 
entrenched  positions  to  support  a scale 
of  wages,  instead  of  supporting  working 
men  as  a whole,  and  we  find  that  low- 
ered prices  and  costs  have  been  mo.st 
conspicuous  by  their  absence  in  the 
trades  where  the  unions  have  been  the 
strongest.  Take,  for  instance,  transpor- 


tation, which  IS  so  vital  an  element  in 
the  co.xts  of  all  commodities.  Transpor- 
tation has  shown  no  indication  of  low- 
ered rates  in  spite  of  a very  real  de.sire 
on  the  part  of  railroad  executives,  who 
find  their  hands  tieil  by  the  brother- 
hoods. The  same  is  true  of  mining, 
where  coal,  for  instance,  in  spite  of  de- 
creasing costs  of  other  commodities,  has 
gone  up  rather  than  down..  The  build- 
ing trades,  printing,  are  further  ex- 
omp’es. 

This  short-.iighted  and  stubborn  up- 
holding of  a wage  scale  rather  than  de- 
votion to  the  intore.sts  of  the  entire 
group  of  workmen  has  produced  and  is 
producing  some  very  anomalou.s  condi- 
tions. For  instance,  many  manufactur- 
ers, unable  to  reduce  costs,  have  had  to 
reduce  forces,  and  so  we  have  the  grow- 
ing problem  of  unemployment.  Ordinari- 
ly, unemployment  would  mean  oversup- 
ply of  labor;  competition  for  employ- 
ment would  thereupon  reduce  wages; 
wages,  in  turn,  would  reduce  costs;  low- 
ered prices  resulting  from  the  reduced 
costs  would  increase  demand  and  thus 
stimulate  production.  So  the  cycle  would 
administer  its  own  remedy.  Today,  how- 
ever, in  spite  of  the  length  of  time  dur- 
ing which  unemployment  ha.s  existed  at 
an  increa.sing  rale,  there  has  been  no 
perceptible  drop  in  wages,  except,  of 
course,  in  the  unprotected  or  nonunion- 
ized  trades.  Those  who  are  fortunate 
enough  lu  hold  their  jobs  receive  sub- 
stantially U.S  much  a.s  they  did  before, 
while  those  who  are  unfortunate  lose 
all! 

The  past  Summer  was  the  logical 
period  when  the  reconstruction  of  laboi 
should  have  taken  place,  and  the  Pall  and 
Winter  seasons  should  have  come  upon 
us  with  this  most  important  phase  com- 
pleted. The  distressing  significance  of 
recent  developments  is  thnt  this  has  not 
happened,  and  that  the  process  must  be 
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Disdain  of  Our  Marine  Displacing  Dread  Abroad 


By  Rodney  Bean 


TABLE  I. 

United  States  Exports  Carried  by  American  and 
Eoreign  Ships,  July,  1920-July,  1921 
(Excludiny  Oil) 


July  2,!i83.399  58 

August  3s306,9G6  69 

Suptcmbei'  ....  S, 365, 790  6!) 

October  4,202,368  65 

November  2,989,480  58 

I'ccembcr  3,254,343  66 

January  2,409,214  C7 

February  1,872,521  64 

March  1,919,809  62 

April  1,94.5,793  60 

May  2,653,424  68 

June  2,637,338  5.5 

July  2,665,929  60 

Total  35,806,374  61 


786,449  17 
1,043,779  19 
1,036,537  18 
1,189^61  18 
1,007,596  20 
855,478  17 
567,411  16 
508,.336  18 
551,302  18 
614,257  19 
670,326  17 
1,1:3,033  23 
1,113,361  25 


1,110,796  25 
1.2.32393  22 
1.288,926  2.3 
1,134,427  17 
1,153,732  22 
845,987  17 
691,888  17 
530,1.58  18 
603,090  20 
694,002  21 
599,675  15 


4,480.644 

5,583,638 

5,691,253 

6,526,056 

5,150,808 

4,955308 

3,568,513 

2,911,015 

3,074,201 

3,2.54,052 

3.923,425 

4310,061 

4,453353 


11,057,156  19  11319,197  20  58382,727 


Special  Correspondence  of  The  Anntiliul. 

WASHINGTON,  Oct.  22. 

^ SHIPPING  expert, 
f wn.)  ha.'i  just  re* 
g turned  from  Eng- 
g land,  where  he  de* 
g voted  a part  of  his 
H time  to  picking  up 
J bits  of  gossip  in 
5 shipping  circles, 
3 brings  back  the  in- 
formation that 
.many  Briti.shcrs  have  arrived  at  the  con- 
clusion that  the  great  American  mer- 
chant marine,  which  they  had  feared 
would  threaten  Britl.^h  supremacy  on  the 
seas,  is,  after  all,  largely  a myth. 

He  said  the  belief  is  growing  in  Great 
Britain  and  spreading  to  the  Scandina- 
vian countries  and  even  to  Gei-mny,  that 
in  the  last  analysis  the  larger  part  of 
the  fleet  of  merchantmen  built  in  Amer- 
ica in  the  World  War  or  now  being  com- 
plctuil  will  die  permitlcd  to  rot  or  pass 
into  iorcign  hands;  that  there  were  many 
predictions  that  history  would  repeat 
itself  so  far  a.s  an  American  merchant 
marine  is  concerned,  and  that  the  much 
talked  about  supremacy  will  remain  in 
other  hands. 

One  cynical  observer,  it  is  understood, 
went  so  far  as  to  offer  to  wager  that 
Lloyds  would  be  willing  to  take  a gam- 
ble on  the  proposition,  and  insure  Brit- 
ish shippers  again.st  the  danger  of  seri- 
ous competition  in  years  to  come  at  the 
hands  of  an  American  merchant  marine; 
in  fact,  it  would  consider  the  risk  in- 
volved negligible  as  compared  with  some 
of  the  gambles  for  which  Lloyds  is  fa- 

Such  a suggestion,  of  course,  has  its 
humorous  phase,  but  it  is  also  of  con- 
siderable interest  as  illustrative  of  the 
viewpoint  said  to  tc  held  by  a portion, 
at  least,  of  the  foreign  obscrvei-s  who 
have  been  watching,  with  not  a little 
anxiety,  the  efforts  of  various  adminis- 
trations of  the  United  State.s  Shipping 
Boui-d  and  (hose  private  interests  which 
have  at  heart  the  welfare  of  an  effective 
American  inerchiint  marine,  to  bring 
about  constructive  accompIL  hment.  It 
may  serve  also  to  concentrate  attention 
on  the  situation  now  faced,  and  bring 
about  better  co-operation  toward  the 
common  goal. 

It  was  a natural  sequence  that  the 
American  merchant  marine  program, 
handicapped  and  buffeted  By  the  riot  of 
extravagance  and  waste  which  accom- 
panied wartime  construction,  should  suf- 
fer during  the  depression  through  which 
the  nation  is  pas.sing.  People  who  were 
not  directly  inteiested  in  the  establish- 
ment and  maintenance  of  a large  Amer- 
ican merchant  marine,  except  for  war 
purposes,  had  more  concern  in  what  Con- 
grc.s.s  was  doing  about  tax  revision 
downward  than  about  American  ship- 
ping. Talk  about  further  appropriations 
was  distasteful  after  the  history  of  bil- 
lions already  sunk  in  the  project. 

It  is  probably  true  that  observers  for 
the  nation.s  mentioned,  and  for  Japan 
a.s  well,  who  had  looked  with  deep  con- 
cern upon  the  great  fleet  which  the 
• United  States  constructed  during  the 
stress  of  wartime  requirements  hove  be- 
gun to  doubt  that  this  Government  would 
hit  upon  a .solution  of  the  many  prob- 
lems which  hamper  the  upbuilding  and 
continued  maintenance  of  an  American 
merchant  marine.  It  was  difficult  for 
them  to  undei-stand  how  a nation  could 
involve  itself  in  such  a riot  of  extrava- 
gance and  niis.statement  in  construction, 
even  at  a time  when  haste  meant  every- 
thing. Certainly  it  was  not  without 
grounds  that  some  came  to  the  conclu- 
sion that  the  building  course  followed 
had  failed  to  predict  safe  and  sane  poli- 
cies in  keeping  with  a great  merchant 
marine  in  operation. 

The  first  American  merchant  marine 
which  challenged  the  British  supremacy 
of  the  seas  held  pace  with  the  British  un- 
til the  Civil  War,  and  then  came  the  dis- 


integration which  has  become  historic. 
Just  tcfoi-e  the  Civil  War  American  ton- 
nage was  carrying  approximately  70  per 
cent,  of  our  exports  and  65  per  cent,  of 
our  imports,  figures  which  aie  not  main- 
tained today  despite  the  great  fleet  built 
in  the  World  War. 

In  the  Civil  War  the  American  mer- 
chant marine  suffered  severe  losses,  and 
was  leduced  by  one-half  before  normal 
trade  conditions  were  resumed.  British 
interests  purchased  800,000  or  more  tons, 
the  Government  took  over  1,030,000  ton? 
for  the  use  of  the  army  and  navy,  and 
100,090  tons  were  sunk  or  captui-ed.  The 
American  interests  found  the  bulk  of 
their  shipping  gone;  .American  money 
turned  its  attention  to  interipr  develop^ 
ment,  and  the  British  and  other  foreign 
interests  gained  and  held  the  ascendency. 

The  hopeful  sign  today  is  found  in  the 
fact  that  the  American  interests  have  a 
ti-emendously  augmented  merchant  ma- 
rine, in  fact,  sufficient  to  maintain  a po- 
sition as  a dominant  factor  in  shipping. 
The  danger  lies  in  inability  or  failure 
to  adopt  a policy  which  will  permit  of  its 
maintenance  under  American  registry. 

President  Harding,  Chairman  Lasker 
of  the  Shipping  Board  and  both  branches 
of  Congres.s  have  fervently  declared 
themselves  in  favor  of  the  maintenance 
of  an  American  merchant  marine,  and 
have  added  that  the  masses  of  .American 
people  want  that  re.sult  accomplished, 
which  is  probably  true  enough,  although 
the  majority  of  the  uia.sse.s  actually  know 
little  about  benefits  that  may  accrue  or 
the  reason.s  why  thei'e  should  be  a great 
fleet  of  American  merchantmen  plying 
the  seas. 

Experts  say  that  the  obstacles  can  be 
overcome,  but  that  they  will  not  be  as 
long  as  a situation  is  permitted  to  exist 
where  it  is  more  favorable  for  operators 


to  fly  the  British  flag,  and  obtain  in- 
surance and  inspection  abroad.  These 
factore,  along  with  the  higher  wages 
wh'ch  must  be  paid  to  American  crews, 
the  fact  that  American  laws  demand 
th-.it  more  men  must  be  employed  on  a 
vessel  than  do  the  British  laws,  or 
those  of  other  foreign  nations,  and  the 
legitimate  but  persistent  activity  of  rep- 
resentatives of  British  interests  in  this 
country  to  see  that  British  shipping  .su- 
premacy is  maintained,  are  obstacles  dif- 
ficult to  overcome. 

CHAIRMAN  LASKER  of  the  Shipping 
Board  insists  that  the  great  fleet  of 
American  merchantmen  shall  not  be  per- 
mitteii  to  disintegrate  or  pass  into  for- 
eign hands,  and  when  the  completed 
plans  of  the  Shipping  Board  and  Con- 
gress are  made  known  in  detail  it  is  pre- 
dicted in  some  quarters  that  this  insist- 
ence will  be  translated  into  reality.  There 
is  little  doubt  that  the  hoped-for  result 
can  be  accomplished  if  the  Shipping 
Board  and  Congress  do  their  part,  and 
the  private  shipping  interests  and  re- 
lated interests  co-operate.  Proper  in- 
surance facilities  provided  through  the 
pooling  of  American  fire  insurance  com- 
panies or  some  other  means  and  an 
American  registry  and  inspection  sys- 
tem which  would  be  recognized  through- 
out the  world,  would  play  their  part. 
Some  American  shipping  interests  assert 
that  they  are  forced  by  the  conditions 
they  face  to  take  insurance  with  Brit- 
ish companie.^,  although  they  would  glad- 
ly deal  with  American  companies  only 
if  that  were  possible  on  an  economic 

The  Department  of  Commerce  recently 
made  the  rather  depre-ssing  announce- 
ment that  American  ships  were  carrying 
a decreasing  percentage  of  our  e.\port 


and  import  trade,  the  Shipping  Board 
vessel.^  making  the  wor.-it  showing.  While 
such  a .statement  does  not  mean  that  the 
American  merchant  marine  is  rapidly 
disintegrating,  it  points  to  a condition 
which  may  well  claim  attention  and  stir 
the  Government  and  American  shipping 
terests  to  their  be.st  efforts.  An  accurate 
picture  of  the  export  situation  today  is 
given  in  Table  I. 

“ Foreign  ships  are  rapidly  regaining 
control  of  our  import  trade,”  the  Com- 
merce Department  report  adds.  “In 
July,  1920,  they  carried  only  36  per  cent, 
of  the  total,  while  in  July,  1921,  they 
carried  54  per  cent.,  an  increase  of  18 
per  cent.  During  the  same  period  Amer- 
ican independent  vessels  increased  their 
percentage  from  32  to  36,  while  the  Ship- 
ping Board  lost  22  per  cent.  Shipping 
Board  vessels  handled  only  86,788  tons 
of  imports  (10  per  cent,  of  the  total)  in 
July,  1921 — a record  low  figure — and 
only  one-sixth  of  the  total  carried  in 
July,  1920." 

The  import  situation  is  presented  in 
Table  U. 

The  question  of  wages  and  the  size  of 
the  crews  which  must  be  employed  on 
ships  of  American  registry  b one  which 
has  tong  been  a subject  of  agitation. 
There  are  few  who  believe  that  the  pay 
of  the  American  ^-cama^  will  be  brought 
to  the  level  paid  to  British  subjects,  or 
those  of  other  foreign  nations,  but  some 
are  of  the  opinion  that  steps  at  least 
should  be  taken  to  remove  the  difficulty 
presented  by  the  size  of  the  crews. 

Although  the  Department  of  Com- 
merce points  out  that  the  wages  of  the 
crew  of  a 7,500  deadweight  ton  coal- 
burning  steamer  are  -50  per  cent,  greater 
for  an  American  than  for  a British  ves- 
sel, with  the  pound  sterling  converted 
at  $3.73,  it  is  believed  that  wages  alone 
are  not  an  insurmountable  obstacle  to 
successful  competition  by  American  ves- 

“ Not  only  are  the  wages  per  man 
higher,  but  a larger  number  are  used, 
particularly  in  the  engine  room,”  the 
Commerce  analysis  states.  “Wages 
niake  up  about  onc-.sixth  of  the  total  op- 
eratuig  cost  of  an  American  vessel,  with 
16'A  per  cent,  fixed  charges  based  on  a 
$50  per  ton  valuation.” 

Tables  pre.-^ented  show  that  an  Amer- 
ican crtV  of  forty-nine  men,  as  required 
by  the  agreement  effective  since  May  31, 
1921,  receive  a grand  total  of  $4,629  per 
month  in  wages  ur  en  average  wage  of 
$154  per  day.  The  same  ship  of  British 
registry,  with  a crew  of  forty  men,  with 
the  pound  sterling  converted  at  $3.73,  re- 
ceive a total  of  $2393.55,  or  an  average 
wage  of  $76.45  per  day. 


" Perfect  Packaye  ” 
Campaign 

All  trades  and  industries  have  been 
asked  to  co-operate  in  the  “ Perfect 
Package  Movement  ” to  be  inaugurated 
by  the  railroads,  .steamship  lines  and  ex- 
press companies  in  the  United  States 
and  Canada  in  November,  which  has  been 
designated  as  “ Perfect  Package  Month.” 
The  purposeistostimulate  further  pub> 
lie  interest  in  good  packing  of  shipments, 
and  to  enable  the  carriers  to  improve  the 
transportation  service  of  the  country. 
During  November  on. examination  of  all 
shipments  sent  by  freight  or  express 
will  be  conducted  to  obtain  information 
os  to  the  bast  shipping  mctbod.s  carried 
on  by  the  variou.-:  tradas  and  industries. 

In  every  city  and  town  the  railroad  and 
express  people  will  form  campaign  com- 
mittees to  co-operate  with  local  shippers’ 
associations  in  carrying  out  the  plans 
announced  for  “ Perfect  Package  Month.” 
” Exception  reports  ” will  be  mode  out 
for  all  faulty  shipments  discovered,  and 
these  reports  will  be  sent  to  the  shippers' 
association  for  tabulation  to  ascertain 
how  high  a percentage  for  ■'  perfect  pack- 
ages ” the  shippers  of  that  city  have  at- 
tained. 


TABLE  II. 

United  States  Imports  Carried  by  American  and 
Foreign  Ships,  July,  1920-July,  1921 
(Excluding  Oil) 


Julv  608,008 

Augu.rt  700.838 

.‘leiitembci' 723.999 

October  1,082,358 

November  899,091 

December  703,834 

January 64i,671 

Febninry 516,053 

Murdi  655.226 

April  730,164 

May  6473‘>8 

June 524,785 

July  442,885 

Tobil  8,876380 


531382  32 
■>7',804  33 
530.295  31 
802,676  36 
892368  41 
1,074,812  52 
■ 397,585  31 
355,355  33 
597.712  38 
548,967  36 
516.362  38 
364,633  36 
300,3.53  36 


Sliipplnc  Bomi 

576,707  K ' 
482,676  27 
458,435  27 
359,175  16 
363,406  17 
298,440  14 
230.809  18 
226,832  21 
307,108  20 
226,580  15 
196,751  14 
127,204  12 
86,788  10 


1,686,097 
1,755,318 
1,712,729 
2,244  209 
2,154,765 
2,077,086 
1.270,066 
1,098,250 
1,560,046 
1,506.711 
1,360,471 
1,016,622 
830,031 


44  7,484,209  37  3,910,911  19  20,271,400 
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United  States  Sales  to  the  Tropics  Increase 


0NCREASING  populanty  of 
I'nited  States  luanufac' 

strikinpr  characteristic  of 
world  trade  developments 
in  recent  yeara.  The  value 
of  our  exports  to  the 
tropics,  says  the  Trade 

Record,  published  by  the 

National  City  Bank  of  New 
York,  jumped  from  $350,000,000  in  the 
year  before  the  war  to  $1,610,000,000  in 
the  fiscal  year  just  ended.  Exports  to 
the  tropics  in  the  1911-21  period  in- 
creased 350  per  cent,  while  those  to  the 
other  paits  of  the  world  increased  only 
150  per  cent,  in  the  same  period. 

This  big  irain  in  our  c.xports  to  the 
tropics  is  especially  intcrosting  in  \iew 
of  the  fact  that  the  bulk  of  the  tropical 
imports  consi.^ts  of  the  cla.ss  of  gooda 
which  we  e.'-pecially  desire  to  sell — manu- 
factures. While  certain  sections  of  the 
tropical  world  want  limited  quantities  of 
meats  and  flour  and  coal,  fully  three- 
fourth?  of  their  imports  from  the  United 
States  consist  of  manufactures,  a lai'ge 


part  of  wliich  tlicy  formerly  drew  from 
Europe. 

Thai  this  big  increase  in  our  sales  to 
the  tropics  " has  come  to  stay  " i.s  evi- 
denced  by  a close  analysis  of  our  official 
trade  figuros  of  the  period  19M-21.  Tlio 
tropical  world  consists,  stated  in  very 
round  teims,  of  all  North  America  south 
of  tlie  United  States,  all  South  America 
e.'cccpt  Argentina  and  a 1imite<l  area  of 
Chile,  all  of  Asia  e.xcopt  Chinn,  .Japan 
and  Siberia  (and  in  fact  a part  of  Cluna 
is  subtropical),  nil  of  Oceania  except  New 
Zealand  and  the  southern  part  of  Aus- 
tralia, and  all  of  the  continent  of  Africa. 
To  the  areas  thus  roughly  outlined  as 
“ tropical,"  or  at  least  subtropical,  we 
sent  in  1914  only  l.l  per  cent,  of  our  ex- 
ports, nnd  in  1921  about  25  per  cent,  of 
the  greatly  increased  total,  while,  as 
above  indicated,  the  actual  value  of  the 
merohandise  sent  to  the  tropics  incroased 
360  per  cent,  and  that  to  the  temperate 
zone  area  was  increasing  but  150  per 

On  (ho  import  side  the  figures  are 
equally  striking.  Our  total  imports  from 


the  tropical  world,  as  above  roughly  out- 
lined, grew  from  $620,000,000  in  1914  to 
$1,037,0110,00(1  in  1921,  an  increase  of  ICO 
percent. .while  our  imports  from  Uicother 
parts  of  the  world  increased  le.ss  than  60 
per  cen(.  *n  the  same  period.  Moivhandiso 
from  the  tropics  formcii  32  per  cent  of 
our  total  imports  in  1914  ami  46  per  cent, 
in  1921,  while  the  exports  sent  to  that 
area,  as  already  indicated,  formed  but  15 
per  cent,  of  the  total  in  1914  and  25  per 
cent,  in  1921.  Tlie  grand  total  of  our 
trade  with  the  tropic.?,  including  both  im- 
ports from  nnd  ojtports  to  that  area, 
showed  an  increase  of  233  per  cent  in  the 
1914-21  period,  while  that  with  the  non- 
tropical  world  incroased  but  110  per  cent 
While,  of  couifo,  a part  of  this  gain 
in  our  trade  \rith  the  tropics  is  due  to  the 
reduced  producing  and  buying  power  of 
Europe,  it  is  especially  interesling  to 
note  that  we  are  g.aining  in  our  trade  re- 
lations with  (he  section  of  the  globe 
which  lias  now  the  best  prospects  of  a 
rapid  gain  in  its  producing  and  buying 
power — the  tropics.  With  the  application 
of  the  fann  and  road  tractors  to  agri- 


culture nnd  transportation  in  the  tropical 
world,  where  the  use  of  the  horse  and  ox 
was  always  limited  by  climatic  condi- 
tions, the  development  of  their  produc- 
ing, transporting  nnd  therefore  buying 
power  seems  likely  to  be  extremely  rapid 
in  the  near  future  and  their  demands 
upon  tlic  United  States  for  clothing,  ma- 
chinery and  miscellaneous  manufactures 
should  correspondingly  increase,  especial- 
ly ns  we  are  the  world’s  large.st  pur- 
chasers of  their  chief  products — coffee, 
sugar,  vegetable  oils,  rubber,  hides,  fibres 
and  tin. 

Our  1921  imports  of  sugar  were  7,000,- 
000,000  pounds,  against  6,000,000,000  in 
1914;  of  coffee  1,360,000,000  pounds, 
against  1,000,000,000  in  1914;  of  rubber 
367,000,000  pounds,  ngain.st  132,000,000 
in  1914.  Our  c.xports  of  cotton  goods, 
most  of  which  go  to  the  tropic.?,  wore  in 
1921  $240,000,000  in  value,  against  $54,- 
000,000  in  1914;  while  of  finished  manu- 
facture.?. which  fonn  probably  three- 
fourths  of  our  sales  to  the  tropics,  the 
total  exports  of  1921  were  $2,643,000,000, 
against  $725,000,000  in  1914. 


Rising  Prices  and  Labor’s  Part  in  Reconstruction 


carried  in  and  through  the  Fall  and 
Winter  sea.-on.>  with  increaring  burden 
A straightforward  recognition  of  this 
point  of  wcaknc.ss  is  especially  important 
at  this  time  when  the  problem  of  unem- 
ployment forced  upon  our  sympathies 
with  many  proposal?  for  re’ief,  most  of 
them  unsound  and  uneconorfiic-  For  in- 
stance, in  advance  of  the  readaptation  of 
labor  to  the  changed  conditions,  any  at- 
tempt to  undertake  constructions  of 
large  public  works  for  the  supposed  pur- 
pose of  increasing  employment  would  be 
ridiculous,  as  it  would  retard  rather  than 
help  the  process  of  recon-struction;  the 
great  cost  of  .such  public  works  must 
mean  taxe.®  higher  than  they  ought  to 
be,  to  say  nothing  of  the  more  immediate 
disadvantages  of  pi-actically  comman- 
deering capital  to  defray  expenses  of 
non-productive  construction  which  should 
be  attracted  for  more  permanent  ad- 
vantage, to  the  hebilitation  and  rehabili- 
tation of  productive  enterprises. 


To  show  the  e.xtent  to  which  laudable 
but  nevertheless  misguided  purpose  and 
desire  may  lead  us  astray  from  the 
straight  and  narrow  road  of  reconstruc- 
tive effoi-t,  we  may  note  a p’nn  an- 
n:5unccd  in  the  papers  veiy  recently,  that 
the  Shipping  Board  diartcr  its  vessc’s  at 
a dol'ar  a month  to  carry  coal  abroad, 
the  thought  being  that  by  lowering  the 
coft  of  American  coal  abroad  there  will 
be  created  an  export  demand  which,  it 
is  supposed,  will  force  calling -back  to  the 
mines  many  miners  now  unemployed. 
But  are  the  proponents  of  the  plan  sure 
that  the  first  effect,®  of  an  incrca,sing 
export  trade  will  be  employment  of  more 
miners  instead  of  an  increase  in  prices, 
since  the  increased  demand  will  be  fe’t, 
first  of  all,  by  those  who  control  the  coal 
already  mined?  Unemployment  in  this 
country  can  be  helped  more  by  reduction 
of  the  price  of  coal  here  than  in  the  at- 
tempt to  force  our  coal  abroad  by  Gov- 
ernmental subsidy  which,  of  course. 


means  additional  taxes  to  be  paid  by  the 
very  same  industries  which  suffer  by  the 
maintenance  of  higli  prices  for  coal  and 
which  will  suffer  still  more  if  the  present 
high  price.®  be  increased  through  divor- 
.«ion  of  coal  abroad  to  meet  a demand 
temporarily  and  artificially  created.  Bet- 
ter it  is  to  increase  the  supply  here  and 
lower  prices— lowering  manufacturing 
cost.® — leading  to  lowered  prices  of  fin- 
i®he<l  commodities,  some  of  which,  at 
least,  must  bo  bought  by  the  miners. 

The  reorganization  of  the  social  and 
economic  order  takes  in  all  of  the  many 
problems  of  the  re.®hifting  of  popu'ation 
from  the  point  of  centralization  for  war- 
time pui-poscR  to  places  more  useful  for 
peacetime  pursuits;  of  the  readjustment 
of  occupations,  and  of  the  reorganization 
of  government. 

Space  will  not  permit  us  to  go  into  de- 
tailed analysis  of  these  many  problems, 
many  of  which  are  dependent  upon  satis- 
factory progress  having  been  made  in 


the  other  lines  of  reconstructive  effort. 
Note,  for  in.stance,  what  has  been  termed 
the  "hou.sing  problem,”  which  is  an  in- 
cident of  the  reshifting  of  population. 
If  labor  had  readjusted  itself,  even  to  no 
greater  extent  than  the  material  men 
have  rcadiu.slc<l,  or  arc  rcarly  to  read- 
just themsolve.s,  we  would  now  be  in  the 
midst  of  a tremendously  active  era  of 
building,  without  the  pre.sence  of  such 
makeshift  and  perhaps  inequitable  laws 
as  the  tax  exemption  of  new  residences. 

Organized  labor  has  arrogated  to  itself 
a very  great  share  of  the  credit  for 
winning  the  war.  Will  it  not  now  take 
upon  itse'f  its  just  proportion  of  the  bat- 
tle to  win  peace?  It  is  an  important 
ta.sk,  and  praise  and  credit  will  be  un- 
stinted if  labor  shou'd  replace  its  policy 
of  ob.®truction  and  so'fishness  with  ono 
of  sincere  and  who’.e-heartcd  exertion  to 
complete  the  work  of  reconstniction  and 
to  revive  and  accelerate  industry  and 
commerce. 


The  Week  in  Canada 

Condnuca  from  Pace  3SS 


proving  the  unemplo>Tnent  situation,  the 
Canadian  National  Railways  is  placing 
orders  for  repair  work  with  the  various 
car-building  plants,  which  are  operating 
at  a very  low  point.  About  a week  ago 
the  Canadian-  Car  and  Foundry  Com- 
pany, tbe  largest  of  its  kind  in  the  Do- 
minion, notified  its  shareholders  that, 
owing  to  tbe  decision  of  Canadian  rail- 
ways to  defer  making  additions  to  roll- 
ing stock  until  there  was  an  improve- 
ment in  both  traffic  and  earnings,  it  had 
been  decided  to  pas.s  the  current  dividend 
on  the  preferred  stock  The  dividend  is  7 
per  cent,  on  $7,600,000.  However,  some 
of  the  structural  steel  plants  are  report- 
ed to  be  operating  close  to  capacity. 
Manufacturers  of  electrical  machinery 
appear  to  be  fairly  well  employed,  and 
one  Ontario  concern  announces  that  it 
is  running  at  83  per  cent,  capacity. 

Annual  reports  of  two  of  the  large 
flour  mills,  issued  this  week,  show  sub- 
stantial declines  in  profits  for  the  last 
Tiscal  year,  One  Ls  the  Ogilvie  Flour 
Mills  Company,  whose  profits  from  all 
sources,  after  paying  bond  interest, 
amounted  to  $636, .303,  compared  with 
$959,665  for  the  previous  year,  while  the 
amount  carried  over  was  $196,308, 
against  $269,065.  Current  assets  in- 
crease<1  by  $367,9.34  to  $30,209,787,  and 
current  liabilities  by  $308,663  to  $2,186,- 
653.  Dividend.®  of  7 per  cent,  on  the  pre- 
ferred and  12  per  cent,  on  the  common 
slock  were  paid  within  the  year.  The 
other  company  is  the  St.  Lawrence  Flour 


Mills  Company.  Its  profit,®  were  $147,- 
801,  again.st  $215,077  a year  ago.  A div- 
idend of  6.7  pe/  cent,  was  paid  On  the 
common  .stock,  compared  with  13.5  for 
the  year  before  and  16  per  cent,  in  1919. 
Working  capital  shows  a reduction  of 
$65,*  72,  and  under  current  liabilities  an 
increase  of  $45,188  ha.s  taken  place  in 
bank  loans.  Another  indu.strial  concern 
to  experience  a reduction  in  profits  is 
the  Rus.sell  Motor  Car  Company,  the  fig- 
ures being  $158,124,  against  $339,453 
for  3920.  This  is  equal  to  9.2  per  cent, 
on  the  common  stock,  against  38.8  a year 
ago.  Current  assets  stand  at  $641,513, 
against  $51,067  in  1920,  and  current  Ila- 
bilitie.®  at  $434,947,  compared  with  $061,- 
025.  President  Lloyd  Harj-is  announced 
that  the  United  States  subsidiary — Rus- 
sell Motor  Car  Company,  Inc.,  Buffalo, 
N.  Y. — organized  to  carry  out  munitions 
contracts  during  the  war,  is  in  procc.®s 
of  liquidation,  plant  and  equipment  hav- 
ing already  been  sold. 

Further  advancement  has  recently 
been  made  in  respect  to  the  development 
of  hydroelectric  power.  At  Twin  Falls, 
on  the  Abitibi  River,  work  has  just  been 
has  been  completed  this  week  which  will 
completed  on  a new  $5,000,000  hydro- 
electric power  plant,  the  main  purpose 
of  which  is  to  supply  additional  energy 
for  the  Abitibi  Power  and  Paper  Com- 
pany’s plant  in  Iroquoi.®  Falls.  The  new 
plant  is  (he  largest  in  Northern  Ontario, 
having  a generating  capacity  of  28,000 
horse  power.  At  Kenogamiee  Lake,  near 


the  head  of  the  Mattagami  River,  a dam 
raise  the  level  of  tlio  water  ten  feet  for 
a distance  of  thirty  miles,  thus  provid- 
ing the  means  of  generating  hydroelec- 
tric power  for  the  minus  in  Northern 
Ontario,  which  at  present  are  using  about 
®12,000  horsepower.  With  the  completion 
of  this  dam  it  is  anticipated  that  the 
shortage  of  power  experienced  last  Win- 
ter will  be  avoided  in  the  future. 

Gold  mining  operations  in  Northern 
Ontario  are  being  conducted  on  a scale 
far  beyond  that  hitherto  c.xpci'ienccd, 
The  Hollinger  Mine,  for  example,  is 
treating  an  average  of  3,800  tons  of  ore 
a day,  from  which  approximately  $40,000 
in  gold  is  being  obtained,  A year  ago 
the  daily  average  was  1,800  tons  of  ore. 
Therefore  an  adequate  supply  of  hydro- 
electric energry  is  very  essential.  Follow- 
ing last  week's  sale  of  $7,500,000  bonds 
the  Manitoba  Power  Company  has 
awarded  contract.®  for  the  construction 
of  the  now  $10,000,000  hydroelectric 
power  plant  on  the  Winnipeg  River.  The 
capacity  of  the  plant  when  completed 
will  be  168,000  horsepower. 

Within  the  last  week  or  ten  days  Man- 
itoba has  occupied  a position  of  promi- 
nence in  respect  to  new  bond  issues.  In 
addition  to  the  $7,500,000  power  issue 
referred  to  above,  the  Provincial  Gov- 
ernment has  been  in  the  market  for  SS,- 
000,000  6 per  cent,  twenty-year  bonds. 
The  highest  bids  received  were  105.4306 
for  the  United  State.®  market  nnd  97.341 
for  the  Canadian,  or  on  a basi.s  of  6.30 


and  6.23,  re.spectively.  Up  to  the  time 
of  writing,  however,  only  $1,000,000  were 
sold,  and  that  on  the  Canadian  basi.s, 
the  Provincial  TretLsurcr  stating  that 
new  tenders  might  be  culled  for,  as  the 
offers  were  not  up  to  anticipation.  The 
City  of  Winnipeg  ha.s  sold  an  issue  of 
$1,629,000  6 per  cent,  twenty-five-year 
bonds  to  u .syndicate  of  "American  nnd 
Canadian  dealers  at  106. ,545,  New  York 
funds.  St.  John,  N.  B.,  has  decided  upon 
a $820,900  issue,  bearing  C per  cent,  nnd 
of  from  five  to  forty  years’  maturity, 
but  no  date  for  the  calling  of  tenders 
has  yet  been  fixed.  Canadian  dealers 
report  that  the  demand  continues  good 
for  long-term  bonds,  although  the  mar- 
ket is  not  yet  through  digesting  recent 
issues. 

Although  the  Canadian  money  market 
is  characterized  by  a rather  en.sier  tone, 
local  banker.®  state  that  actually  lower 
rates  of  interc.st  are  not  likely  to  gen- 
erally obtain  until  after  the  demand  for 
funds  for  financing  the  new  crops  has 
been  satisfied.  So  far  the  banks  have 
experienced  no  difficulty  in  providing 
funds  for  the  latter  purpose,  although 
the  movement  of  grain  from  interior 
points  in  the  great  West  is  much  heav- 
ier than  in  former  years,  carloads  of 
grain  inspected  at  Winnipeg  during  Sep- 
tember numbering  30,093,  against  18,760 
the  same  montli  a year  ago.  Bankers  oa- 
timata  the  extra  amount  of  money  re- 
quired to  finance  this  year’s  crops  at 
$100,000,000. 
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The  Annalist  Barometer  and  Business  Index  Line 
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IKECTIONS  which,  month  after  a downward  turn  of  the  in- 
il  is  hoped,  will  en-  dex  line  could  constitute  a true  forecast 
able  the  newest  only  jf  it  were  at  least  3.55  per  cent 
reader  of  The  An-  Ims  than  the  index  number  of  the  month 
NALiST  to  use  to  ud-  of  the  turn.  For  88  is  five  more  than  83 
vantage  The  An-  and  five  times  ,71  equals  3.65.  Now  88 
NAUSrr  Business  In-  is  exactly  3.65  per  cent  less  than  91.24, 
that,  had  the  index  number  of  the 
turn  been  91.24  or  more  a true  forecast 
would  have  been  given.  Had  it  been  less 
than  91.24  no  forecast  would  have  been 


dex  Lino,  are  given 
.ilimilllllllllllllllllllllllllllllll^  in  what  follows, 
together  with  an 
explanation  of  the  manner  in  which  the 
line  1 


created  and  is  now  continued  indicated,  but  the  do^vnwa^d  turn  of  the 
from  month  to  month.  The  explanation  line  would  have  been  considered  merely 

was  given  in  Tub  Annalist  of  last  a minor  fluctuation. 

M.reh  28.  Sirct  then,  however,  many  To  iceapitoloto,  then;  THE  Annalist 
new  roadera  have  found  the  hue  per-  Basme,,  Index  Uno  Indicate,  no  poten- 
plcx,ng  m their  lack  of  knowledge  of  its  tiai  foreea.,!  unless  it  change,  its  dirce- 
or^n  and  niethod  of  ope^t.on,  ,je„,  „ ^ 

The  line  is  designed  to  foiecast  the  ing  to  a rising  line  three  percentage  re- 

trend  of  business  and,  to  date,  has  func-  lations  must  be  established  by  the  index 

tioned  with  perfect  accuracy.  In  last  numbers  of  the  three  months  succeeding 

November  it  foretold  the  end  of  the  bear  the-  turn.  If  the  change  be  from  a rising 

nmidtet  on  the  New  York  Stuck  Ex-  to  a falling  line,  the  drop  in  the  first 

change  which  terminated  in  the  follow-  month  following  the  turn  must  be  equal 

ing  month,  predicted  the  brief  reaction  at  least  to  a variable  percentage  depend- 

January  and  the  subsequent  relapse  ing  upon  the  difference  between  83  and 


1ST  Business  Index  for  that  month.  The 
moving  averages  are  made  on  what  is 
known  as  a three-two  scale;  that  is,  each 
monthly  average  is  comprised  of  the  per- 
centage deviations  for  four  month.s, 
those  of  the  second  and  third  months 
being  included  twice,  while  those  of  the 
fii-st  and  fourth  months  are  included  only 
once.  The  average  for  the  ensuing 
month  is  obtained  by  dropping  out  of  tlie 
calculation  the  first  month  of  the  former 
average  and  .idding  in  an  additional 
month,  the  firet  and  fourth  again  being 
considered  only  once,  while  the  new  sec- 
ond and  third  are  doubled. 

The  average  percentage  deviation 
from  normal  of  all  five  factors  having 
been  found  foy  any  given  month.  The 
Annalist  Business  Index  for  that  month 
is  found  by  combining  the  averages  in 
this  formula: 


which  was  inaugurated  in  February, 
fixed  lost  August  as  the  month  before 
which  no  renewal  of  busincs.s  activity 
might  be  looked  for,  and  the  facts 
piovotl  the  accuiacy  of  this  prediction. 
The  following  explanation  is  given  in  the 
belief  that  this  record  makes  the  line 
well 

interested  in  how  the  line 
operates  than  in  why  it  does  so,  there 
may  be  given  at  once  directions  for  util- 
izing the  line. 

First,  it  i.s  to  bo  kept  constantly  in 
mind  that  the  slope  of  the  line  is  of 
minor  signilicdnce.  The  essential  thing 
for  which  to  look  is  a reversal  of  this 
slope.  While  the  index  line  continues 
to  rise  or  fall  it  indicates  nothing  more 


the  last  index  number. 


Q 0 much  for  the  purely  mechanical 
^ method  of  using  the  line.  There  re- 
mains the  explanation  that  the  fore- 
casts given  by  The  Annalist  Busi- 
,,  j A o-  Index  Line  foi-ctell,  not  immediate 

worth  undcT,taDdmg.  S.oce  piany  |„„g.«„o 

bo  more  intoroslod  in  how  tho  Imo  mvortpiont  .iority 

prices  on  the  New  York  Stock  Exchange. 
Its  application  to  the  trends  of  business 
is  derived  from  the  economic  fact  that 
business  trends  accurately  follow  the 
longs  swings  of  Investment  security 
price.*!  by  from  four  to  ten  months.  It 
has  been  pos.<iiblc,  in  the  past,  to  com- 
pute the  exact  period  of  lag  between  se- 
curity price  and  business  trends  by 


deviab'on  from  normal  of  Bradstreet’s 


than  the  negative  fact  tliat  no  alteration  mathematical  formula  which  need  not  be 
of  the  la*it  forecast  is  in  sight  To  give  gone  into  here. 


The  theory  of  the  line  as  a business 
index,  as  has  just  been  explained,  is  the 
economic  theory  that  the  movement  of 
the  stock  market  discounts  the  move- 
ment of  business  by  from  four  to  ten 
munth*:.  The  initial  problem,  then,  in 
ck'rising  The  Ann,\list  Business  Index 
Line,  was  to  discover  a means  of  fore- 
ca-sting  tho  movement  of  the  stock  mar- 
ket. Minor  fluctuations  were  ignored 
and  a device  was  .sought  which  .should 
accurately  indicate  in  advance  the  ter- 
mination of  long-continuod  movements 
ity  prices,  either  up  or  do\vn,  and 


a forecast  the  line  must  turn  up  if 
been  moving  down,  or  down  if  it  has  been 
moving  up.  Only  chongc.s  in  the  slope 
of  the  line  constitute  forecasts. 

But  not  all  changes  in  slope  are  true 
forecasts.  Minor  fluctuations  will  cause 
the  line  to  alter  its  course  when  no  fore- 
cast is  to  be  undcrstoo<L  The  speed 
with  which  Ihe  line  reverses  its  direction 
is  a controlling  factor.  It  has  been  pos- 
sible to  determine  ihe  minimum  speed 
with  which  the  line  must  make  its  turn 
to  constitute  a genuine  foreca.st.  It  may 
turn  more  rapidly,  of  course,  but,  if  it 
turn  less  rapidly  than  demandeci  by  the 
minimum  requirements,  tlie  shift  in  di- 
rection is  to  be  put  do^vn  as  a minor 
fluctuation  and  no  inference  may  fairly 
be  drawn  from  it. 

The  minimum  requirements,  in  the 
case  of  a downward  moving  line  which 
turns  upward,  have  been  found  to  be 
that  the  index  number  of  the  second 
month  after  the  tuni,  March,  for  in- 
stance, if  the  cum  had  come  in  January, 
must  equal  more  than  110  per  cent  of 
the  index  number  of  the  month  of  the 
turn  and,  at  the  same  time,  more  than 
lOS  per  cent  of  tiie  index  number  of  the 
first  month  following  the  turn.  If  these 
conditions  are  fulfilled  it  is  still  essen- 
tial that  the  index  number  of  the  third 
month  after  the  turn  shall  be  more  than 

llO  per  cent  of  the  index  number  of  the  normal  growth  of  the  industry  to  meet 
second  month  after  the  turn.  the  gain  in  population,  the  spread  of 

In  the  ca.se  of  an  upward  moving  line  building  and  the  general  expan.*!ion  of 
which  turns  downward,  only  the  index  the  country.  The  index  number  shows 
number  of  the  month  of  the  turn  and  of  whether  the  production  has  exceeded  or 
following  month  need  be  con-  fallen  below  this  nonnat  growth,  ex- 
forccast  is  indicated  pressing  it  in  terms  of  the  percentage 


<2CP+o«n*[m+tioo) 

CP  standing  for  commodity  prices, 

IR  for  interest  rates,  P for  pig  iron  pro- 
duction. NYC  for  New  York  bank  clear- 
ings and  OC  for  clearings  outside  of 
New  York. 

The  necessi^  for  a formula  in  frac-  Wholesale  Commodity  Pricc.s  for  sVp- 
noiml  form  will  become  apparent  when  tember  is  — 97.8;  for  pig  iron  produc- 
it  IS  realized  that  rising  commodity  tion  it  is  — 107;  for  bank  clearings  in 
prices,  increased  interest  rates  and  New  York  City  it  is  103.1;  for  bank 
glowing  volume  of  bank  clearings,  while  clearings  outside  of  New  York  it  is 
present  in  times  of  prosperity,  are  pre-  —21.5,  and  for  interest  rate  it  is  21  5 
cursors  of  a change  in  the  business  cycle  Combining  these  according  to  the  for^ 
and  are  roost  emphasized  j'ust  before  a mula  given  above  we  have  twice  —97.8 
period  of  great  business  activity  and  ex-  plus  COO,  or  404.4,  for  the  first  phrase 
pansion  gives  place  to  one  of  depres-  in  the  denominator  of  our  fraction.  This 
Mon.  Rising  prices,  increased  interest  is  multiplied  by  21.5  plus  600,  or  621 5 
rat«  and  swelling  bank  clearings  should,  the  .second  phrase  of  the  denominator.’ 
therrfore,  reduce  the  index  number  if  The  product  of  these  is  multiplied  by 
this  IS  accurately  to  forecast  the  follow-  two-thirds  of  — 407  plus  one-third  of 
mg  phase  of  the  business  cycle,  and  it  103.1  plus  — 2l.6  plus  700,  a phrase 
IS  obvious  that,  by  placing  these  factors  equaling  441.5,  so  that  the  fraction  for 
in  the  denominator  of  a fraction,  their  Ihe  October  index  number  reads- 
movement  i.s  made  to  result  in  the  les- 
sened index  number  which  is  desired. 

Conversely,  when  these  indicators  fall  -J  * wi,..*  wi.s 

away  from  normal  the  index  number  ®A“al  to  225J2,  the  index  number  for 

.<d)ou]d  increase,  showing  that  the  period  September.  So  much  for  the  method  of 
of  depression  is  nearing  an  end,  and  this  <^®”ving  the  index  number, 

is  just  what  happens  by  the  use  of  a Th®  range  of  the  averages  of  the  li.st 

fractional  fonnula.  of  sound  investment  securities  used  in 

coimection  with  The  Annalist  Busir 


T^HY  the  fraction,  however,  should 
“ “ have  for  a numerator  the  constant 
250,  is  to  be  explained,  as  well  as  why 
the  factors  should  be  increased,  in  two 
Atances  by  600,  and  in  the  third  by  700. 


the  beginning  of  the  oppo.site  market  The  explanation  is  tliat  this  weighing  of 


ings.  The  present  index  line  is  frank- 
ly empirical  and  ils  value  as  a fore- 
caster of  the  future  is  predicted  wholly 
on  its  success  in  the  past. 

The  fonnula  on  wliich  the  index  line 
is  based  considers  the  monthly  varia- 
tions of  five  factors:  Bradstreet's  Index 
of  \Vholesale  Commodity  Prices,  pig  iron 
production,  bank  clearings  in  New  York 
City,  bank  clearings  outside  of  New 
\ork  and  the  interest  rate  on  sixty  to 
ninety  day  prime  commercial  paper.  An 
index  number  i.s  obtained  for  each  of 
these  factors  monthly,  showing  the  vari- 
ation of  each  from  what  may  be  called 
its  own  normal  bas 
production  of  pig  ii 


to  increase  from  year  t 


the  factors  tends  to  smooth  out  the  in 
dex  line  when  the  index  numbers  are 
plotted  on  a chart  and,  so,  makes  it  more 
easily  read.  The  change  from  600  to 
700  in  the  third  factor  is  to  reduce  its 
importance  slightly  in  relation  to  the 
other  factors  and  was  purely  the  result 
of  experiment  just  as  the  entire  formula 
is  purely  an  empirical  device  derived  by 
a study  of  the  pa.st  relations  of  the  fac- 
tors involved. 

The  product  of  600  times  600  times 
700  is  252,000,000,  or,  the  ciphers  being 
ignored  to  facilitate-  computation,  252. 
It  is  clear,  then,  that  if,  in  the  averages 
For  instance,  the  derived  for  any  four  months,  there  were 
may  be  expected  no  change  from  normal  in  any  of  the  five 


sidered. 

and  not  a minor  fluctuation  if  the  index 
number  of  the  first  month  after  the  turn 
is  less  than  the  index  number  of  the 
month  of  the  turn  by  a percentage  to  be 
computed  as  follows:  Multiply  by  .71 
tho  difference  between  the  last  index 
number  and  83,  the  resulting  percentage  number. 

giving  the  minimum  percentage  by  Moving  averages  of  these  monthly  pei^ 
which  the  index  number  under  consid-  centages  of  deviation  from  normal  are 
oration  must  dimmish  from  the  index  kept  for  each  of  the  five  factors,  and  the 
number  of  the  turn.  For  example,  an  averages  of  all  the  factors  for  any  given 

index  number  of  88  occurriny  in  the  first  month  are  combined  to  give  The  Annal- 


deviation  from  normal.  Tons  of 
pig  iron,  rates  of  interest,  dollars  of 
clearings  and  the  index  number  of  prices 
being  thus  reduced  to  a common  term, 
percentage  deviation  from  normal,  they 
may  be  combined  to  form  a single  index 


year  due  to  the  factors  employed  in  the  formula,  the 
fraction  would  become  equal  to  one,  that 
is,  252,000,000  divided  by  252,000,000, 
and  the  index  number  would  remain  at 
100  per  cent.  Any  movement  from  nor- 
mal in  the  averages  of  the  five  factors 
is  instantly  reflected  in  the  fraction,  al- 
though, as  has  been  explained,  in  mini- 
mized form.  But,  since  250  makes  for 
greater  ease  in  computation  than  252 
without  occa.sioning  more  than  a slight 
change  in  the  accuracy  of  the  fraction, 
250  is  employed  as  a numerator  instead 
of  262. 

The  actual  method  of  deriving  the  in- 
dex number  may  be  illustrated  with  the 
September  figures,  which  have  just  come 
to  hand.  Taking  the  factors  in  the  or- 
der they  are  mentioned  earlier  in  this 
ariiclc,  the  average  of  the  percentage  | 


Index  Line  was,  for  the  month  of  Sep- 
tember, 85  high  and  79.18  low.  The  in- 
dex Une  stiU  continuing  to  rise,  no  in- 
dication of  a forecast  is  given,  and  there 
is  in  sight,  therefore,  no  nrason  to  altar 
the  prediction  given  back  in  last  Novem- 
ber, neariy  a year  ago,  that  business 
would  begin  to  revive  in  August  of  this 
year  and  that  the  bear  market  on  the 
New  York  Stock  Exchange  would  be 
succeeded  by  a bull  movement  at  the 
termination  of  the  relapse  which  began 
in  February.  Business  revival  did  begin 
in  August,  and  there  seems  to  be  reason 
to  believe,  that  this  relapse  has  about 
run  its  course. 
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Bond  Prices 

A monthly  compari- 
son of  bond  prices 
since  the  fint  of  the 
year  iodicatcs  that 
many  of  the  more 
conservative  issues 
have  been  slowly  but 
steadily  advancing 
in  price. 
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New  York  Stock  Exchange  Transactions 


U'cefc  Ended  October  22,  1921 

— -^earlT  rile*  y „ ST0CK», 


Total  Sales  2,814,270  Shares 
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Ne^o  York,  Monday,  October  24,  t'J2t 


The  Trend  of  Bond  Prices— Average  of  40  Listed  Issues 


Week  Ended  October  22  Total  Sales  $74,144,000  Par  Value 
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The  Annalist  Barometer  of  Business  Conditions 
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Transactions  on  the  New  York  Curb 
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l^ew  York,  Monday,  October  34.  l!/2i 


Transactions  on  Out-of-Town  Markets 

Boston 


II 

: 5 
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Dividends  Declared  and  Awaiting  Payment 
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Rates,  Wages  and  Rules 


for  Working  Conditions 


By  Edward  A.  Bradford 


giinilllllllilllllllilllllllllllllimillllllffl  event  of  last  week, 
^ except  the  later 

abandonment  of  the 
strike,  was  more 
Ktriking  than  the 
announcement  that 
1.419,663  railway 
workers  would  not 
otey  the  strike  or- 
der issued  by  the 
4(H,503  train-sonricc  men-  The  rift  in  the 
ranks  of  railway  labor  i.s  more  apparent 
than  the  manner  in  which  it  came  about 
in  that  the  majority  is  conser\’ative,  al- 
though it  might  be  expected  to  be  rad- 
ical. and  that  the  minority  i.s  radical,  al- 
though it  had  the  reputation  of  conserva- 
tism. The  shop  crafts,  which  refuse  to 
strike,  arc  " standard  ” unions;  that  is, 
are  affiliated  with  the  Federation  of 
Labor.  The  minority,  the  train-service 
unions,  have  hitherto  held  themselves 
aloof  from  the  other  railway  craft.s,  com- 
plai'i-ntly  accepting  for  themselves  ,he 
charactcrizuiion  of  ''  the  aristocracy  of 
labor,"  conferred  by  the  other  jealous 
railway  union.s.  The  Federation  has  of- 
ten courted  the  train-service  unions,  and 
there  liuve  I'cen  flirtations  between  them, 
but  the  train-.service  men  were  coy.  Now 
the  shop  craft-s  repay  them  by  declining 
to  follow  their  leiidcrship  in  a matter 
which  might  seem  of  common  interest, 
but  which  really  has  driven  them  fur- 
ther apart.  The  manner  in  which  that 
has  happened  is  worth  de.scribing  and 
understanding  better  than  by  compress- 
ing the  explanation  into  the  statement 
that  the  ba.sic  trouble  i.s  the  substitution 
of  national  rules  for  national  ogree- 

A rule  fixing  conditions  of  employ- 
ment for  all  railway  workers  and  im- 
po.scd  by  Federal  officials  is,  without 
doubt,  a national  rule.  But  what  are  na- 
lionnl  agreements?  And  how  does  the 
substitution  of  national  rule.s  for  na- 
tional agreements  transform  conserva- 
tive unions  into  radical  and  vice  versa? 
The  unions  affiliated  with  the  Federa- 
tion arc  national  unions,  and  act  a.s  a 
unit.  The  five  train-service  brotherhoods 
have  never  so  organized  themselves. 
They  were  habitually  almost  jealous  of 
each  other  and  individually  self-suffi- 
cient Entangling  alliance.s  were  abhor- 
rent to  them  for  many  yenrs.  Only 
within  about  twenty  years  have  the  con- 
'ductors  and  trainmen  made  common 
agreements  with  the  railways  individ- 
ually. Not  until  some  years  later  did  the 
engineers  and  firemen  co-operate  in  ne- 
gotiations, including  four  brotherhoods, 
in  ngreements  with  rnilway  companies 
serving  large  areas  of  territory  in  large 
systems.  About  a decade  ago  standard- 
ization of  working  conditions  for  the 
four  brotherhoods  wa."  completed  for  the 
Eastern,  We.stern  and  Southern  districts. 
S%vitehmen  joined  them  later,  and  in  1916 
came  the  first  nation-wide  strike  threat 
under  the  auspices  of  these  aristocrats 
and  conservatives.  They  carried  their 
point  in  the  enactment  of  the  Adamson 
law.  That  gave  them  the  eight-hour  day 
and  ten  hours’  pay,  but  did  not  affect 
their  ngreements  by  negotiations  with  the 
Hiitwoy  individually  for  condiUons  of 


employment.  There  have  been  many  dif- 
ferences of  opinion  about  those  agree- 
ments, which  were  really  such  without 
quotation  marks.  There  have  been  strike.s 
over  them  and  arbitrations,  and  proba- 
bly they  are  not  perfect  even  now.  But 
they  were  not  national  agreements,  al- 
though the  unions  were  nation-wide  in 
their  membership.  Only  the  standard 
union.s  have  national  agreements,  and 
thereby  hangs  a tale  necessary  to  relate 
if  the  present  disorganization  of  rail- 
way labor  is  to  be  understood. 

TN  the  war  years  the  Federation  rail- 
way  unions  were  pampered  by  the 
Federal  Railway  Administration,  because 
they  freiuently  struck,  say  more  than 
thirty  times,  whereas  the  train-service 
unions  .struck  but  once.  It  followed  that 
the  striking  union.s  received  more  wage 
concessions  than  the  train  services,  but 
they  had  no  status  regarding  working 
condition?  such  as  the  train  sendee?  had. 
These  they  obtained  for  the  first  time 
between  the  railways  as  a unit  and  the 
union.s  affiliated  as  a unit  in  a series  of 
.so-called  " agi-eements  " arranged  by  the 
Wav  Administration  long  after  the  ar- 
mistice, and  long  after  it  wa.s  known 
that  the  roads  were  to  be  returned  to 
private  control  and  operation.  Five 
ciafts  got  these  “agreements"  at  vari- 
ous dates  between  October,  1919,  and 
Feb.  1.  1920,  one  month  before  private 
operation  began.  The.?e  " agreements  ” 
covered  1,436,488  men.  The  reason  for 
calling  them  " ngreements  ” lie.s  in  the 
fact  that  they  were  negotiated  beeween 
labor  representatives  on  both  sides  of 
the  contract.  It  was  tes:ified  before  the 
Senate  committee  that  the  Government 
representatives  were  Me.s.srs.  Franklin, 
de  Guire  and  Daugherty.  Mr.  Franklin 
wa.s  Pre.sident  of  the  Boilermakers’ 
Union.  Mr.  de  Guire  had  been  a local 
Chairman  of  a firemen's  union.  Mr. 
Daugherty  had  been  a boiler  shop  fore- 
man. At  the  head  of  thi.s  committee  was 
the  As.sistant  Federal  Director  of  Rail- 
ways, who  had  been  a roundhouse  fore- 
man. These  gentlemen  had  no  difficulty 
in  coming  to  an  understanding  with  the 
Federationists  under  instructions  “ to 
negotiate  to  a conclusion,  and  either 
bring  in  an  agreement  or  a disigree- 
ment  on  which  the  Railroad  Administra- 
tion would  stand."  It  will  be  conceded 
that  the  agreements  are  worthy  of  the 
negotiators,'  and  arc  no  different  from 
what  might  have  been  expected.  In  the 
preliminaries  the  railway  representatives 
dissented  from  more  propo.sals  than  they 
agreed  to,  but  the  whole  wa.s  imposed 
upon  them,  firstly,  by  the  Director  Gen- 
eral, according  to  the  above  outline,  and 
later  by  the  Railway  Labor  Board  in 
the  manner  following: 

The  Transportation  act  cf  1920  re- 
quired that  war  wages  should  be  paid 
until  September,  1920,  but  made  no  such 
requirement  regarding  working  condi- 
tions repi-esentcd  by  the  national  agree- 
ments. Disputes  regarding  wages  go  di- 


rectly to  the  Labor  Board,  upon  which 
the  public  is  represented.  The  public 
has  no  direct  interest  in  working  condi- 
tion.s,  and  they  arc  referred  to  boards  of 
labor  adjustment  to  be  established  “by 
agreement  between  any  carrier,  group  of 
carriers,  or  the  carriers  as  a whole,  and 
an  yemployes  or  subordinate  officials  of 
carriers  or  organization  or  groups  of  or- 
ganizations thereof."  There  has  been  no 
such  agreement  for  the  negotiation  of 
working  conditions.  The  national  labor 
heads  will  not  consent  to  local  boards, 
and  the  railways  will  not  assent  to  any 
other.  Thi.^  lack  of  agreement  referred 
the  matter  to  the  Labor  Board,  and  thus 
it  became  entangled  with  the  quc.stion  of 
wages  in  the  first  decision  regarding 
wages.  The  board  in  granting  the  high- 
er wages  said  that  it  assumed  continu- 
ance of  existing  working  conditions  un- 
til the  question  of  modifications  of  them 
arose.  There,  then,  was  no  alternative. 
Neither  side  had  proposed  any  altera- 
tions of  the  working  conditions  agree- 
ment, and  the  board  had  no  standing  to 
alter  them  of  its  own  motion,  even  if  it 
had  been  practicable  to  do  so.  The  Labor 
Board  in  February  declined  to  grant  the 
railways'  application  to  end  the  national 
agreement,  and  revive  the  conditions 
which  preceded  it  in  1917,  but  in  April 
directed  the  unions  and  the  railways  to 
negotiate  working  condition  agreements 
to  replace  the  national  agreements  which 
should  end  on  July  1 this  year.  There  are 
no  .'Uch  agreements,  although  the  board 
sought  to  as.sist  the  negotiations  by  lay- 
ing down  sixteen  principles  which  should 
govern  them.  The  unions  on  their  part 
set  out  what  they  called  a bill  of  rights 
conferred  upon  them.selves.  In  present- 
ing them  Mr.'  Jewell  said:  "We  do  not 
wish  to  perpetuate  any  unreasonable 
rules  or  working  conditions.  We  do  not 
wish  to  cause  the  railroads  unnecessary 
expense.  We  shall  not  now  advocate — 
and  never  have  supported — any  rules 
that  do  this." 

^HE  sentiment  is  ci-editable  and  dc- 
scribes  several  of  the  eleven  points. 
But  there  are  others  which  cannot  be 
conceded,  there  is  wide  variance  between 
the  profe.ssion  of  faith  and  the  practice, 
and  there  arc  misunderstandings  between 
the  railways,  the  unions  and  the  Labor 
Boat'd  as  to  the  meanings  or  interpre- 
tations of  such  phrases  as  " collective 
bargaining,"  the  “ right  to  organize  ” 
and  other.s.  It  depends  upon  the  point 
of  view  whether  it  is  reasonable  to  for- 
bid piece  work,  which  was  abolished  by 
Rule  1 under  the  .shop  crafts  national 
agreement,  contrary  to  the  wishes  of  rail- 
way operators.  It  may  or  may  not  be 
right  that  lunchtime  should  be  paid  for  as 
wopktime  in  a shortened  workday.  Unions 
think  it  right  that  classifications  of 
workere  should  make  it  necessary  to  mul- 
tiply workers,  none  of  whom  will  do  the 
work  of  other  classes.  Space  is  lacking 
to  multiply  instances  in  which  the  na- 
tional agreements  compelled  the  roads 


to  pay  for  work  either  not  done  or  not 
productive  of  results.  It  is  in  testimony 
that  between  1917  and  1920  there  was  an 
increase  of  229,968  men  in  the  classes 
covered  by  the  national  agreements,  and 
that,  making  allowance  for  differences 
in  work  done  in  the  two  years,  176,882 
of  the  increase  were  unnecessary,  cost- 
ing the  railways  $300,000,000  and  swell- 
ing the  wage  total  to  $4,000,000,000.  It 
is  easy  to  say  that  the  workers  should 
be  paid  whether  the  railways  are  able 
to  pay  or  not,  but  that  hardly  holds 
true  when  the  increose  of  pay  is  fol- 
lowed by  reduction  of  work  done.  In- 
crease of  wages  and  decrease  of  effi- 
ciency go  ill  together  whatever  the  ar- 
guments in  justification. 

rj'HE  point  which  it  is  sought  to  em- 
phasize  here  is  not  the  merits  or  de- 
fects of  the  individual  agreements  of 
train-service  unions  or  of  the  national 
agreements  with  the  Federation  unions 
under  the  Federal  Administration  of  the 
railways  or  of  the  substitute  now  under 
preparation  by  the  Labor  Board,  but  the 
manner  in  which  these  incidents  disor- 
ganize the  railway  unions.  The  train- 
service  unions  saw  the  Federation  unions 
obtain  working  conditions  better  than 
their  own.  Next  the  train  services  saw 
their  own  agreements  thrown  into  hotch- 
potch with  the  Federation  agreement? 
when  the  Labor  Board  assumed  juris- 
diction to  revise  working  conditions  and 
rules  for  all  unions  on  all  railways.  The 
Federation  unions  had  procured  so  much 
that  they  were  not  entitled  to  that  the 
train-service  unions  saw  that  much  must 
be  .surrendered  by  all  the  unions.  That 
was  clearly  forecast  in  the  Labor  Board 
decisions  making  partial  revisions  of 
ihe  rules,  and  associating  wages  and 
rules  in  such  a manner  that  the  unions 
had  reason  to  fear  what  was  coming  re- 
specting both  of  them.  “ The  real  heart 
of  this  strike  is  the  contest  over  rules," 
said  Mr.  Jewell  for  the  Federation 
unions.  His  unions  were  not  ready  to 
strike  regarding  rulas  until  the  issue 
was  completed,  and  the  train-service 
unions  would  not  agree  either  to  aban- 
don their  strike  or  to  win  or  lose  only  in 
common  with  the  other  unions.  Thus  there 
was  both  a conflict  of  interests  and 
a false  mingling  of  issues  in  the  minds 
of  the  men.  Both  sides  talked  boldly,  but 
saw  themselves  placed  in  the  wrong  by 
an  ill-fated  strike  against  an  order  of  a 
Government  body  which  had  public  opin- 
ion with  it.  The  public  agreed  with  the 
statement  of  the  railways  on  Wednesday 
that  railway  rates  were  too  high  for  Uie 
general  interest,  and  ought  to  be  re- 
duced. "But,”  the  railways  argued  "if 
present  wages  are  to  be  continued  rates 
cannot  be  reduced.  If  rates  are  to  be  re- 
duced the  present  wages  cannot  be  paid.” 
Wages  and  rates  are  not  more  closely 
connected  than  wages  and  working  rules, 
which  the  board  said  were  " inextricably 
interwoven."  " Also,"  the  board  pro- 
ceeded, " many  rules  and  working  con- 
ditions governing  the  employes  have  a . 
money  value,  and  it  would  bo  difficult  to 
give  .satisfactory  consideration  to  the 
question  of  wages  until  the  rules  and 
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workiniy  conditions  to  which  the  wages 
\vould  apply  are  definitely  fixed  and 
known.” 

The  railways  argued  for  iunuediatc  ac- 
tion. The  board  argued  for  delay,  for  it« 
calendars  are  crowded,  and  the  question 
of  rules  is  extraordinarily  intricate,  so 
that  a decision  cannot  be  expected  for 
month-s.  The  weight  of  argument  will 
,«en>  to  be  where  the  obsen-cr’s  interest 
lies,  but  one  thing  is  clear— the  unions 
arc  not  justifi&l  in  thinking  Uiat  either 
the  railways  or  the  Labor  Board  are  ani- 
mated by  a desire  to  ” destroy  labor 
unions,"  as  Prejsident  Carter  said  for  the 
firemen  and  enginemen.  Poubtlcss  the 
‘‘whole  power  of  the  Administration  is 
going  to  be  used  to  defeat  the  strike,” 
but  what  could  the  strikei-s  expect  dif- 
ferent? When  war  is  declared  force  is 
substicuted  for  argument,  and  victory 
is  more  thought  of  than  the  merits.  Just 
as  suicide  is  confession,  so  resort  to  force 
is  confession  that  the  appeal  to  reason 
ha.«  been  lost  and  abandoned.  The  in- 
terpretation of  the  strike  is  that  to  the 
unions  collective  bargaining  means  com- 
pulsory' contract  by  surrender  at  discre- 


tion to  demands  made  by  conspirators. 
Tho  right  of  organisation  is  conceded 
equally  to  both  labor  and  capital.  Bui 
labor  alone  tliinks  tliat  tho  right  to  or- 
ganize and  bargain  collectively  includes 
tlie  right  to  compel  an  agreement,  even 
by  Uio.se  who  refuse  to  negotiate.  The 
railway  unions  are  demanding  that  the 
railways  ns  a unit  shall  confer  witli 
them  as  a unit— and  they  uic  quarreling 
among  themselves!  There  is  no  national 
organization  of  the  railwiiy.s.  It  was  dis- 
banded as  an  incident  in  the  denationali- 
zation of  the  railways  and  their  return 
to  individual  and  private  operation.  On 
the  other  hand,  the  railway  unions  re- 
gard national  agreements  as  ” one  of  the 
sti-onge.st  links  thut  has  been  welded  into 
tho  chain  that  must  prevent  the  railways 
from  slipping  back  to  private  control " 
in  words  over  the  signatures  of  officcro 
of  the  railway  carmen.  To  those  outside 
union  circles  it  will  seem  that  railway 
officers  have  a right  to  confer  with  their 
workers  in  the  first  instance,  and  that 
there  should  be  no  compulsion  to  nego- 
tiate with  national  labor  officials  until  it 
is  necessary  to  adjust  a disagreement 


and  the  workers  ask  such  reference.  As 
the  matter  stands  the  national  unions 
are  thrusting  thoir  representation  upon 
those  not  asking  for  it  and  doing  very 
well  without  it.  Thus  it  happens  that  a 
strike  over  wages  is  an  incident  in  the 
campaign  for  the  nationalization  of  the 
railways. 

The  calling  off  of  the  .strike  on  Friday 
weakens  the  unions,  establishes 
Labor  Board  prestige,  and  settles  noth- 
ing hut  the  i-eduction  of  wages  imme- 
diately concerned.  All  other  quo.stions, 
including  further  wage  i-eductions  and 
revision  of  rules  and  working  conditions, 
are  postponed  to  a later  day,  and  the 
conditions  of  the  time  when  they  are 
raised  again.  That  they  will  be  raised 
again  i.s  sure.  Then  they  should  be 
settled  on  their  merits,  and  not  on  the 
avowed  motives  behind  the  strike. 

" We  wanted  to  hit  the  railroads,"  said 
tho  head  of  the  conductors  in  discussing 
the  settlement  That  sentiment  is  too 
general,  and  ho.s  muddled  the  rate  ques- 
tion as  well  as  the  wage.<  and  rules  quc.s- 
tions.  The  public  has  learned  how  it  is 


concerned  in  all  of  thorn,  and  has  shown 
that  it  lacks  sympathy  with  strikc-s 
against  the  railways — it  may  be  hoped— 
by  Legislatures  as  well  as  by  unions. 
There  are  many  State  .statute.s  which  are 
as  hostile  to  the  railways  as  were  tho 
strikci-s.  There  are  bill.s  now  pending  in 
Congross  to  repeal  the  so-called  guar- 
antee to  the  lailways,  to  limit  the 
regulation  of  fares  by  tho  Inter- 
state Commeroe  Commission  by  fix- 
ing a maximum,  to  make  tho  pow- 
er of  State  commissions  superior  to  that 
of  the  Interstate  Commerce  Commission, 
to  make  the  railways  pay  for  their  right 
to  fund  their  debts  to  the  Government, 
and  so  on.  They  indicate  the  legislative 
sentiment  which  hu.s  lowered  railway 
credit  until  it  is  a menace  to  national 
welfare.  The  check  to  the  strike  senti- 
ment is  also  a reprimand  and  a correc- 
tion to  tho  sort  of  regulation  of  railway 
affairs  in  the  manner  of  Ibe  lost  decode 
or  two.  In  winning  their  case  with  the 
people  the  railways  won  morc'than  their 
defeat  of  the  union!!,  and  a more  con- 
structive policy  may  reasonably  be  looked 
for. 


Brotherhoods  Fail 


in  Vaunted  Leadership 


Skill 


the  employes  of  the  car- 
! leave  the  service  of 

I their  respective  lines  in  re- 
sponse to  a iitrike  order,  it 
seems  to  me  that  it  will  be 
in  violation  of  the  decision 
of  the  Labor  Board,  which 
d in  accordance 
with  the  provision.^  of  the 
Transportation  act”  This 
statement,  although  made  by  one  of  the 
interested  parties,  Daniel  Willard,  Pres- 
ident of  the  Baltimore  & Ohio  sj'stem, 
eicpresscs  quite  succinctly  the  opinion 
which  the  public  has  quickly  formed  in 
the  present  railroad  labor  difficulty. 

That  the  public  should  have  made  up 
its  mind  so  quickly  and  to  this  opinion 
was,  admittedly,  a matter  of  great  cha- 
grin to  the  leaders  of  the  four  railroad 
train-service  brotherhoods.  In  fact,  the 
entire  program  which  was  followed  by 
these  leaders  in  calling  a strike  at  this 
lime  seeni.s  to  have  been  characterized  by 
an  apparent  ineptitude  that  it  is  most 
.-nirprising  to  find  in  organization.-!  re- 
garded as  being  so  conservative  and  so 
ably  officered  as  the  lour  train-.servi^c 
unions.  The  leoder.s  theniselve.s  seemed 
to  come  to  a realization  of  this  when 
they  called  the  c,trike  off. 


It  is  sufficiently  surprising  that  the 
brotherhood  leaders  «hou1d  have  failed  so 
signally  in  gauging  public  opinion.  It  is 
equally  as  unexpected  that  they  should 
have  been  so  undiplomatic  as  to  alien- 
ate the  sympathies  and  support  of  near- 
ly all  the  railway  employes  not  in  train 
service:  that  is,  the  members  of  the  elev- 
en so-called  standard  unions.  The  most 
surprising  feature,  however,  is  that  the 
railway  brotherhoods  actually  have  a 
good  case.  They  have  made  little  effort 
to  presejit  this  ca.se  to  the  public.  In 
announcing  their  strike  order  they  have 
burned  their  bridges  behind  them  in  so 
far  as  presenting  this  case  is  concerned. 
Unless  the  unexpected  happens,  ihe  pub- 
lic will  be  so  hostile  that  if  the  brother- 
hoods' case  is  adequately  presented  it 
will  fail  to -find  that  receptive  audience 
which  such  a presentation  requires. 

The  four  train-service  brotherhoods  in- 
clude the  Brotherhood  of  Locomotive  En- 
gineers, of  which  Warren  S.  Stone  is 
grand  chief;  the  Brotherhood  of  Loco- 
motive Firemen  and  Enginemen,  of 
Kdiich  W.  S.  Carter  is  President:  the 
Order  of  Railway  Conductors,  of  which 
L.  E.  Sheppard  is  Prc-sident,  and  the 
Brotherhood  of  Railroad  Trainmen, 
headed  by  W.  G.  Lee  as  President.  With 
these  four-brotherhoods  is  also  associated 
the- Switchmen's  Union  of  North  Amer- 
ica, headed  by  President  T.  C.  Cashen. 
These  organizations  are  recognized  a.s 
the  aiistocrats  of  the  labor  union  world. 
Their  ranks,  on  the  whole,  are  made  up 
of  good  American  stock,  and  the  mem- 


By  Charles  Lovell 


Railroad  Wage  Changes 


YARD 

Enginemen  51,528 

Firemen  916 

Conductors  1,358 

Brakenien  1,169 

HOAD  FREIGHT 

Enginemen  1,846 

Fiienien  1,136 

Conductors 1,589 

Brakemen  1,036 

ROAD  PASSENGER 

Enginemen  2,141 

Firemen  1,287 

Conductors  1,850 

Brakemen  1,026 


Average  .Annual  Comnensallcm 


$2,275  $2,851 

1,649  2.176 

2.076  2.746 

1,910  2,464 

2,966  3,646 

2,069  2,631 

2,560  3,194 

1,923  2.518 

3,006  3,463 

2,178  2,623 

2,656  3,137 

1,774  2,238 


1,898  1,586 

2,355  2,349 

2,032  2,022 

2363  3.194 

2,059  1365 

2,615  2.749 

1,977  1,792 

3,285  3,704 

2,459  2.227 

3,031  3,201 

2,124  1,776 


bership  is  of  high  calibre.  Promotion  to 
tho  rank  of  engineman  or  conductor  re- 
quires that  rhe  man  be  not  only'  of  ex- 
cellent physical  condition  and  of  clear 
mentality,  it  also  requires  several  years’ 
service.  Good  runs  arc  obtained  only 
after  mrfny  years  of  service. 

The  train-service  brotherhoods  were 
the  organizations  that  supported  the  fa- 
mou.s  Plumb  plan  of  Government  owner- 
ship and  employe  management.  Ju.st  how 
far  the  rank  and  file  of  the  organizations 
agreed  with  their  officers  in  favoring 
this  plan  is  a question;  it  is  very  doubt- 
ful if  they  supported  it  whole-heartedly. 
There  is  some  feeling  that  in  many  ways 
the  leader.-!  tended  to  alienate  the  sym- 
pathies of  many  of  the  older  and  more 
con.servative  members  by  the  attention 
they  gave  to  this  fanciful  method  of 
solving  the  country's  railroad  problem. 

It  is  purpri.-ing,  indeed,  to  sec  how 
much  confusion  there  is  ms  to  the  part 
the  railway  brotherhoods  have  played 
in  connection  with  the  “ National  Agree- 
ments.” The  man  on  the  street  reads 
a great  deal,  most  of  which  he  docs  not 
understand,  about  the  iniquities  of  these 
national  agreements.  Somewhow  he  im- 
agine.s — naturally  enough- — that  they 
must  relate  to  the  men  who  run  the 
trains.  This,  however,  is  far  from  the 
ca.«e.  The  train-service  brotherhood.s 
work  under  agreements  of  working  con- 
ditions made  with  each  individual  road. 
It  should  be  understood  and  plainly  cm- 
pha-nized  that  the  brotherhoods  have  no 
-national  agreementer  4’l>we  were  made 
between  tho  union.”  and  Director  General 
Walker  D.  Hines;  they  were  four  in  num- 
ber, anu  applied  to  the  shopmen,  thc 
maintenance-of-way  employes,  the  sig- 
nalmen and  the  clerks.  Practically  all 


the  attention  that  has  been  directed 
toward  this  feature  of  railroad  labor 
matters  has  been  directed  toward  the 
working  conditions  in  the  railway  shops. 

It  will  naturally  be  asked  why  it  is  if 
the  national  agreements  have  not  related 
to  the  train-.service  men  the  brotherhoods 
have  not  so  stated.  That  happens  to  be 
one  of  the  surprising  features  in  the  pro- 
gram of  the  brotherhood  leaders.  For 
some  reason  they  have  failed  to  bring 
out  this  fact;  as  a result  they  are  now 
suffering  from  a stigma  which  is  not 
at  all  justified  by  the  facts. 

A similar  failure  to  point  out  impor- 
tant facts  of  utmost  value  to  the  train- 
service  organizations  is  shown  by  the 
small  amount  of  attention  which  has  been 
given  to  the  matters  of  differentials  as 
between  the  employes  in  train  service 
and  those  4n  other  service.  Professor  W. 
J.  Cunningham  of  Harvard  University, 
in  an  article  in  The  New  York  Evening 
Post  of  Oct.  17,  said: 

"One  important  factor  in  the  present 
situation  is  seldom  discussed — th.it  is  the 
differentials  between  wage  rates  for  dif- 
ferent cla.sses  of  workers.  An  outstand- 
ing feature  of  the  wage  advances  during 
Federal  control  was  the  success  of  the 
shop  crafts  and  office  clerks  in  secur- 
ing increases  which  relatively  were  much 
greater  than  those  .secured  by  the  ‘Big 
Four’  brotherhoods.  As  a consequence, 
the  spread  between  the  train-service  em- 
ployee and  the  shopmen,  car  inspectors 
and  clerks  was  noticeably  narrowed. 
Comparing  average  eiirnings  in  1920 
with  Uiose  of  1916  ' repairmen^  en- 

joyed an  increase  of  M5  per  cent.,  And 
tha  increase  of  car  inspectors  was  138 
per  cent.  These  may  be  contra.sted  with 
an  increase  of  85  per  cent,  for  freight 


enginemen  and  conductors,  and  57  per 
cent,  for  passenger  enginemen  nnd  con 
ductors.  These  are  the  official  figures 
for  all  railroads.  On  one  railroad  the 
figures  indicate  that,  while  in  1916  the 
average  earnings  of  all  tiain-servicc 
men  were  85  per  cent,  greater  than  the 
average  for  all  shopmen,  thi.s  excess 
earned  by  the  train-senice  men  in  1920 
had  dwindled  to  15  per  cent." 

While  it  is  true  that  Professor  Cun- 
ningham has  omitted—  probably  uninten- 
tionally— to  say  that  the  increases  given 
to  firemen  and  brakemen  were  fairly 
substantial,  the  question  still  may  be 
asked:  If  these  are  the  facts,  why  have 
they  not  been  made  known?  That  is  a 
fair  question,  but  one  impossible  of  an- 
swer. The  brotherhoods  have  been  able 
to  retain  the  service.”  of  some  very  able 
publicists,  but  this  is  a matter  upon 
which  these  publicists  have  neglected  to 
touch.  The  reason  may  have  been  that 
the  brotherhood  leaders  hesitated  to 
bring  up  an  issue  with  the  employes  in 
other  branches  of  railway  work,  such  as 
this  would  have  been.  If  such  is  the 
cose  their  hesitancy  has  not  been  justi- 
fied; the  shop  crafts  declined -to  join  in 
the  strike  call  of  the  trnin-sen'icc  men. 

The  que.stion  may  arise  as  to  the  ad- 
visability or  cquitablenes.s  of  maintaining 
the  differentials  in  favor  of  the  train- 
service  men.  No  one  who  understands 
railway  service  and  i.s  fair-minded  in  the 
matter  will  fail  to  agree  that,  consider^ 
ing  the  condition.”,  the  differentials  were 
justifiml,  the  conditions  in  question  being 
the  calibre  of  the  men  employed  and  tho 
work  they  arc  called  upon  to  do. 

" As  a matter  of  fact,  there  is  substan- 
tial basis  for  the  argument  of  the  en- 
gineers, conductor.”,  firemen  and  brake- 
men  that,  considering  the  degree  of  skill 
and  the  experience  required  for  their 
work,  they  ai-e  not  overpaid  on  the  pres- 
ent wage  scale."  This  statement,  also 
taken  from  Professor  Cunningham’s  ar- 
ticle, is  the  statement  of  a student  of 
railway  affairs,  who,  because  of  his  af- 
filiations, is  inclined  to  look  more  favor- 
ably at  the  management  side.  If  a man 
of  Professor  Cunningham’s  ability  and 
feelings  is  in  a position  to  concede  the 
brotherhoods  their  case  in  this  way,  it 
is,  indeed,  difficult  to  see  why  the  brolh- 
erhoods  should  have  been  unable  to  bring 
out  this  point  themselves.  Yet  that  is 
exactly  what  lias  happened. 

In  his  article  Professor  Cunningham 
did  not  present  actual  figures  of  earn- 
ings. The  figures  would  have  material- 
ly strengthened  his  argument.  Tho  sur- 
prising feature  of  them  is  that  the  earn- 
ings of  the  train-service  men  arc  at  pres- 
ent actually  below  the  amount  that  Is 
needed  to  bring  them  up  to  n level  beui^ 
ing  a proper  i Jation  to  the  increased  cost 
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The  Clamor  for  Re-Inflation 


By  John  Oakwood 


The  Financial  Courses  of  European  Nations 

(In  pounds  sterling,  00,000  omitted) 


Germany. . . 54.6  61.2  — 3.4  — 6.2% 

France 142.1  143.0  + .9  + .6 

England.... 128.2  128.4  +.2  +.2 

Spain 98.3  99.9  -fl.6  +1.6 

Holland 53.0  60.6  —2.6  — ».7 

Italy 32.8  33.4  + .6  +1.8 

Switzerland.  21.7  21.8  + .1  + .6 

Sweden 15.7  15.8  + .1  + .6 

Denmark...  12,6  12.6  .0  .0 

Belgium....  10.7  10.7  .0  .0 

Norway....  8.1  8.1  .0  .0 

Portugal...  1.9  1.9  .0  .0 


3,398.8 

1,543.6 

131.5 

176.0 


660.2 

36.6 

•36.0 


+637.6 
— 62.6 
— 6.1 

— 7.6 

— 13.2 

— 51.3 

— 1.9 

— 2.6 
— 5.2 


244.8  248.6  + 3.8 

25.1  23.0 

137.5  144.3 


— 4.3 
—13.4 

— 8.4 

— 4.9 

— 6.7 
—16.8 
+ 1.5 

— 8.3 
+ 4.9 


EFLATION  not  hav- 
ing provctl  to  be 
the  magic  wand  to 
bring  an  immediate 
cure  for  all  the 
world’s  financial 
ills,  there  has 
sprung  up  a great 
diversity  of  coun- 

loudly  demanding  a 
cessation  of  deflation  and  with  others 
actually  calling  for  a return  to  a course 
of  absolute  inflation.  Gc  rmany,  alone 
among  the  great  nations,  has  pursued  a 
policy  of  frank  inflation  since  the  first 
of  this  year,  and  it  is  freely  predicted, 
both  hei'O  and  abroad,  that  Germany  is 
on  the  verge  of  a catastrophic  financial 
collapse,  involving  un  inevitable  default 
of  reparations  payments,  the  settlement 
of  which,  it  had  been  thought,  opened  up 
the  way  to  a return  of  international 
financial  stability.  England,  France, 
the  United  State.s,  and  other  leading  na- 
tions, on  the  other  hand,  have  pursued 
a policy  of  deflation,  and,  although  it 
has  been  a perilous  and  difficult  treat- 
ment, these  great  nations  are  expected 
to  escape  financial  disaster  as  a result. 

Nevertheless  the  anti-deflation  parties 
of  various  degrees  are  apparently  gain- 
ing headway.  In  Europe  deflation  was 
confidently  advocated  as  an  essential 
means,  among  other  corrections  of  un- 
sound bu.sine.ss  conditions,  of  rehabili- 
tating the  valuta  of  the  nations  there 
and  of  helping  them  get  back  to  the  gold 
.standard.  Deflation  has  gone  far,  but 
the  discount  on  paper  currency  remains, 
the  weakness  and  unstability  of  their 
foreign  exchanges  persist,  and  they  are 
as  far  as  ever  from  the  gold  standard. 
Therefore,  many  former  advocates  of  de- 
flation have  turned  against  the  policy  as 
futile. 

How  Germany  has  pursued  a policy  of 
unbridled  currency  inflation,  in  the  face 
of  shrinking  gold  i-eserves  is  brought  out 
in  the  accompanying  table,  comparing 
her  course  with  the  extensive  contrac- 
tion of  currency  accomplished  by  other 
nations,  together  with  the  maintenance 
or  inerea.sing  of  their  gold  reserves; 

From  this  compilation  it  is  seen  that 
Germany  is  the  only  nation  in  the  list, 
which  contains  the  chief  countries  of 
Europe  with  the  exception  of  Russia, 
which  shows  both  a further  impairment 
of  gold  reserves  during  this  period  and 
an  increase  in  circulation.  All  the 
others,  with  the  exception  of  HoIloDd, 
show  that  their  existing  central  gold 
stocks  have  been  either  increased  or  kept 
stationary  .since  the  first  of  the  year; 
and  all  of  them,  with  the  exception  of 
Belgium  and  Portugal,  show  marked  de- 
creases in  circulation,  Holland's  decrease 
being  particularly  large.  In  making 
these  comparisons  between  the  financial 
course  of  Germany  and  all  the  other  na- 
tions due  thought  is  given  to  the  con- 
sideration of  the  difference  in  position 
between  a vanquished  nation  and  the 
\nctors  or  those  which  did  not  engage  in 
the  war  at  all:  in  this  connection  it  may 
be  said  that  the  continued  pursuit  of  a 
reckless  course  of  credit  and  currency 
inflation  on  the  part  of  even  the  strong- 
est among  the  triumphant  nations  would 
inevitably  have  brought  them  to  the 
verge  of  ruin  ns  well. 

A more  general  picture  of  the  po.sition 
of  Germany  a.s  the  great  financial  sore 
spot  in  the  world  is  vividly  brought  out 
by  a comparison  of  the  value  of  gold  in 
the  various  countrie.s.  This  has  been 
computed  in  respect  to  their  respective 
currencie.s  by  the  Bulletin  of  Statistics 
of  the  League  of  Nations  in  terms  of 
ratios  of  pre.sent  currency  values  of  gold 
to  par  valuG.s;  for  this  computation  the 
New  York  rate  of  exchange  has  been 
utilized  on  the  as.sumption  that  the  dol- 
lar repre.sents  gold,  the  bulletin  states. 
Tlii.s  method,  of  course,  give.s  a general 
world  index,  since  it  reflects  not  only 
depiction  of  the  gold  resen’es  of  the  va- 
rious countries  and  inflation  of  their  cir- 


culations, but  also  the  effect  of  unfavor- 
able trade  balances,  distorted  price 
levels,  disturbed  political  and  social  con- 
ditions and  sentimental  factors,  all  of 
which  enter  into  the  determination  of 
exchange  rates.  Figures  based  on  those 
in  the  bulletin  .vhow  that,  by  the  end  of 
August,  in  France  gold  was  worth  2V6 
times  its  par  value;  in  England  it  was 
worth  1.3  times  par;  in  Spain  the  ratio 
wa.c  in  Holland  it  was  1.3;  in  Italy 
it  was  4H;  in  Switzerland  it  was  1.1 
times;  in  Sweden  1.2;  in  Denmark,  1.6; 
in  Belgium,  2.6;  and  in  Norway  gold 
was  worth  twice  its  par  value  in  cur- 
rency. Compared  with  these  figures 
stand.s  out  the  fact  that  the  currency 
value  of  gold  in  Germany  is  more  than 
twenty  times  its  par  value 

This  state  of  affairs  in  Germany  had 
been  accomplished  by  a manifestation 
of  hectic  prosperity,  indicated  by  a low 
percentage  of  unemployment,  a tremen- 
dous speculative  boom  in  securities  and 
the  apparent  ability  of  Gennany  to  take 
advantage  of  her  depreciated  exchange, 
abetted  by  relatively  low  wage  scales 
and  other  internal  factors  of  production, 
to  overreach  some  of  the  other  nations  in 
foreign  markets.  In  England  concern 
over  Britain’s  langiushing  foreign  trade, 
while  Germany’s  has  had  the  appearance 
of  thriving,  has  led  some  to  blame  Eng- 
land's deflation  policy. 

Impatience  in  England  at  the  austere 
money  policy  pursued  there  in  an  unre- 
lenting contraction  of  cun'ency  and 
credit  has  been  reflected  in  growing  irri- 
tation at  the  failure  to  reduce  the  bank 
rate  as  the  signal  of  an  easier  money 
policy.  Those  in  favor  of  such  a policy 
have  lookeil  forward  from  week  to  week 
for  a reduction,  and  they  became  particu- 
larly confident  that  their  hopes  would  be 
fulfilled  when  the  announcement  came 
several  weeks  ago  that  the  New  York 
Federal  Reserve  Bank  had  reduced  its 
discount  rate  from  to  5 per  cent. 
Each  week  that  this  hope  has  been  de- 
ferred there  has  arisen  in  London  an 
added  volume  of  criticism  of  the  authori- 
ties for  their  failure  to  reduce  the  bank 
rate. 

Those  who  favor  the  maintenance  of 
the  present  severe  money  policy  there 
point  out  that  prudence  demands  re- 
stmint  since  the  state  of  Government 
finances  requires  further  emissions  Qf 
Government  credit  to  supplement  the  in- 
adequate levcnue  from  taxes  to  meet  the 
existing  rate  of  Government  expendi- 
tures, and  that  this  unavoidable  infla- 
tionary movement  from  Government 
sources  should  not  be  aggravated  by 
general  inflation  of  commercial  credit, 
which,  it  is  feared,  would  follow  cheaper 
money. 

The  more  liberal  money  theorists,  how- 
ever, assert  that  the  present  bank  rate 
imposes  too  high  a scale  of  interest 
charge.s  in  the  face  of  existing  high  cost 
of  production,  low-selling  activity  and 
weak  demand.  They  assert  that  cheaper 
money  would  stimulate  healthy  specula- 
tion and  would  bring  foreign  borrowers 


again  to  the  Ix>ndon  capital  market,  and 
thus  aid  England’s  export  trade  because 
of  the  control  which  London  has  always 
exerted  over  the  expenditures  for  Eng- 
lish benefit  of  the  major  portion  of  funds 
obtained  in  that  market. 

They  further  argue  that  the  inflation- 
ary effects  of  fresh  Government  borrow- 
ing meet  an  offset  in  the  money  market 
from  the  contractive  effects  of  trade  de- 
pression. One  easy  money  advocate 
there  declares  that  “ languishing  indus- 
try, just  convalescent  after  a serious 
seizure,  need.s  every  tonic  that  it  can  get, 
and  perhaps  even  a little  mild  stimu- 
lant." Noting  the  orthodox  objection 
that  this  would  be  accompanied  by  a 
stimulation  also  of  stock  speculation,  thi.s 
advocate  of  rcinflation  says:  "If  people 
choose  to  buy  securities  for  which  they 
cannot  pay,  and  then  lose  money  that 
they  might  have  spent  to  better  purpose, 
they  have  only  themselves  to  thank.  If 
the  banks  find  it  necessary  to  grant 
credits  for  these  purposes,  as  in  practice 
they  do,  they  ought  surely  to  be  able  to 
protect  themselves  by  arranging  for 
proper  .security  against  any  possibility 
of  bad  debts,  and  in  the  meantime  it  is 
at  least  possible  that  these  purchases  of 
securities  may  have  enabled  debtors  to 
meet  liabUities.  It  is  not  easy  to  see 
why  trade  and  industry  should  be  denied 
the  verj-  moderate  drop  of  comfort  that 
a half  per  cent,  fall  in  bank  rate  brings 
with  it  lest  a few  speculators  should  dis- 
port themselves  too  gaily  in  Capel 
Court.’’ 

A MORE  specific  reinflation  plea  comes 
in  the  argument  of  others  that 
since  the  smaller  volume  of  commodities 
now  changing  hands,  the  reduction  in  the 
price  level  calling  for  a decreased  volume 
of  currency  and  the  reduced  scale  of  in- 
dustrial operations  have  alt  tended  to 
bring  ease  to  the  money  market,  a spell 
of  inflation  is  in  order  to  awaken  busi- 
ness from  its  lethargy.  It  is  admitted 
that  this  would  result  in  a rise  in  com- 
modity prices;  but,  it  is  argued,  that 
would  inspire  renewed  confidence  in  busi- 
ness and  stimulate  the  movement  of 
goods  from  factories  and  warehouses 
and  also  encourage  new  production,  with 
the  result  that  frozen  credits  could  be 
thawed  out. 

Others,  taking  a broader  view  of  the 
situation,  argue  that  the  removal  of 
most  of  the  ecenomic  ills  with  which  the 
world  is  at  present  afflicted  depends 
upon  the  restoration  of  currency  stabil 
ity,  and  that  since  the  policy  of  doflutior. 
has  failed  to  bring  this  about  it  is  time 
to  try  something  else.  A compromise 
between  deflation  and  reinflation  is  put 
fonvard  in  proposals  advocating  that,  for 
the  time  being,  deflation  be  abandoned, 
and  that  instead  of  attempting  to  bring 
the  currency  to  parity  \rith  gold  by  re- 
ducing the  quantity  of  currency,  stabil- 
ity in  its  value  be  achieved  at  a stroke 
by  making  the  present  volume  of  cur- 
rency convertible  into  gold  at  the  pres- 
ent ratios  actually  existing  between  gold 
and  currency. 


The  criticism  of  the  policy  of  deflation 
seems  based  largely  on  the  fact  that  it 
did  not  work  perfectly,  but,  like  all 
thing.*)  human,  proved  to  be  an  imperfect 
instrumentality.  According  to  the  ex- 
treme currency  deflation  principle,  cur- 
rency stability  and  financial  soundness 
could  be  attained  only  by  reducing  the 
volume  of  paper  currency  in  circulation 
until  it  became  possible  to  restore  con- 
vertibility into  gold  at  par  such  as  pre- 
vailed before  the  war.  The  majority  of 
the  established  European  nations,  with 
the  chief  exception  of  Germany,  at- 
tempted to  follow  this  policy,  as  re- 
flected in  the  above  tabulation.  In  o.s- 
serting  that  the  deflation  movement  has 
proved  a failure  its  critics  declare  that 
in  the  nature  of  things  it  could  not  suc- 
ceed in  bringing  about  world-wide  sta- 
bility, for  it  was  not  possible  to  conduct 
a concerted  international  campaign  of 
simultaneous  deflation  since  each  coun- 
try insisted  on  acting  independently. 
The  result  was  that  price  levels  moved 
divergently  among  the  countries  and  the 
ratio  of  different  currencies  as  regards 
commodity  values  were  violently  upset, 
resulting  in  the  spectacular  movements 
which  have  taken  place  in  the  foreign 
exchanges,  and  further  resulting  in  a 
demoralization  of  international  trade.  In 
other  words,  they  say,  it  produced  a 
hopelessly  choppy  international  financial 


A GAIN,  looking  at  deflation  in  respect 
to  its  effects  upon  prices  within  a na- 
tion, they  a.«sert  that  it  proved  powerless 
to  cau.se  retail  prices  to  decline  propor- 
tionately to  wholesale  prices,  and  that 
attempts  to  reduce  wages  were  resisted 
so  that  the  fall  in  manufacturing  and 
selling  prices  was  not  compensated  for 
by  a proportionate  fall  in  the  expense  of 
production.  Again,  they  assert,  another 
situation  which  deflation  was  impotent 
to  influence  was  that  Government  ex- 
peqditures  and  taxation  were  nowhere 
reduced  in  accordance  with  the  drop  in 
prices,  so  that  the  demands  of  the  Gov- 
ernments upon  the  current  incomes  of 
the  nations  were  relatively  increased. 

Finally,  they  point  out  that  since  the 
relative  commodity  value  of  the  Ameri- 
can dollar,  which  is  the  representative 
gold  currency  of  the  world,  rose  faster 
than  the  commodity  values  of  other 
currencies  which  were  being  deflated, 
the  deflationary  movement  therefore 
brought  the  world-wide  restoration  of 
the  gold  standard  no  nearer  attainment; 
as  an  example,  the  pound  sterling,  al- 
though its  commodity  value  has  been 
rising  for  the  last  sixteen  months,  is 
still  as  far  from  the  old  parity  with  the 
dollai' — ^that  is,  gold — as  it  was  before 
the  decline  of  prices  began,  due  W the 
more  rapid  price  declines  in  the  United 
States.  They  argue  that  while  deflation 
on  one  hand  met  conditions  it  was  pow- 
erless to  influence,  on  the  other,  in  itrelf 
it  produced  many  obvious  disadvantages, 
such  as  an  acute  money  stringency, 
which  they  blame  as  a chief  factor  in 
producing  the  trade  depression  and 
financial  crisis  of  the  past  year.  In 
England  it  is  even  a.sserted  that  drastic 
deflation  reacted  in  the  paradoxical 
effect  of  causing  a particularly  unde- 
sirable phase  of  reinflation,  namely,  of 
Government  credit,  inasmuch  as  the 
trade  depres-sion  caused  so  great  a fall- 
ing off  in  business  profits  that  taxation 
had  not  been  productive  of  sufficient 
funds  to  meet  Government  expenditures, 
and,  therefore,  the  gap  had  to  be  bridged 
by  the  creation  of  further  public  indebt- 
edness, 

Whatever  might  have  been  the  theo- 
retical virtue  of  the  deflation  movement, 
it  is  declared  by  its  opponents  in  gen- 
eral condemnation  that  after  it  was  once 
started  it  got  beyond  control,  and  a.s  a 
result  the  world  wa-s  faced  with  the 
greatest  financial  crisis  in  its  history. 

Of  course  it  is  obvioui  that  mo.st  of 
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Eugene  Schneider,  Ironmaster  of  France 


RANGE,  again  being 
remade,  looks  to  Eu- 
gene Schneider,  her 
largest  employer  of 
labor,  as  one  of  the 
chief  factors  in  her 
reconstruction.  This 
ironmaster  t f L e 
Creusot,  compared  at 
times  to  Charles  M. 
Schwab  of  Bethlehem  and  Hugo  Stinnes 
of  Mulheim,  is  fitted  by  tradition  and 
by  his  own  keen  sense  of  initiative  to  be 
a leader  of  men  and  industries.  Among 
the  statesmen  and  the  industrialists  who 
are  directing  the  restoration  of  the  fab- 
ric of  European  civilization  he  is  espe- 
cially qualified  for  the  great  task  to 
which  he  now  is  dedicating  his  energies. 

Like  Foch,  whose  abiding  faith  in  des- 
tiny enabled  him  to  “ face  tlie  future 
with  tranquillity,"  Schneider  is  of  a hope- 
ful and  sanguine  temperament.  For  the 
last  600  years,  as  he  once  observed,  there 
have  been  periods  when  certain  nations 
and  persons  have  decided  that  it  was  all 
up  with  France.  Every  time  she  has 
risen  like  the  Phoenix  'from  the  ashes 
and  renewed  her  youth  like  the  Eagle. 
Eugene  Schneider,  who  is  giving  to  her 
new  thew.s  of  steel,  ha,-?  all  the  audacity 
• of  the  skilled  surgeon  and  the  grasp  of 
the  engineer. 

His  training  and  his  inherited  genius 
for  organization  came  to  him  through  the 
foresight  and  the  vision  of  his  ancestors, 
and  at  every  point  he  has  improved  and 
developed  his  birthright. 

Joseph  Eugene  Schneider,  who  ac- 
quired the  old  Royal  Iron  Foundries  at 
Le  Creusot,  built  in  1782  under  the  pat- 
ronage of  Louis  XVI.,  was  the  grandfa- 
ther of  the  present  head  of  the  industry 
which  has  been  reared  upon  that  firm 
foundation. 

He  was  a member  of  the  Emperor's 
Privy  Council,  and  had  an  important  part 
in  the  preparation  for  the  national  de- 
fense. His  son,  Henri  Schneider,  extend- 
ed the  works  at  Le  Creusot,  and  served 
for  many  years  as  a member  of  the 
Chamber  of  Deputies.  When  he  died  in 
1898  the  management  of  the  huge  steel 
and  munition  plants,  which  have  had  so 
much  to  do  with  the  fate  of  France,  was 
taken  over  by  his  son  Eugene, 

The  career  of  the  present  President  of 
the  corporation,  who  was  born  in  1868, 
really  began  in  1887,  after  he  had  com- 
pleted his  term  of  military  service.  He 
devoted  himself  to  engineering  and  tech- 
nical studies  when  he  was  learning  the 
intricate  details  of  the  enterprise  found- 
ed by  his  ancestori,.  As  the  Schneiders 
were  among  the  first  firms  in  the  world 
to  found  apprentice  schools  for  their 
workers  and  to  provide  professional  edu- 
cation of  a high  order  for  their  execu- 
ves,  Eugene  did  not  have  to  go  far  for 
le  practical  training  which  equipped 
for  succesvS.  As  his  forefathers  had 
lone,  M.  Schneider  served  in  the  French 
Parliament,  from  which,  however,  he  re- 
signed in  1910  to  give  his  entire  time  to 
the  development  of  his  vast  interests. 

When  war  came  he  sent  his  three  sons 
to  the  colors,  all  of  whom  were  decorated 
for  bravery,  and  one  of  them  died  a he- 
roic death.  The  duty  of  Eugene  Schnei- 
der was  at  the  historic  works  of  Le 
Creusot,  where  were  made  the  famous 
75-millimeter  guns  and  the  formidable 
15S's,  which  became  the  weapons  of  vic- 
tory. It  i.<?  estimated  that  at  least  75  per 
cent,  of  the  artillery  ussed  by  the  French 
and  also  many  of  the  fieldpieces  used  by 
the  American  Expeditionary  Force  were 
made  in  the  Schneider  plants.  This  was 
at  a time,  too,  when  some  of  the  iron 
mines  of  France  were  in  possession  of  the 
enemy,  and  it  was  necessary  to  change 
the  kind  of  steel  in  order  to  meet  the 
many  demands  for  armament. 

Extensive  additions  to  the  Schneider 
establishment  had  been  planned  shortly 
before  the  conflict  with  Germany  began, 
and  de.spite  the  many  difficultie.*  which 
be.set  him  M.  Schneider  carried  into  ef- 
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feet  much  of  the  an^bitious  program 
when  the  enemy  was  on  the  soil  of 
France  and  pressing  toward  the  nation- 
al capital.  The  enormous  works  at 
Breuil,  near  Le  Creusot,  were  begun  in 
1916,  and  were  completed  before  the  sign- 
ing of  the  armistice.  In  the  quest  for 
row  material  to  supplement  the  short- 
ened supply  in  France  M.  Schneider  sent 
a mission  to  the  United  States,  and  pro- 
moted the  manufacture  of  United  States 
steel  suitable  for  making  artillery  for  his 
native  land. 

IN  view  of  the  important  work  which 
the  Schneider  establishments  did  in 
the  war  they  naturally  became  centres 
for  the  great  task  of  reconstruction 
which  followed  , the  conclusion  of  peace. 
The  military  requirements  of  France 
have  been  met  for  so  many  years  by 
the  activities  at  Le  Creusot  and  affili- 
ated establishments  that  the  value  ot  the 
numerous  plants  in  days  of  peace  is  not 
understood  as  generally  as  it  might  be. 
The  American  people,  however,  gained 
at  least  some  insight  into  what  is  being 
done  there,  when,  in  1919,  M.  Schneider 
came  to  the  United  States  as  the  head 
of  the  French  Economic  Commission. 
While  here  on  the  ccca-sion  of  the  pres- 
entation to  him  of  the  gold  medal  of  the 
American  Institute  of  Mining  and  Met- 
allurgical Engineers  the  story  of  his 
achievements  in  reconstruction  was  told 
in  part.  The  award  to  Mr.  Schneider 
of  the  John  Fritz  Medal  by  the  engineer- 
ing organizations  of  this  country  also  re- 
vealed his  relation  to  the  industrial  de- 
velopment of  the  new  France.  This  to- 
ken, founded  in  honor  of  the  noted  Amer- 
ican ironmaster  whose  name  it  bears,  was 
bestowed  in  Paris  by  representatives  of 
the  American  Society  of  Mechanical  En- 
gineers, the  American  Institute  of  Min- 
ing and  Metallurgical  Engineers,  the 
American  Society  of  Civil  Engineers  and 
the  American  Institute  of  Electrical  En- 
gineers. The  names  of  the  donor  or- 
ganizations give  the  index  of  the  many 
interests  which  now  engage  Eugene 
Schneider  in  the  world  of  industry. 

The  Schneider  works  build  bridges  and 
locomotives,  dynamos  and  airplanes  and 
electrical  machinery  of  all  kinds,  and 
touch  .'^cores  of  industries  throughout 
France  and  Europe.  New  establishments 
have  been  built  or  are  under  construction 
which  will  become  more  and  more  the 
sinews  of  a revivified  industrialism.  The 
Schneider  management  recently  took 
over  factories  in  Poland  and  Czechoslo- 
vakia, and  has  become  affiliated  with  nu- 
merous corporations  engaged  both  in  the 
manufacture  of  iron  and  steel  products 
and  the  gathering  of  raw  material. 

There  are  employed  in  the  French 
works  more  than  100,000  men.  Accord- 
ing to  a recent  statement,  the  land  cov- 
ered by  the  Schneider  e.Htablishments 
measures  17,50(T  acres;  the  total  horse 
power  required  for  the  operating  ma- 
chinery is  200,000,  and  6,000  machine 
tools  are  utilized.  The  transportation 
within  the  works  and  the  yards  keeps 
in  action  80  locomotive.s  and  6,600  trucks 
and  cars  over  a total  trackage  of  200 
miles.  For  the  purposes  of  intercommu- 
nication there  are  1,500  telephone  sta- 
tions. 

One  of  the  first  labor's  to  which  the 
Schneider  plants  devoted  themselves  was 
the  restoration  of  the  railways  of  France. 
Not  only  were  the  tracks  and  roadbeds 
in  bad  condition,  but  the  equipment  was 
so  worn  out  by  the  constant  demands  of 
warfare  that  much  of  it  was  fit  only  for 
the  scrap  heap.  The  building  of  enough 
new  locomotives  to  meet  the  demands  of 
internal  commerce  has  been  one  of  the 
jobs  which  has  kept  thousands  of  Schnei- 
der employes  busy. 

The  operation  of  the  works  at  Le 
Creusot  includes  the  mining  of  coal  in 
the  Schneider  collieries,  the  making  of 


iron  and  steel  in  their  o\vn  blast  fur- 
paces,  the  manufacture  of  coke  in  their 
own  ovens,  and  the  management  of  open- 
hearth  plants  and  forging  shops  of  all 
kinds.  Many  of  the  principles  of  man- 
agement which  are  hailed  in  this  coun- 
try as  developments  of  American  effi- 
ciency systems  were,  as  a matter  of  fact, 
originated  at  Le  Creusot. 

One  of  the  favorite  projects  of  M. 
Schneider  is  the  development  of  the  hy- 
dro-electric jiower  of  France.  He  was 
among  the  fir.st  to  recognize  the  impor- 
tance of  harnessing  the  streams  to  do 
the  work  of  the  world.  The  restriction 
of  the  coal  supply  as  a result  of  the  war 
impressed  upon  all  French  economists  the 
need  for  using  to  the  utmost  the  force.s 
of  the  rivei-s  and  waterfalls.  The  chief 
work  of  Itie  Henri-Paul  Works,  a branch 
of  Schneider  & Co.,  at  Montchanin  les 
Mines,  named  after  M.  Schneider’s  son 
who  was  killed  in  the  war,  is  the  manu- 
facture of  turbines  and  of  dynamos. 

rpHE  Havre  Harfleur  and  Hoc  Works 
are  assigned  to  making  explosive 
engines  for  airplanes,  and  engines  for 
submarines  and  destroyers  and  motors. 

Chalon  is  the  plant  from  which  parts 
for  some  of  the  largest  bridges  in  the 
world  have  been  sent,  for  it  is  devoted 
to  the  making  of  .steel  beams  and  the 
fabrication  of  all  kinds  of  metals  for 
construction  w'ork.  Here  was  called  into 
being  the  gi-eat  Alexander  III.  bridge 
across  the  Seine.  The  Schneider  engi- 
neers there  in  the  drafting  rooms  planned 
the  mighty  spans  with  which  they  at 
one  time  hoped  to  bridge  the  British 
Channel,  and  connect  France  with  the 
Continent.  The  specifications  for  this 
colossal  undertaking,  which  may  be 
found  in  technical  libraries,  are  In  them- 
selves a classic  volume  to  one  who  can 
read  between  the  lines.  They  w'cre 
worked  out  with  the  co-operation  of  dis- 
tinguished English  engineer.s.  Here  is  a 
veritable  romance  of  technical  science, 
beside  which  the  daring  attempt  of 
Xerxes  to  bridge  the  Hellespont  and  to 
fetter  the  sea  seems  like  humdrum  detail. 

Champagne-sur-Seine  is  the  scene  of 
the  labors  of  the  Schneider  experts,  who 
make  electric  machinery  of  all  kinds, 
and  e.specially  electric  hoists,  cranes  and 
windlasses.  ^ 

The  manufacture  of  marine  engines, 
especially  those  of  the  Diesel  oil-burning 
type,  is  an  activity  which  alone  would 
give  Eugene  Schneider  a prominent 
place  among  the  industrial  leaders  of  the 
world.  The  effect  which  the  Schneider 
plants  have  had  on  the  development  of 
navigation  has  already  been  farreaching, 
and  in  years  to  come  it  will  be  felt  wher- 
ever ships  are  afloat.  The  submarine 
boats  and  the  large  battleship  turned  out 
by  the  great  French  establishments  fur- 


nish excellent  examples  of  the  power.s 
which  con  be  summoned  by  the  organi- 
zation. 

In  order  to  keep  the  many  factories 
busy  a score  or  more  subsidiary  com- 
panie.s  supply  iron  and  .steel  and  coke 
and  coal.  The  reach  of  the  firm  of 
Schneider  & Co.  and  its  affiliated  com- 
panies, both  in  Europe  and  the  United 
States,  is  world  wide. 

So  much  for  the  material  resources 
which  are  at  the  command  of  Eugene 
Schneider,  captain  of  industry.  He  holds 
in  Just  as  high  regard,  however,  what 
he  conceives  to  be  his  social  mission. 
His  ancestors,  long  before  economists 
and  sociologists  were  propounding  grave 
theories,  were  putting  into  effect  many 
projects  for  the  betterment  of  their 
workingmen,  and  the  promotion  of  a per- 
fect understanding  between  employer 
and  the  employed.  Within  a century 
there  have  been  only  two  strikes  in  the 
Le  Ci'eusot  Works,  and  none  at  all  in 
the  last  thirty-three  years.  The  Schnei- 
der workmen  have  always  considered  that 
they  are  integral  parts  of  the  establish- 
ments, and  could  not  quit  work  merely 
on  account  of  some  disagreement  about 
rates  of  wages.  Any  differences  of  opin- 
ion are  .speedily  adjusted  on  the  man-to- 
man principle.  , 

One  of  the  great  sources  of  efficiency 
in  the  Schneider  organization  is  the 
training  school  attached  to  each  plant,  in 
which  apprentices  are  trained  for  better 
positions  and  high-class  executives  are 
made.  The  promotion  of  thrift  and 
financial  independence  has  always  been 
one  of  the  policies  of  the  Schneider  es- 
tablishments, a policy  which  has  been  ac- 
centuated and  developed  more  and  more 
since  the  close  of  the  World  War.  The 
workmen  are  encouraged  to  own  their 
homes,  and  to  make  sound  investments. 
As  there  is  a constant  tendency  to  stabil- 
ize the  working  forces  the  labor  turnover 
in  the  factories  is  very  small. 

With  the  spread  of  the  Schneider  or- 
France’s  greatest  ironmaster  the  indus- 
trial and  material  reconstruction  of  the 
nation  is  bound  to  be  advanced. 


The  World’s  Tonnage 

On  June  30  last,  according  to  the  com- 
pilation of  Lloyd’.s  Register,  the  world’s 
oceangoing  steam  tonnage  stood  at  68,- 

900.000  gross  tons,  an  increase  of  15,- 

500.000  gross  ton.s  over  the  figures  for 
June  30,  1914.  In  this  period  the  steam 
tonnage  of  the  United  States,  exclusive 
of  that  employed  on  the  Great  Lakes, 
increased  six-fold,  while  that  of  the 
United  Kingdom  gained  only  2 per  cent. 
The  figures  published  show  the  United 
States  now  has  nearly  three-fourths  as 
much  seagoing  steam  tonnage  as  the 
United  Kingdom  and  23  per  cent,  of  the 
total  of  all  countries;  that  Japan  has 
risen  from  sixth  place  in  1914  to  third 
place  in  1921,  and  that  Germany  ha.< 
dropped  from  second  place  to  eighth. 
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3OR  eight  coJisecutive 
weeks  in  August  and 
September  last  ship- 
ping agents  reported 
the  closing  of  char- 
I ters  on  277  vessels, 
of  which  only  7 were 
American.  With  the 
, vast  wealth  of  t h e 
United  States  Treas- 
ury behind  it  the  Shipping  Board  is 
maintaining  approximately  one-third  of 
the  Government  merchant  fleet  in  opora- 
-tion.  Economic  conditions  may  have 
something  to  do  with  this,  but  economic 
conditions  are  not  alone  accountable.  In 
a recent  issue  of  The  Annal.st  I set 
forth  how  unequally  American  ships  have 
been  dividing  our  foreign  trade  with  for- 
eign ves.sels.  The  record  of  charters  just 
quoted  adds  more  testimony  to  my  pre- 
vious assertion  that  foreign  ve.ssels  are 
able  to  take  freight  right  from  under  our 

Much  of  the  trouble  in  the  present  cir- 
cumstances arises  from  the  fact  that, 
despite  our  possession  of  the  second  larg- 
est merchant  fleet  in  the  world,  our  ships 
are  inefficient  and  only  a few  are  ade- 
quate to  the  necessities  impo.^ed  upon 
them.  P.  A.  S.  Franklin,  a shipping  man, 
than  whom  none  is  better  posted  in  the 
United  States,  has  said  in  a published 
statement: 

The  Government  fleet  is  composed  of 
ex-German  passenger  tonnage  found  in 
our  poi-ts,  and  a large  number  of  cargo 
boats,  some  of  which  were  designed  and 
con.structed  hastily  and  entirely  for  war 
purposes,  Thei'c  are  also  a few  useful 
combined  cargo  and  passenger  steamers. 

If,  prior  to  the  war,  a committee  of  the 
most  optimistic  experts  had  been  asked 
to  plan  a commercial  fleet  for  the  United 
States,  it  would  probably  not  have  con- 
sidered constructing  over  5,000.000  tons 
of  shipping,  to  be  delivered  during  ten 
years.  The  .«teamers  would  have  been  de- 
signed for  special  trades  and  purposes." 

The  Shipping  Board  today  owns  more 
than  8,000,000  tons  of  ships.  That  figui-e 
includes  more  than  700,000  tons  of  wood- 
en ship.s,  which  experience  has  sho^vn  to 
be  inefficient  and  uneconomical  of  op- 
eration. With  freight  rates  declining  and 
competition  increasing  it  i.s  unreasona- 
ble to  expect  that  there  would  be  a de- 
mand for  the  wooden  ships.  But  the 
trouble  is  not  only  with  the  wooden  ships. 
Many  of  the  steel  vessels  are  not  such 
as  can  earn  the  best  piofits.  When  sev- 
eral ships  are  available  for  charter,  as  Is 
the  case  today,  the  charterer  is  going  to 
select  the  one  which  will  be  the  cheapest 
of  operation.  Economies  are  not  alone 
predicated  upon  the  fact  that  the  ship  is 
well  built,  but  more  upon  whether  or  not 
the  ship  is  best  designed  for  the  trade  in 
vyhich  she  is  to  be  placed. 

A square  peg  will  no  fit  into  a round 
hole,  and  that  axiom  applies  to  the  ship- 
ping business  with  vivid  reality.  In 
judging  of  the  most  efficient  t.nd  most 
profitable  of  the  Shipping  Board  vessels 
it  is  necessary  to  take  many  factors  into 
consideration.  There  is,  fir.«t  and  fore- 
mo.st,  the  question  of  repairs.  In.stances 
of  ships  of  the  same  class,  tonnage  and 
design,  built  in  the.  same  yard,  may  be 
had  which  will  show  a wide  variation 
in  this  one  particular.  But  even  though 
a ship  normally  runs  low  in  repairs,  the 
profits  from  the  vessel  may  be  impaired 
by  the  inefficient  management  of  the  op- 
erator. The  Shipping  Board  has  had 
• considerable  ti-ouble  with  inefficient  op- 
erators. And  concomitant  with  ineffi- 
cient management  is  the  inefficient  crew, 
of  which  American  maritime  histoi*y  has 
been  replete  since  1914. 

The  operators  who  are  in  a position 
to  select  have  been  watchful  of  the  effi- 
ciency rati’ig  of  the  ship  herself,  which 
means  the  comparative  low  rep.air  costs 
and  low  fuel  consumption.  They  also 
have  been  selecting  according  to  the  rela- 
tive cargo  capacity  to  I'egistered  tonnage. 

Since  the  shipping  slump  the  vessels  se- 
lected to  reiriain  in  seiwice  have  been  on 
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the  .-■verage  of  S.OOO’  tons  doadweiaht 
wpaaty  each.  That  size  ship  appe.ars  to 
he  most  m demand,  and  the  one  on  which 
operators  declare  they  can  make  the 
larger  returns. 

Throughout  the  last  year  or  so  very 
careful  records  have  been  kept  by  the 
Shipping  Board,  showing  the  efficiency 
of  Its  various  ships.  These  efficiency 
records  are  based  upon  days  under  re- 
pairs, and  the  cost  of  those  repairs.  These 
records  give  but  one  side  of  the  story, 
hut  It  IS  a .story  whiph  has  a direct  bear- 
ing upon  the  ability  of  the  various  ship- 
yards to  turn  out  good  vessnls.  Eastern 
steamship  owners  are  not  cnthusiaslir 
m their  praise  of  the  West  Const  and 
the  Gulf  Coast  builders,  and  they  find 
reason  to  criticise  some  of  the  Delaware 
River  builders.  But  the  consensus  of 
opinion  among  all  operators  is  that  of 
all  the  ships  built  for  the  Shipping  Board 
the  so-called  Hog  Island  vessel  has  given 
the  best  account  of  herself  from  a struct- 
ural point  of  view. 


'pHE  Hog  Island  boat  is  crude  in  de- 
sign, and  has  provoked  laughter  in 
foreign  ports,  but  her  efficiency  rating  is 
the  highest  of  the  other  types.  A I'ecord 
of  the  Hog  Island  boats  -=hows  they  did 
not  average  more  than  eight  days  under 
repairs  within  a period  of  one  year.  That 
IS  a record  which  no  other  fleet  under 
the  ownership  of  the  Govemnient  can 
show.  Two  of  the  Hog  Island  boats 
were  in  service  for  a year  and  a half 
without  undergoing  repairs,  ;i  record 
which  is  seldom  e.iualled.  These  boats 
were  equipped  wth  exceptionally  effi- 
c'pnt  turbine  engines.  Steamship  Cap- 
tains .say  that  these  vessels  make  a fine 
average  time,  with  a moderate  consump- 
tion of  fuel.  They  burn  approximately 
0.9  barrels  of  oil  to  the  mile. 

But  the  Hog  Island  boat  has  no  sheer. 
Her  Plimsoll  mark  is  low.  That  limits 
her  relative  cargo  capacity,  and  puts  a 
check  upon  her  possible  earning  ability. 

The  vessels  receiving  second  rating  are 
those  known  as  the  Skinner-Eddy  type. 
This  is  the  type  of  boat  built  on  the 
Pacific  Coast.  They  measure  from  8,800 
to  10,000  tons  deadweight.  Having  been 
well  constructed  and  efficiently  designed 
they  have  given  a good  account  of  them- 
selves in  the  overseas  trade.  Third  in 
rank  is  the  so-called  Japanese  ship.  This 
is  the  type  of  ship  that  was  built  in 
Japanese  yards  for  the  account  of  the 
Shipping  Board  in  the  war.  The  repairs 
on  and  the  upkeep  of  the  Jap-built  ves- 
sels have  been  very  low.  These  vessels 
measure  from  8,800  to  13,000  tons  dead- 
weight, Reciprocating  engines  were  in- 
stalled on  these  vessels,  and,  being  com- 
paratively simple  in  operation,  approx- 
imately 90  per  cent,  of  the  usual  engine- 
room  trouble  has  been  eliminated. 

The  board  has  had  the  gi  eatest  trouble 
with  the  smaller  steel  ships.  That  trouble 
has  not  arisen  from  fundamental  effi- 
ciency, but  by  reason  of  the  lack  of  trads^ 
in  which  the  .«!hips  can  be  used.  The  rec- 
ords of  the  Shipping  Board  will  .show 
that  of  all  the  small  steel  steamers  the 
five  built  by  Pusey  & Jones  have  given 
the  best  service.  These  ships  measure 
5,000  tons  deadweight,  and  run  on  a draft 
of  from  -20.5  to  22  feet.  Their  length  is 
320  feet,  which  is  somewhat  more  than 
the  so-called  Lake  type,  and  a little  less 
than  the  submarine  boat  type.  The.se  ve.<?- 
sels,  it  is  said,  were  primarily  designed 
for  the  Baltic  trade,  and  they  have  been 
used  in  that  service  by  Shipping  Board 
operators.  In  that  trade  they  gave  an 
excellent  account  of  themselves,  and 
proved  extremely  valuable  as  feeders  to 
the  transatlantic  runs  until  all  feeder 
sendees  were  abandoned  by  the  board. 

The  so-called  Lake-tj-pe  boats,  of  which 
about  300  were  built  in  the  war,  are 
theoretically  exeellent  boats  with  which 
to  establish  feeder  services  at  variou.s 


point?  of  the  world.  But  experience  ha.s 
shown  il.nt,  due  to  hsr  unusual  draft, 
the  Lake  boat  is  limited  in  usefulness. 
The  Lake  boat  has  a draft  varying  from 
21  to  23  feet,  with  a cargo  capacity  of 
but  2.809  tons  deadweight  in  certain  in- 
stances, and  not  more  than  4,150  ton« 
deadweight  in  others.  That  limited  cargo 
capacity  is  due  to  the  fact  that  the  Lakr 
■type  is  a short  vessel,  necessitated  by  the 
fact  that  the  vessels  had  to  be  bi-ough‘ 
through-  the  Welland  and  St.  Lawrence 
River  Canals  to  the  sea. 

Even  the  subimirine-boat  type,  of 
w’hich  150  were  built,  has  better  meas- 
urements than  the  Luke  boat.  The  sub- 
marine-boat type  has  a draft  of  but 
22.6  feet,  and  a cargo  capacity  of  from 
5,075  to  5,300  tons  deadweight.  Her 
length  is  but  75  feet  more  than  the  Lake 
type.  Some  effort  was  made  to  use  the 
Lake-type  boat  in  the  Chinese  harbors 
for  feeder  services  to  the  transpacific 
lines.  That  did  not  work  out  successfully, 
as  many  of  the  Chinese  harbors  are  too 
.shallow  to  accommodate  the  boats.  The 
Lake  boat  however,  is  ideally  adapted  to 
the  West  Indies  trade,  provided  she  is 
not  used  in  the  Cuban  sugar  bu.siness. 

It  also  happens  that  not  over  10  or 
15  per  cent,  of  the  Lake-type  boats  have 
’tween-deck  accommodations.  The  fleet 
was  designed  generally  for  the  bulk  cni- 
go  trade.  Only  a limited  number  can 
carry  general  cargo,  and,  therefore,  only 
a limited  number  can  bo  maintained  suc- 
cessfully in  any  liner  service.  The  Ship- 
ping Board  has  made  various  experi- 
ments with  the  Lake-type  boat,  and  un- 
der idtal  conditions  it  is  found  that  the 
vessels  can  be  operated  in  the  tran.-:at- 
hntic  trades  during  the  Summer  months, 
ihey  are  far  too  short  to  be  .sent  trans- 
atlantic during  the  Winter.  The  heavy 
seas  are  too  great  a strain  upon  them, 
and  repairs  resulting  from  Winter  ser- 
vice soon  eat  up  the  receipts  of  the 
voyage. 


Insurance  agents,  however,  refuse  to 
Rive  to  Hog  Island  boat?  the  high  rating 
that  is  given  to  them  by  the  Shipping 
Board  and  the  operator.s.  While  it  is 
acknowledscd  that  the  Hog  Island  boab 
have  proved  themselves  extremely  ser- 
viceable and  to  have  been  compelled  to 
undergo  few  repairs,  the  insurance  peo- 
ple .suggest  that  it  may  be  bad  manage- 
ment which  has  re.sult€d  in  many  cargo 
lo{vse.s  aboard  them.  For  instance,  the 
insurance  companies  complain  that  some 
of  the  operators  of  the  Hog  Island  ves- 
sels place  cargo  in  the  deckhouses  and 
give  underdeck- bills  of  lading  for  it 


fpHESE  physical  characteristics  of  the 
various  types  owned  by  the  Gov- 
ernment determine  the  efficiency  of  tlie 
vessels  in  a large  measure.  But  in  the 
cas^  of  the  Government-owned  fleet 
theie  has  been,  in  addition,  a hardicap 
imposed  upon  the  ship.s  by  the  ruputa- 
tion  of  the  operations  selected.  Insurance 
companies  do  not  discriminate  ageinst  a 
boat  because  of  its  owner.ship,  but  not 
infrequently  there  is  a shading  of  the 
rate.s  by  virtue  of  the  record  of  the  com- 
pany operating  the  vessel.  Naturally,  In- 
surance rate.s  are  dependent  upon  the 
ability  of  a particular  boat  to  transport 
a cargo  safe  and  dry  to  its  destination; 
the  ability  of  a particular  boat  to  make 
a safe  delivery  is  dependent  not  only 
upon  the  physical  equipment  of  the  ship, 
but  also  upon  the  operating  of  her. 

Ill  the  classification  records  of  the  in- 
surance companies  the  new  combination 
pa.ssenger  and  cargo  ships  of  the  Ship- 
ping Board  have  a minimum  insurance 
rate.  The  risk  on  these  vessels  is  con- 
sidered extremely  good.  It  follows,  there- 
fore, that  the  so-called  State  boats  have 
enjoyed  what  the  trade  knows  as  a “ Cu- 
nard  " rate  of  insurance.  The  minimum 
rate  is  applicable  to  all  the  new  passen- 
ger boats  of  the  Government,  whether 
operated  on  the  Atlantic  or  the  Pacific. 

However,  when  the  insurance  com- 
panies are  approached  with  a Shipping 
Board  freight  vessel  there  i.s  another 
question  to  con.sider.  Just  ns  the  op- 
erators classify  the  Skinner-Eddy  bouts 
as  the  most  efficient,  so  do  the  insurance 
agents  consider  the  Skinner-Eddy  boats 
a good  risk.  The  Insurance  rates  on  these 
particular  freight  boats  are  as  low  aii 
the  rates  on  any  exclusively  cargo  ves- 
sel. The  freighters  built  for  the  Gov- 
ernment by  the  Japanese  are  likewise 
considered  good  risks,  although  not  quite 
as  good  a.s  the  Skinner-Eddy  boato.  | 


plURTHERMORE,  insurance  agents 
refuse  to  consider  Lake-built  ves- 
sels for  sugar  or  flour  transportation. 
They  in.sist  that  the  Lake  type  general- 
ly is  not  adaptable  for  carrying  perisha- 
ble cargo.  This  opinion  is  the  result  of 
past  records.  The  Lake-typo  ves.sel  was 
used  m ihe  sugar  trade  when  the  Sugar 
Equalization  Committee  wa.s  in  opera- 
tion. At  that  time,  the  insurance  com- 
panies point  out.  probably  not  more  than 
10  per  cent,  of  the  sugar  imported  into 
the  United  State.s  was  brought  in  Lake- 
type  vessels,  yet  at  lea.st  90  per  cent,  of 
the  sugar  losses  were  suffered  on  that 
type  of  .ship.  Furthermore,  the  in.surance 
companies  had  .some  bud  losses  in  con- 
nection with  flour  cargoes  .shipped 
aboard  Lake-type  ves.sels  to  Boland  and 
starving  Europe  by  the  Food  Admini.'- 
tration. 

It  has  been  charged  that  in  the  first 
four  month.s  of  1921,  of  all  the  machinery 
breakdowns  aboard  the  total  world  fleet 
90  per  cent,  were  aboard  Shipping  Board 
ves.sels.  These  di.-msters  were  the  re.sult 
of  bad  mncliinery,  bad  management,  and, 
more  especially,  bad  propellers.  In  tho 
war  emergency  the  Shipping  Board  made 
use  of  cast-iron  propellers.  This  was 
neco.ssnry  becau.se  the  board  was  unable 
to  procure  bronze  propeller  blade.s  in 
quantity.  The  navy  had  to  be  supplied 
first.  Merchant  vc.ssel.H  took  what  they 
could  find,  which  were  propeller.s  of  sec- 
ondary quality. 

The  pre.sent  shipping  .slump  is  assi.st- 
ing  in  improving  the  situation.  Only 
the  efficient  and  well-rated  vessels 
are  remaining  in  operation.  The  Ship- 
ping Board  has  a better  idea  as  to  who 
are  the  efficient  operators,  and  the  man- 
agement of  the  Government  tonnage  is 
gradually  being  concentrated  into  the 
hand.s  of  .such  operators.  Today  an  op- 
erator has  an  opportunity  to  select  the 
type  of  ves.sel  he  desires  for  a particular 
trade,  and  he  is  in  u position  to  demand 
that  the  ves.sel  be  put  in  proper  condi- 
tion for  operation. 

A good  operator  will  handle  only  a 
good  ship,  and,  therefore,  for  the  pur- 
pose of  in.surance  cla.ssification  the  in- 
.surance companies  do  not  classify  risks 
so  much  by  the  type  of  .ship  as  by  the 
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lype  of  operator.  An  operator  who  knows 
his-  business  will  insist  upon  lakinpr  only 
a ship  which  can  perform  the  service  ex- 
pecied  of  her.  Recognizing  the  varying 
abilities  of  ilifferent  operators,  the  in- 
surance companies  have  classified  them 
into  gioups.  Thei-e  is  an  Ocean  Cla.ss  A 
and  an  Ocean  Class  B.  Likewise  opera- 


The 


the  foregoing  criticisms  call  for  too 
gr-eat  a work  of  perfection.  They  de- 
mand that  in  order  to  be  considei-ed  suc- 
cessful deflation  must  be  accompanied 
by  a perfect  maich  of  prices  downhill 
together  throughout  the  nations  of  the 
world,  and  that  within  nations  the  va- 
rious price  levels  in  respect  to  retail  and 
wholesale  commodity  prices,  wages  and 
other  costs  should  also  have  paraded 
down  together  like  well-trained  soldiei-s. 
These  criticisms  seem  to  overlook  the 
fact  that  human  affairs  in  the  tremen- 
dous scopes  involved  in  world-wdde  post- 
Avar  readjustment  could  not  be  reduced 
M exact  formulas  and  precise  progi-ams; 
nor  could  deflation  be  made  to  do  the 
duty  of  Governments  in  respect  to  econ- 
omy in  expenditures. 

The  irregularities  and  cross-purposes 
that  have  occurred  in  the  period  of  de- 
flation were  rather  the  result  of  the 
general  disturbance  than  of  deflation, 
and  were  inevitable  under  any  conceiv- 
able course  of  action.  Perhaps  the  pro- 
posal to  make  existing  currencies  con- 
vertible into  gold  at  present  ratios  as  a 
short  cut  to  currency  stability,  giving 
business  meanwhile  a rest  from  the 
rigoi-s  of  further  deflationary  treat- 
ments for  awhile,  is  the  iao.st  construc- 
tive attack  on  the  problem  in  its  present 
phase  that  is  offered.  It  is,  to  say  the 
least,  a method  of  maintaining  the  gold 
standai*d  against  the  attacks  of  those 
who  would  throw'  gold  out  of  monetai'y 
use  altogether  and  set  up  some  entirely 
new  standard  of  va'ue,  such  as  interna- 
tional fiduciary  currency. 

It  is  recognized  that  one  of  the  main 
obstacles  to  carrying  out  currency  defla- 
tion to  the  full  length  of  making  it  again 
convertible  into  gold  at  the  old  parities 
is  the  enormous  size  of  present  public 
debts.  The  real  value  of  these  debts — 
that  is,  their  commodity  purchasing 
power — both  in  respect  to  principal  and 
the  interest  charges  they  bear,  would  be 
so  tremendously  enhanced  by  such  an 
operotion,  involving  as  it  would  the 
forcing  down  of  price  levels,  that  the 
burden  would  become  intolerable,  partic- 
ularly for  nations  with  great  external 
debts.  These  debts  were  incurred  when 
gold  wras  cheap  in  terms  of  commodities; 
that  is,  when  a relatively  small  volume 
of  commodities  commanded  a large 
amount  of  gold  in  exchange,  or,  obverse- 
ly,  when  commodity  prices  were  high. 
Under  that  condition  a relatively  small 
amount  of  effort  in  producing  commodi- 
ties would  command  a relatively  large 
amount  of  basis  money;  but  writh  defla- 
tion and  the  fall  in  prices  gold  becomes 
dear  in  terms  of  commodities;  that  is, 


tors  in  the  coastwise  trade,  operators  on 
the  Great  Lakes,  and  operators  on  in- 
land waterways  ore  classed  A and  B. 

Ship  efficiency  is  a quality  dependent 
upon  who  makes  the  rating.  The  steam- 
.ship  company  will  measure  efficiency  in 
terms  of  the  ship  adaptability  to  a par- 
ticular trade  and  the  low  cost  of  opera- 


commands an  increasing  volume  of  com- 
modities. and.  therefore,  a greater 
amount  of  effort  is  required  to  obtain 
an  equivalent  volume  of  basic  money. 
Thus  to  the  extent  the  appreciation  of 
the  currency  is  pushed  by  deflation,  so 
does  the  commodity  value  of  debt  in- 
crease, and  so  does  the  amount  of  effort 
required  to  liquidate  it  grow. 

The  proposal  for  establishing  new 
ratios  of  convertibility,  in  lieu  of  regain- 
ing par  by  deflation,  calls,  as  must  any 
plan  aiming  at  a perfect  process  of  re- 
adjustment, for  similar  action  in  all 
countries;  that  is,  they  must  all,  by  man- 
datory law’,  make  their  currencies  con- 
vertible at  present  ratios  determined  by 
a homogeneous  test.  This  prerequisite, 
of  course,  masks  the  same  weakness  in 
this  convertibility  plan  as  was  held  up 
as  one  of  the  main  defects  of  the  defla- 
tion movement;  that  is,  it  would  fail  of 
its  purpose  unless  there  were  interna- 
tional concerted  action;  othei-wise  the 
same  irregularities  of  price  levels,  &c., 
would  ensue. 

AS  an  example  of  how  the  plan  would 
be  applied,  sterling  may  be  cited. 
In  the  first  place  it  would  call  for 
the  repeal  of  the  present  English  coin- 
age act  relating  to  gold;  the  pound  ster- 
ling would  be  m^e  convertible  into  gold 
at  a new  ratio,  to  be  determined  by  the 
avei'age  level  of  New  York  Exchange 
during  a given  period  preceding  the  time 
of  designating  the  new’  ratio,  dollar  ex=^ 
change  being  used  since  it  is  the  world’s 
only  real  gold  money  unit,  and  its  ratio 
w-ith  a foreign  currency,  therefore,  is  the 
practical  measure  of  the  foreign  cur- 
rency's depreciation,  or  actual  equiva- 
lence, in  gold.  Presupposing  world-wide 
acceptance  of  this  sclieme,  the  United 
States  dollar  would  then  be  used  as  the 
reference  point,  or  common  yardstick, 
of  all  currencies  in  order  to  bring  them 
back  into  general  co-ordination  with  one 
another. 

It  may  be  assumed,  for  illustration, 
that  the  average  rate  of  dollar  exchange 
in  London  was  3.66  during  the  period 
determined  upon  for  computing  the  ratio 
of  convertibility.  The  American  dollar 
is  equivalent  to  23.22  grains  of  fine  gold. 
At  the  chosen  New  York  Exchange  rate 
used  to  determine  the  new  convertibility 
ratio,  this  would  make  the  pound  ster- 
ling worth  84.985  grains,  or  ?3.66  worth 
of  fine  gold,  instead  of  its  former  statu- 
tory content  of  113.001  grains,  or  about 
?4.87  worth  under  the  old  mint  par.  With 
the  new  ratio  in  force  the  gold  in  the 
Bank  of  England  and  in  the  currency 
note  reserve  would  cover  £206,181,000 


tion.  The  insurance  company  will  meas- 
ure efficiency  according  to  the  expecta- 
tion of  a particular  ship  in  the  h/inds  of 
a particular  steamship  company  to  de- 
liver the  cargo  without  damage  or  mis- 
hap. The  .shipbuilder  will  measqve  ef- 
ficiency according  to  recognized  engi- 
neering standards.  But  in  the  light  of 


instead  of  as  at  present  only  £166,012,- 
000.  The  new  par  of  exchange  with  the 
dollar  would  be  ?3.66  to  the  pound  in- 
stead of,  as  in  the  pre-war  days,  about 
$4.87,  and,  above  and  below  this  new 
normal,  ciuTcnt  exchange  rates  would 
fluctuate  within  the  narrow  limits  set  by 
the  gold  points  as  of  old,  according  to 
the  proponents  of  this  plan.  That  is  the 
element  of  stability  which  it  is  hoped 
would  be  given  to  national  currencies 
and  international  exchanges  under  this 
plan  if  applied  similarly  and  simultane- 
ously to  all. 

IT  is  believed  that  it  would  give  recog- 
nition and  fixity  to  approximately 
the  present  values  of  existing  debts,  in- 
.stead  of  striving  to  re-establish  old 
values,  that  no  longer  exist,  by  means 
of  reducing  the  depr-eciation  of  currency. 
The  same  principle  applies  to  pi-ivate  as 
well  as  public  debts;  namely,  as  advo- 
cates of  the  plan  argue,  that  since  the 
commodity  value  of  an  obligation  in- 
curved at  a given  price  level  increases  as 
prices  fall,  therefore  a deferred  payment 
under  such  conditions  would  represent  a 
retuim  of  more  than  received,  a condi- 
tion which  would  be  obviated  by  cur- 
rency stabilization  under  the  plan  pro- 
posed, as  distinguished  from  the  aggra- 
vation of  the  condition  which  would  re- 
sult from  forcing  depreciated  currency 
back  to  a parity  with  gold  through  fur- 
ther deflation. 

While  there  is  pressure  of  various 
kinds  throughout  the  nations  of  the 
world  for  cessation  of  deflation,  or  for  a 
return  to  a course  of  inflation,  and  al- 
though reckle.ss  money  policies  are  in 
force  in  Geiinany  and  in  the  newer 
States  of  Europe,  it  is  encouraging  to 
note  that  they  have  not  prevailed  in  the 
established  countries  as  listed  above,  and 
also  that  those  in  authority  still  stand 
steadfastly  against  the  inflationistic 
clamor. 

More  than  a year  ago  the  Brussels 
Conference  laid  down  a program  for 
financial  reconstruction  calling  for  a re- 
duction in  Govemment  expenditures,  the 
balancing  of  budgets,  and  deflation;  and 
only  recently  the  Financial  Committee 
of  the  League  of  Nations  issued  a report 
which  in  effect  gave  the  same  answer  to 
tho.se  who  are  demanding  some  panacea 
for  exchange  difficulties;  namely,  that 
it  could  discover  no  remedy  other  than 
those  suggested  at  the  Brussels  Confer- 
ence calling  for,  among  other  things,  de- 
flation. Also  in  France,  although  there 
ha.s  been  constant  agitation  for  further 
currency  inflation,  the  Minister  of 
Finance  and  the  Governor  of  the  Bank 


all  of  these  it  is  evident  that  the  8,000,- 
000  tons  of  shipping  owned  by  the  Gov- 
ernment cannot  by  any  means  be  c^led 
a well-balanced  fleet.  It  is  but  a make 
shift  inherited  from  the  recent  war. 
When  mea.sured  by  strictly  commercial 
standards  the  fleet  falls  far  .short  of 
what  might  reasonably  be  expected  of  i1 . 


of  France,  with  the  endorsement  of  all 
responsible  financiers,  have  taken  the 
stand  that  further  inflation  will  not  be 
permitted;  .and  the  practical  results  of 
this  policy  are  evident  in  the  fairly  con- 
.sistent  reduction  in  France’s  paper 
money. 

The  United  States  has  not  been  im- 
mune from  the  cry  for  inflation.  It  is 
true  that  there  has  been  obvious  in  very 
recent  weeks  in  the  nation’s  banking 
figures  a tendency  toward  re-expansion; 
hut  it  seems  fair  to  assume  that  this 
has  been  a product  of  seasonal  factors 
and  a considerable  degree  of  real  busi- 
ness revival. 

These  recent  expansive  tendencies 
have  been  particularly  conspicuous 
against  the  background  of  the  deflation 
of  the  first  eight  months  of  the  year, 
which  has  been  carried  out  despite  the 
temptation  toward  inflation  of  an  unpar- 
alleled gold  hoard  and  easier  money 
rates.  In  the  first  eight  months  of  the 
year  the  item  of  total  rediscounts  at  the 
Federal  Reserve  Banks  dropped  from 
$2,600,000,000  to  $1,500,000,000,  or  at  the 
rate  of  $31,000,000  a week;  that  there 
has  been  a slowing  down  in  the  liquida- 
tion of  this  item  is  shown  by  the  fact 
that  for  the  la.st  six  weeks  it  has  been 
reduced  at  the  rate  of  less  than  $17,- 
000,000  a week.  Also,  in  the  first  eight 
months  of  the  year,  Federal  Reserve 
note.s  in  circulation  dropped  from  $3,300,- 
000,000  to  $2,500,000,000,  a decrease  of 
$800,000,000,  or  at  the  rate  of  $23,000,000 
a week.  In  the  last  six  weeks  this  de- 
crease has  proceeded  at  the  rate  of  less 
than  $700,000  a week.  In  the  general 
banking  situation,  whereas  the  item  of 
total  bank  credits  has  been  estimated  to 
have  receded  at  the  rate  of  more  than 
$1 60,000,000  a week  during  the  first 
eight  months  of  the  year,  in  recent 
weeks  a i*everse  movement  has  occurred 
here,  and  this  item  has  re-expanded  at 
the  rate  of  nearly  $50,000,000  a week. 

But  these  indexes  of  the  general  bank- 
ing situation  in  the  United  State.*?  are 
not  indicative  that  the  frenzy  for  rein- 
flation on  the  part  of  cheap  money  ad- 
vocates, the  agricultural  interests,  infla- 
tionists and  others,  is  prevailing  to  bring 
back  u period  of  inflation  in  America.  It 
is  more  likely  that  this  expansion  is 
merely  a manifestation  of  the  ready 
elasticity  of  our  present  currency  and 
credit  system  to  meet  real  business  re- 
quirements promptly  as  they  develop. 
By  the  same  token,  hovi-ever,  they  indi- 
cate the  vigilance  that  is  imperative  to 
prevent  the  misuse  of  our  present  cur- 
rency machinery  in  response  to  unsound 
demands. 


Clamor  for  Re-In  flat  ion 
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The  Legislative  Week  in  Washington 


Special  Correspondence  of  The  Annalist. 

WASHINGTON,  Oct.  29. 

r:E  Senate  adopted  the  committee 
amendment  to  the  revenue  bill  re- 
pealing the  excess  profits  taxes  as  of 
Jan.  1, 1922.  An  amendment  to  the  reve- 
nue bill  offered  by  Senator  Wadsworth 
would  impose  a tax  of  60  cents  a gallon 
on  medicinal  beer,  $1.20  a gallon  on 
medicinal  wine,  and  $6.40  a gallon  on 
whisky  withdrawn  from  bond. 

The  committee  proposal  in  the  revenue 
bill  for  continuance  of  normal  tax  rates 
of  4 per  cent,  on  $4,000  of  income  and  8 
per  cent,  on  all  over  that  amount  was 
adopted  by  the  Senate;  also  an  amend- 
ment by  Senator  Hitchcock  under  which 
interest  paid  in  1922  on  war  tax  exemp- 
tion securities  would  not  be  deductible 
for  purposes  of  determining  net  income. 


Another  amendment  adopted  provided 
that  the  only  deductions  allowed  to  tax 
payers  borrowing  money  to  purchase  or 
carry  Federal  securities  should  be  the 
difference  between  the  amount  of  inter- 
est paid  on  the  indebtedness  incurred 
and  that  received  on  the  securities. 

Secretary  Mellon  authorized  the  is- 
suance of  regulations  permitting  the  use 
of  beer  and  wines  for  medicinal  pur- 
poses. Not  more  than  two  and  one-half 
gallons  of  beer  may  be  prescribed  at  one 
time  for  use  by  the  same  person. 

Legislative  action  on  the  resolution 
providing  for  an  appropriation  of  $1,- 
000,000  for  American  participation  in 
the  Brazilian  Centennial  celebration  was 
passed  by  thl  Senate  and  goes  to  the 
President  forPhis  approval. 

At  the  heaijng  on  the  railroad  situa- 


tion, Chairman  Cummins  of  the  Inter- 
state Commerce  Committee  of  the 
Senate  declared  that  consolidation  of 
the  carriers  into  transportation  groups 
was  the  real  solution  of  the  transporta- 
tion problem  today. 

Sixteen  Republican  Senators  from 
Western  States  met  and  agi'Ced  on  the 
traffic  rates  on  products  to  be  recom- 
mended to  the  Finance  Committee  when 
it  resumes  hearings  on  Nov.  1.  Before 
the  committee  investigating  conditions  in 
the  West  Virginia  coal  fields  Samuel 
Untermyer  of  New  York  urged  enact- 
ment of  laws  compelling  corporations 
doing  an  interstate  business  to  obtain 
Federal  licenses  as  a step  to  the  solution 
of  industrial  controversy. 

John  E.  Benton,  counsel  for  the  Na- 
tional Association  of  Railway  and 


Utilities  Commissioners,  appearing  be.- 
forg.  the  Interstate  Commerce  Committee 
of  the  Senate,  urged  restoration  of  3 
cents  a mile  as  the  maximum  passenger 
rate  on  railroads. 

William  E.  Crow,  appointed  by  Gov- 
ernor Sproul  to  succeed  the  late  Senator 
Knox  of  Pennsylvania,  was  sworn  in. 

The  House,  by  a vote  of  199  to  117, 
passed  and  sent  to  the  Senate  the  foreign 
debt  refunding  bill  empowering  a com- 
mission of  five,  of  which  Secretary 
Mellon  would  be  Chairman,  to  carry  on 
the  necessary  n^tiations. 

The  House  bill  fOr  funding  the  $6.00,- 
000,000  of  railroad  debts  was  ordered 
favorably  reported  by  the  Interstate 
Commerce  Committee  of  the  Senate, 
with  amendments  by  Senator  Cummmins 
broadening  the  financial  operations. 


S'eu'  York.  Monday.  October  31,  1921 
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Brotherhoods  Fail  in  Vaunted  Leadership  Skill 

Contlnu«>d  from  i< 


of  Jiving  in  recent  years.  The  accompany- 
ing table  shows  the  actual  earnings — not 
the  rates  and  scales,  but  the  amount  ac- 
tually carried  home  in  the  pay  envelope 
or  written  on  the  pay  check.  The  figures 
for  purpose  of  comparison  have  been  put 
on  an  annual  basis.  They  show  the  earn- 
ings for  different  classes  of  the  train- 
service  employes  in  the  year  1915;  the 
annual  average  on  the  basis  of  the  ac- 
tual earnings  in  the  second  quarter  of 
1920  before  the  wage  increase  of  De- 
cision 2 of  the  Railroad  Labor  Boai-d; 
the  average  on  the  basis  of  the  third 
quarter  of  1920  after  the  increase,  but 
excluding  the  back  pay;  the  annual  aver- 
age on  the  basis  of  the  second  quarter  of 
1921,  the  latest  figures  available.  The 
last  column  shows  the  1915  iigures  mul- 
tiplied by  1.73,  this  representing  the  in- 
creased cost  of  living  as  between  1915 
and  the  present  as  .shown  by  the  index 
numbers  of  the  Department  of  Labor. 
The  contrast  between  the  figures  shown 
for  the  average  annual  compensation  on 
the  basis  of  the  .second  quarter  of  1921 
will  be  striking.  It  will  be  noticed  that 
many  of  the  figure.*;  are  lower  than  those 
in  the  last  column.  It  will  be  remem- 
bered, however,  that,  effective  July  1, 
there  was  a further  decrease  in  wages  of 
about  10  per  cent.  The  point  intended 
should  be  clear. 

There  may  be  some  criticism  of  the 
figures  used.  They  are  taken  from  the 
annual  or  quarterly  wage  reports  issued 
by  the  Bureau  of  Statistics  of  the  Inter- 
.state  Commerce  Commission.  The  quar- 
terly figures  issued  include  a figure  for 
average  compensation  per  hour,  an*d  one 
for  average  hour.s  worked  per  month. 
Multiplying  thejse  together  gives  a fig- 
ure for  the  month,  and  then  by  12  for 
the  year.  The  figures,  therefore,  reflect 
sharply  any  overtime  paid  or  whether  or 
not  the  men  worked  .steadily.  The  com- 
parisons may  appear  to  suffer  from  that 
fact  as  comparisons.  However,  the  fig- 
ures indicate  what  the  employe  takes 


home  to  his  wife  and  family,  and  that 
is  their  real  value.  A man’s  feelings  are 
considerably  less  likely  to  be  influenced 
by  his  hourly  rate  than  by  the  size  of 
his  pay  check.  The  pay  checks  at  pre.s- 
ent  are  running  small;  many  men  are 
laid  off,  and  do  not  appear  in  the  sta- 
tistics at  all.  Practically  speaking,  there- 
fore, the  pocket  of  the  train-service  em- 
ploye has  been  “ deflated.”  There  is  no 
desire  to  indicate  here  whether  or  not 
further  decreases  in  railway  wages  are 
justified.  The  point  is  that  the  train- 
service  men  had  a chance  to  prove  that 
reductions  in  their  wages  at  this  time 
might  prove  a real  hardship  to  them. 
Have  they  tried  to  prove  it?  Not  that  we 
know  of. 

rpHE  train-service  men,  in  the  Railroad 
Labor  Board's  Decision  2,  issued  July 
20, 1920,  and  made  retroactive  to  May  1, 
1920,  received  increases  in  their  daily 
wage  -scales  of  80  cents,  51,  |1.04  and 
$1.44,  depending  upon  the  class  of  service. 
In  Decision  147,  effective  July  1,  1921, 
those  who  a year  ago  had  received  in- 
creases of  80  cents  daily  were  reduced  48 
cents;  those  who  had  gained  $1  increases 
were  reduced  60  cents,  and  the  rest  were 
reduced  64  cents  a day.  Decision  147  re- 
sulted in  the  calling  of  a strike  vote. 
The  vote  was  on  the  question  as  to 
whether  or  not  the  decrease  .should  be 
accepted;  a vote  in  favor  of  a strike  had 
the  effect  of  supporting  the  leaders  to 
the  extent  that,  if  they  deemed  it  neces- 
sary, a strike  could  be  called.  Presuma- 
bly in  voting  the  men  realized  that  other 
reductions  might  follow  those  included 
in  Decision  147.  On  most  roads  the  vote 
was  overwhelmingly  in  favor  of  a strike. 
Under  the  conditions  this  was  merely 
regarded  as  a vote  in  favor  of  the  lead- 
ers' policies;  no  strike  was  called. 

In  the  meantime  the  Administration 
had  been  rather  insistent  that  rate.s 
i/.iuid  lb  reduced  if  possible.  I he  agri- 
cultural “ bloc  ” in  the  Senate  has  been  ' 
particularly  emphatic  that  rates  on  ag- 


ricultural products  should  come  down. 
Several  weeks  of  agitation  along  these 
Unes  culminated  in  a meeUng  in  Wash- 
ington of  a committee  of  the  As.'«)ciation 
of  Railway  Executives,  followed  by  a 
meeting  of  the  as.sociation  itself  in  Chi- 
cago. After  the  latter  meeting,  held  on 
Friday,  Oct  14,  announcement  was  made 
in  the  following  words: 

“ At  the  meeting  it  wa.s  determined  to 
seek  to  bring  about  a reduction  in  rates, 
and,  a.s  a mean.s  to  that  end,  seek  a re- 
duction in  pi*esent  railway  wages,  which 
have  compelled  maintenance  of  the  pres- 
ent rates. 

" An  application  will  be  made  immedi- 
ately to  the  Railroad  Labor  Board  for  a 
reduction  in  wages  of  train-service  em- 
ployes sufficient  to  remove  the  remain- 
der of  the  increase  made  by  the  Labor 
Board's  decision  of  July  20.  1920  (which 
would  involve  a further  reduction  of  ap- 
proximately 10  per  cent.),  and  for  a re- 
duction in  the  wages  of  all  other  classes 
of  railroad  labor  to  the  going  rate  for 
•such  labor  in  the  several  territorie.s 
where  the  curriers  operate  • • ♦ 

“ The  railroads  will  seek  the  reduction 
fn  wages  now  proposed  by  first  request- 
ing the  sanction  of  the  Railroad  Labor 
Board.  The  railroads  will  proceed  with 
all  possible  disjpatch,  and  as  soon  as  the 
Railroad  Labor  Board  shall  have  given 
its  assent  to  the  reduction  of  wages  the 
general  reduction  of  rates  shall  be  put 
into  effect." 

There  followed  a meeting  of  a com- 
mittee of  the  e.xecutives  and  the  brother- 
hood leaders— a failure  on  the  part  of  the 
latter  to  obtain  assurances  that  the  wage 
decreases  would  not  be  asked  for  or  that 
the  wage  reduction  of  July  1 would  be 
cancelled — and  the  announcement  of  the 
call  for  the  strike. 

Did  the  brotherhood  leaders  let  their 
enraged  feelings  get  the  better  of  their 
judgment?  Was  their  announcement  of 
the  calling  of  the  strike  meant  to  be  a 
magnificent  gesture?  Did  they  remem- 


ber too  well  the  pa.ssage  of  the  Adamson 
law,  and  expect  that  a Republican  Con- 
gress might  aUo  be  .stampeded  by  fear 
of  the  railroad  labor  vote?  No  one  knows 
but  themselves,  and  they  have  not  opened 
their  minds.  Whatever  may  have  been 
their  idea  they  have  come  far  from  suc- 
ceeding in  stampeding  Washington.  So 
precipitate  have  they  been  that  they  have 
faileil  to  present  their  case  to  the  public. 
They  have  failed  to  gain  the  support  of 
the  other  railroad  union.s.  They  some- 
how even  failed  to  realize  how  long  it 
would  probably  have  taken  for  tlic  Labor 
Board  to  hear  both  sides  and  render  its 
decision.  In  .'^hort,  they  have  created  a 
very  unusual  state  of  affairs,  indeed, 
made  all  the  more  unusual  because  of  tho 
calibre  of  the  leaders  concerned,  their 
leputation  for  skill  in  bargaining,  and 
also  because  of  the  financial  .strength 
and  power  in  general  of  the  brotherhood 
organizations. 

'pHE  brotherhood.s  had  a good  ca.se 
against  any  decrease  in  their  owTi 
wage.s.  They  have  failed  to  pre.sent 
>t.  They  have  failed,  or  declined,  to 
.show  that  whereas  decreases  in  wnge.s 
might  be  ju.stified  for  .some  classes  of 
railroad  labor,  to  the  triiin-service  men, 
under  present  conditions,  they  might  be 
unfair.  They  have  been  bui-dened  with  tho 
stigma  of  being  involved  in  the  national 
agreements.  They  have  failed  to  disown 
that  stigma.  Armed  though  they  wore 
with  good  arguments  and  being  in  pos- 
session of  material  for  a good  case,  for 
some  rea.son  unknown  a.s  yet,  they  dis- 
carded all  their  assets  and  by  declar- 
ing a strike  at  this  time  succeeded 
handily  in  making  it  look  us  if  they  were 
flouting  the  authority  of  a Government 
body  and,  therefore,  flying  in  the  face  of 
public  opinion.  Unless  the  unexpected 
happens  the  trend  of  affairs  thu.s  far 
might  well  offer  several  source.s  of  wor- 
ry for  the  friend  of  labor  unions  or  the 
sympathetic  student  of  labor  union  poli- 
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Special  Correspondence  of  The  Annalist, 
TORONTO,  Oct.  29. 
^HERE  have  been  developments  in  the 
-*■  industrial  situation  in  the  last  week 
which,  though  by  no  means  of  outstand- 
ing magnitude,  tend  to  increase  activity 
and  .strengfthen confidence.  To  the  Algoma 
Steel  Corporation,  Sault  Ste.  Marie,  Ont., 
has  come  a 32,000-ton  oi'der  for  steel 
rails  from  the  Canadian  Pacific  Rail- 
way, supplementing  one  for  26,000  tons 
placed  a few  weeks  ago.  From  one  source 
it  is  learned  that  the  Canadian  National 
Railways  has  placed  with  the  Dominion 
Steel  Corporation  an  order  for  20,000 
tons  of  rails,  out  of  a 75,000-ton  lot 
which  it  contemplate.*;  purchasing.  The 
statement  so  far,  however,  lacks  official 
confirmation.  From  another  source  it  is 
learned  that  the  actual  placing  of  the 
order  is  being  delayed  pending  a more 
satisfactory  arrangement  a.s  to  price,  a 
consummation  which  it  is  thought  will  be 
facilitated  by  the  recent  reduction  in 
prices  by  the  United  States  Steel  Cor- 
poration. The  steel  situation  generally 
has  made  some  improvement  in  the  last 
week.  As  far  as  the  Toronto  market  is 
concerned,  this  appears  to  be  particu- 
larly true  in  respect  to  structural  steel. 
Some  of  the  automobile  manufacturers 
are  al.^o  reported  to  have  been  buying  a 
little  more  freely. 

The  pulp  and  paper  industry  appears 
to  be  making  further  headway  toward 
the  normal,  one  of  the  leading  companies 
reporting  production  running  from  80  to 
pO  per  cent,  of  plant  capacity.  Accord- 
ing to  an  official  statement  issued  this 
week,  the  September  export  trade  in  pulp 
and  paper  had  an  aggregate  value  of 
$9,457,027.  This,  notwithstanding  lower 
market  prices,  is  the  largest  total  since 
March  last,  when  the  value  was  $12,407,- 


476.  But  that  which  at  the  moment 
probably  tends  more  to  strengthen  con- 
fidence in  the  industry  is  the  resumption 
of  operations  at  the  Kipawa  bleaching 
and  sulphite  mill  of  the  Riordan  Pulp  and 
Paper  Company.  This  mill  has  been  closed 
do\v7i  for  several  months,  but  it  now  has 
sufficient  business  on  hand  to  keep  it 
running  for  some  time.  There  also  ap- 
pears to  be  some  prospect  of  a settlement 
in  the  near  future  of  the  financial  dif- 
ficulties of  the  Riordan  Company,  the 
President  having  made  a definite  request 
to  the  trustees  acting  for  the  creditors 
for  a year’s  extension,  the  hope  being 
entertained  that  at  the  expiration  of  that 
time,  by  being  able  to  turn  the  large 
quantity  of  raw  material  on  hand  at  the 
Kipawa  mill  into  the  finished  product,  a 
marked  improvement  in  the  financial 
position  of  the  concern  will  be  brought 
about.  A meeting  of  the  creditors  will 
be  held  Nov.  17  to  consider  the  proposal. 
As  the  creditors  are  desirous  of  avoiding, 
liquidation  of  the  company's  affairs,  it 
is  quite  within  the  realm  of  possibility 
that  the  offer  will  be  accepted.  That 
" the  Street  ” leans  to  that  opinion  is 
evident  from  the  advance  which  took 
place  in  the  price  of  the  company’s  stock 
on  the  Exchanges  following  the 'publica- 
tion of  the  President’s  request  for  an 
extension. 

It  is  officially  announced  that  the 
Dominion  Government  has  decided  upon 
a continuance  of  the  wooden  shipbuild- 
ing program  in  the  yards  in  Victoria, 

B.  C.  In  the  three  years  ended  1920, 
wooden  ships  to  the  number  of  ninety 
were  constructed  in  the  yards  of  British 
Columbia,  the  aggregate  tonnage  of 
which  wa.s  217,900.  Most  of  the.se  ves- 
sels were  for  the  British  and  French 
Governments  and  yielded  to  the  yards  of 


British  Columbia  a total  of  approxi- 
mately $45,000,000.  Nearly  all  the  ves- 
sels constructed  for  private  interests 

about  50,000  tons— are  also  said  to  have 
been  sold.  Of  steel  vessels  constructed 
in  British  Columbia  in  the  three  years, 
the  aggregate  tonnage  was  171,700  tons. 

That  the  practice  which  has  been  com- 
mon of  late  of  cutting  down  inventories 
in  order  that  assets  may  be  given  their 
true  value  has  about  reached  the  point 
of  completion,  particularly  as  far  as 
large  industrial  and  mercantile  corpora- 
tions are  concerned,  is  generally  conceded 
by  banking  and  other  financial  authori- 
ties. There  can  be  no  doubt  that  some 
of  these  operations  have  been  drastic. 
The  most  recent  evidence  of  this  i.s  to 
be  found  in  the  annual  report  of  the 
Cockshutt  Plow  Company,  Ltd.,  one  of 
the  principal  manufacturers  of  agri- 
cultural implements  in  the  Dominion,  the 
amount  written  off  being  $689,365. 
Profits  for  the  year  were  $624,292, 
against  $660,921  for  1920;  working  capi- 
tal. $6,229,861,  against  $6,506,129;  bank 
and  other  loans,  $1,903,430,  against 
$124,924;  balance  carried  forward,  $261,- 
761,  against  $575,434;  total  assets,  $17,- 
316,134.  against  $16,012,670. 

An  official  announcement  on  Monday 
to  the  effect  that,  unless  employe.*;  would 
consent  to  a reduction  in  wages,  the 
mines  of  the  Dominion  Coal  Company,  a 
subsidiary  of  the  British  Empire  Steel 
Corporation,  would  be  closed  down  for 
the  Winter,  has  created  a feeling  of  de- 
pression in  the  Maritime  Provinces. 

The  Government  statement  covering 
the  September  activities  of  the  chartered 
banks  of  the  Dominion  reflects  the  gen- 
eral business  conditions.  As  a result  of 
the  general  improvement  in  bu.sinesa  and 
the  demand  for  funds  for  moving  the 


new  crops,  commercial  loans,  totaling 
$1,239,637,361,  show  an  increase  of  $13,- 
169,647  over  the  previou.s  month.  Com- 
pared with  the  same  month  of  1920,  how- 
ever. there  is  a decline  of  $177,883,406— 
the  result  of  lower  commodity  prices  as 
well  as  of  smaller  bu.siness  volume. 
Demand  depo.sits,  standing  at  $534,307,- 
462,  show  an  increase  of  $6,944,730. 
Savings  deposits,  on  the  other  hand,  ex- 
perienced a decline  of  $16,066,879  for 
the  month.  Total  deposits  in  Canada 
amounted  to  $1,798,071,304,  a decline  for 
the  month  of  $9,122,140,  and  for  the 
year  of  $149,409,698.  In  note  circulation 
there  was  an  increase  of  $3,267,603,  and 
in  coin  of  $4,716,807.  Call  loans  outside 
of  Canada,  amounting  to  $183,290,756, 
show  an  increase  for  the  month  of  $25,- 
632,921,  and  for  the  year  a decrease  of 
$3,572,204.  Call  loans  in  Canada  were 
$106,729,270,  a gain  over  Augu.st  of 
$614,153,  and  a decline  from  September, 
1920.  of  $7,940,341. 

Canada's  external  trade  continues  to 
decline.  Total  imports  for  home  con- 
sumption for  the  twelve  months  ended 
September  were  $905,878,056,  compared 
with  $1,325,779,894  last  year.  They 
were,  however,  in  excess  of  1919  by  $19,- 
738,100.  Export.*!  of  home  products 
throughout  the  twelve  months  were 
$976,060,660,  as  against  $1,208,919,176 
for  the  year  before.  Export.*;,  therefore, 
had  a balance  of  $70,182,604  over  im- 
ports. Imports  from  the  United  States 
had  a value  of  $643,625,678,  against 
$919,208,286  and  $700,366,335  in  1920  and 
1919,  respectively.  Export.s  to  the 
United  States  were  $428,593,374,  com- 
pared with  $512,846,703  a year  ago  and 
$433,196,846  in  1919.  Canada's  adverse 
balance  in  the  trade  between  the  two 
countries  was  $215,032,304. 
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New  York  Stock  Exchange  Transactions 


Week  Ended  October  29,  1921 


Total  Sales  3,961,593  Shares 


■ ReducUon 
IX  Rubber  («00).. 


AHIance  Roftlty  . 


Al]ls-Cha)mei  * 
Anial.  Sugar  It 
Am.  Agricultura 


litural  Chen).  |>( 

Note  (JOOj 

Note  pf.  (»50) . ■ 


18,680,100  Oct. 


.312.100  Apr. 


H3H  84S 


Oltji  Apr.  12 


Arn.  Reel  8 

Am.  Beet  Sugar  pi 

Am.  Roach  Magiim  (sh. 
Am.  Brake  3.  i Fy.  new 


..  Cotton  Oil  Co 

1.  Cotton  OH  Co.  pt 

. Drug  Syndicate  (JIO) . . 


S6.000 
160,000 
. 3,000,000 
. 41.223,300 
. 41,233,300 
. 30,000,000 


1,408  Nov. 


75*  Aug.  2.3 


I Grain,  atamped.. 


100>4  64H 


44^  May 
11  m May  : 


m.  Shipbuilding  . 


668,243 
. 60,098,000 
. BO, 000,000 
. 9.642,800 
. 11,000.000 


Aug.  19.  *21 
Aug.'  ■ iV  '21 
Mar.'  IB.’ '21 


283  104H 

210  lOOH 

37^  65^ 


UTS  Oct.  IS 
Oct.  2t 
70S  Ju.ie  21) 


. Steel  Found.  p(. . 


. Sumatra  l^bacco  . 


I.  Tel,  t Tel.  Co 

. Tobacco  Co 

. Tobacco.  Claaa  B 

. Tobacco  Co.  pf.  new.. 

. Water  WOrka  & El 

. Water  Wor)>e  A El.  1st 
. W.  W.  El.  panic,  pf. 


, L.  & S.  pf.  (325) . . 


pf.  3,838,200  Aug.  I 

...  7,192,000  

...  7,970,400  Oct. 

...  40,000.000  Oct.  I 

. . . 40,000,000  Oct.  I 

...  12,600,000  Apr. 


8T\i  Aug  2 


76(4  June  20 
7r»(c  Jan.  3 
^IH  ^i.  ^ 


85%  103%  + 


II2.'i  May 
110%  Jan. 
•1%  Jnn. 


Atlantic  Petroleum 
Atlas  Tack  (sh.).. 
Atlantic  Refining  . 


> Sales  (350) 

1 Stu.a  p(.  (350). 
in.  N.  « Co.  (St 
In.  N.  « Co.  pf. . 


30  Feb.  1 


Baltimore 

Baltimore  A Oblo  pf. 
Barnet  Leather  (sh.) 


Bethlehem  Steel 

Bethlehem  Steel,  a.  B. 
Bethlehem  Steel  7%  p(.. 
Bethlehem  Steel  8%  pf.. 


. 14.862.000 
4B.OOO.OUC 
. 14,908.000 


86%  56% 


ISH  49% 


Brown  Shoe  p( 

Bruns  T.  & R.  R.  Sec 

Buffalo  t Susquehanna.. 
Buffalo  A Susquehanna  p 
Buffalo,  Rochester  A Pit 
Buffalo,  Rochester  A PIti 


Butteriek  Co 

Butte  Copper  A Zinc  (3B) 
Butte  A Superior  (310).. 
CADDO  CEN.  O.  A R. 
California  Packing  (ah,) 
Callahan  Zinc  A Lead... 
California  Petroleum  . . . 


- I.)  Th.  M-  7%  pt.. 


Central  Leather  . 
Central  T 
Central  c 


6,400  June  30.  '21 


. 16,000,000  Aug. 


. 39,689,100  Aug. 


+ 2% 


'ii%  Jan.'  : 
7%  May 


CM..  Mil.  A St 


9,250,000 

sV246,o66 
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New  York  Stock  Exchange  Transactions — Continued 

Ills  Y»*r  to  Dale.  STOCKS  dividend  — - — , 


■ t»23> 

r (lb)  

- A St.  Louis  pL . 


High.  Low. 


Coloradi 
Columbi 

Columbia  Graph  pf 


h Southern  2d  e 
Gas  k Electric. 
Ora[^.  (sh.).. 


102% 


Jan.  : 
net.  : 
10.S  Oct. 
May 


Auc.  .. 
82H  Auk.  2o 
V4  Aug. 


Coasolldated  ClKar  (sh.) 
Consolidated  ClKar  pt.. 
Consol  Distributors  . . . 
Consolidated  Gas 

Consolidated  Teitlie  (eh 


190. 4Sd 
l0.3St.500 
lO.m'i.sn'i 
376.391 


Continental  TnsiTi.  -- 
Cora  Products  Roflnlne  Co. 


(»25)... 

Co 

Products  Radnlns  Co.  pf, . 


33%  June 
*0  Aug.  1 


Cre*  Carpet  Co.... 

Crucible  Steel  Co.  pf 

Cuban-Amerlcan  Sugar  (|t0 
Cuban  American  Sugar  pf.. 


"^t?  3l'.  -ai 
Su^.  30.  '21 


lOlH  100%  102% 


^.’VK  May 
d0%  May 
!i!.  Ma>- 


•10214  Apr. 
36  Aug. 


82%  Apr.  ; 
00  Apr. 

D May 


Duluth'Superlor  Traction!! 


Hoslei 


f pt.. 


Durham  . 

EASTMAN  ~KODAK  . 

Eastman  Kodak  pf 

Electric  Storage  Battery... 

Elk  Horn  Coal  (*80) 

Elk  Horn  Coal  pf.  (»50).. 
Emerson  Brantingham. . . . 
Kmprson  Brantingham  pf. . 

Endleoit-Jobnson  ($50) 

Endlcott'Johnson  pf 

Erie  

Erie  1st  pf 

Erie  2d  pf 

''  ■ ~c  Pittsburgh  (6S0) 


Jan.'  ■ 3.‘  '21 


FAIRBANKS  CO.  (|2S| 

Fairbanks  Co.  pf 

FainouB  Playen-Lasky  (ah.).... 
Famous  PloyLrs.Lasky  pf.  (ah.) 

Federal  Mining  & Smelting 

Federal  Mining  t Smelting  pf.. 


103  93% 
116  91% 
*17  172% 
\20  110 

30% 

101 

106^ 

16 

92 

83% 

165 

06% 

21 

^04% 

May  26 
Jan.  20 
Apr,  20 

May  16 

p% 

Mar.  23 
Juno  16 
Apr.  14 

DAVISON  CHEMICAL 
Do  Beers  Con.  M.  (sh.: 

Delaware  ft  Hudson 

Delaware,  Lack.  & We: 
Detroit  Edison 

(sh.) 107,300 

.!!!!!!!!  37,82i!5oo 

42.503.000 

9L  ($50).  M.544.000 

Not.  16.  1*0 
Sep.  l!  "il 
^i,'  ^!  ;2i 

Vse 

a 

$1,M. 

Q ta 

U 101 

g UK 

; 18%  1U61  isti 

r 40H  .37  3!^>% 

1 HI'  ' Hill  IfHV, 

' + .3% 

VH% 

08% 

Sep.  7 

Dotrolt  United  Rnllwav 
Diamcnd  Match 

15.000  000 

A'  — 

112% 

d 11: 

1 7.1  IL3  70 

;i.Ki 

M. 


GASTON,  W.  * %t 
Gen.  Am-  Tank  C 
General  Asphalt 
General  Asphalt  i 
General  Cigar  Co 
General  Cigar  Co. 
General  Cigar  de 


S0%  04%  71%  Apr.  21 


93%  56% 

100%  102 

63%  46% 


0%  Aug.  24 

(R)  Aug.  20 

60  Aug.  22 

25  Aug.  30 


. 16,183.400 
. 26.031,600 
. 60,670.000 


I2S% 

h 


11%  Mai-  : 
48%  6tay 


GreM  Nor^era  pf. . 


Gulf.  &Iobile  i 
Gulf,  Mobile  i 
Gulf  States  £ 
Gulf  States  SI 


2,500,000 

48,781.200 

0,087!300 


Apr.  18,  *21 
Mar.  21,  '21 
Nov.  22,  '20 


ii'%  X 1% 
.■w%  + n; 


Hartman  Corp.. 


2,189,776 
12,000  000 
220.000 


25%  Apr. 


40%  Aug.  25  House 


i Mining 

r ckyUm  l . 


' 16.  '21 
."aYi'-io 


JL 


80  Feb.  25 
37%  May  18 
5%  Jan.  25 


85%  Mar.  12 

7%  JUM  13 
80  Feb.  25 
29%  Mar.  12 
1%  Aug.  30 
5%  Oct.  1 


ILLINOIS  CENTRAL.... 

Illinois  Central  I,eased  Lines.. 

Indlahoma  Ref.  <$.5) 

Indian  Refining  (tlO) 

Indian  Refining  pf 

Inspiration  Con.  Copper  ($20). 


2,296,400 
23.6.39, .342 
746,207 


Oct.  25,  '20 


+ % 


140% 

120 

67% 

128% 


67%  Aug.  22 
99%  June  20 
7%  Aug.  24 


1 Hair.  pf.  (note).. 


26%  11% 


TC  Jan.  IS 
Gl%  Apr.  2.5 
17  May  2 

73%  May  17 
JOl  May  13 

W Mar.  23 


Imernatlonal  Motor  Truck  (sh.) 

International  Motor  Tr.  U pf.. 

International  Nickel  ($25) 

International  Nickel  pf 

Interaatlona!  Paper  Co 

Riternatlonal  Paper  Co.  pf 

International  Salt  


07%  b7%  67%  C7% 


Invincible  Oil  right.. 


i0%  May 
4%  Jan. 
.1%  Ifar. 


>ai  i 


die.'. 


116,7: 


JEWEL  TEA.. 

Jewel  Tea  pf s.eoo.ooo 

Jones  Bros.  Tea 10.000,000 

Kansas  City  Southern ?. ...  30,000.000 

Kansas  Oily  Southern  pf 21,000,000 

Kansas  t Gulf 

Kayser  (Julius)  k Co 6.670.000 

Kayser  A Co.  1st  pf 1,716.900 

KeUy-Springneld  Tire  ($26)....  8,675,660 
Kelly-Springfleld  Tire  6%  pf...  6.860,000 
Kelly-Sprlngfleld  Tire  6%  pf...  3,237.100 

Kelsey  Wheel 10,000,000 

Kelsey  Wheel  pf 3,000  000 

Kennecott  Copper  (eh.) 2.788,988 

Keokuk  k Des  Moines 2.600.000 

Keystone  Tire  k Rubber  ($10) . . 3,008.360 

Kresge  (8.  S.)  Co 10.000,000 

Kresge  tS.  S.)  Co.  pf 2.000,000 
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World  Rehabilitation  From  Armament  Conference? 


tspondenee  of  The  AnnalinL 
WASHINGTON,  Nov.  6. 

ITH  the  arrival 
in  Washington 
of  the  various 
foreign  delega- 
tions to  the  con- 
ference on  tlie 
t a tioD  of 


I the  proposal  has 
been  advanced 
that  the  financial  and  economic  prob- 
lems which  have  disturbed  the  tranquil- 
lity and  welfare  of  the  world  following 
the  World  War  must  receive  considera- 
tion, if  any  measure  of  success  is  to 
crown  the  deliberations.  There  has  not 
been  .'■o  much  said  about  this  in  formal 
statements,  but  in  private  conversa- 
tions, when  endeavors  are  made  to  feel 
out  the  sentiment  of  the  United  States 
in  this  direction,  the  question  frequently 
is  found  to  be  uppermost  in  the  thoughts 
of  many. 


It  ha.*  not  been  difficult  to  find  for- 
eign experts  in  subjects  economic  who 
are  prepared  to  predict  that  Germany, 
before  long,  wll  find  it  necessary  to  de- 
fault on  reparation  payments;  that,  fol- 
lowing such  a happening,  a portion  of 
Kuropc,  at  least,  >\'ill  face  a situation  of 
financial  pro.stration  even  more  .serious 
than  at  present,  and  that  a new  economic 
arrangement  will  have  to  be  found  in 
which  the  interests  of  the  United  States 
wnll  be  involved.  There  even  are  those 
who  still  cling  to  the  belief  that  part  or 
the  whole  of  the  war-time  indebtedness 
of  nations  must  be  wiped  out  if  inter- 
national exchange  is  to  be  placed  upon 
a sounder  basis,  industry  i-evived  and 
normal  commerce  re-established. 

It  is  safe  to  predict  that  the  cancella- 
tion of  the  war-time  indebtedness  be- 
tween mations  will  not  be  one  of  the  re- 
sults of  the  Washington  conference.  But 
that  the  involved  financial  problems  will 
play  their  part  in  the  deliberations, 
either  openly  or  in  the  secret  meetings, 
now  seems  assured. 

The  delegates  to  the  Washington  con- 
ference, said  one  prominent  figuie  the 
other  day,  have  more  to  consadcr  tlian 
merely  the  question  of  reduction  of 
armament — the  cutting  down  of  building 
pjograms  where  battleships  are  con- 
cerned, or  the  reduction  of  armies.  They 
4iave  another  responsibility  than  that  in- 
volved in  an  agreement  on  Far  Eastern 
and  Pacific  questions,  which,  although  of 
extreme  importance,  cannot  in  itself 
.bring  about  rehabilitation  of  a war- 
weai'y  world.  Euiopc,  he  added,  was 
looking  to  the  Washington  conference 
for  a settlement  of  many  of  its  eco- 
nomic woes,  regardless  of  whether,  in- 
deed, the  ideals  which  inspired  the  call 
had  Just  that  in  mind  or  not.  The 
masses  of  the  people  were  hoping  that 
under  the  direct  leadership  of  America 
the  Washington  conference  would  suc- 
ceed where  the  Paris  Peace  Conference 
had  failed,  and  find  a cure  for  the 
troublesome  times  which  followed  the 
signing  of  the  Treaty  of  Versailles. 

It  is  no  small  task  which  is  faced,  if 
axky  such  result  is  to  be  accomplished. 


By  Rodney  Bean 


but,  neverthcles.s,  some  of  the  foreign 
representatives  who  have  come  to  Wash- 
ington are  asking  that  it  be  attempted. 
Something  of  this  feeling  was  reflected 
in  an  address  delivered  several  weeks 
ago  by  Winston  Churchill,  Minis- 
ter for  the  Colonics  in  the  British  Cabi- 
net, made  at  Dundee.  He  expressed  the 
opinion,  to  state  it  briefly,  that  no  sub- 
ject for  consideration  by  the  Washing- 
ton conference  could  be  as  important  as 
that  of  international  exchange,  war 
debts  and  general  war  finance  problems. 
Other  prominent  representatives  of  the 
British  Government  are  reported  to  hold 
the  view  that  the  financial  problems 
must  be  considered. 

A STATEMENT  by  Luigi  Lussatti, 
former  Prime  Minister  of  Italy, 
published  recently  in  the  Tempo,  also  is 
of  interest 

“ It  may  be  a new  delusion,"  he  wrote 
ol  the  Wa.^hington  conference,  "but  the 
peace  of  the  world  may  also  come  of  it. 
Suppose  that  disarmament — not  fantas- 
tic disarmament,  but  a disarmament 
within  ihe  bound.s  of  possibility — was 
crowned  by  a reciprocal  compensation 
of  debts  and  credits  between  Germany 
and  the  Allies  under  the  auspices  of  the 
I'nited  States — creditors  of  the  entire 
world,  but  suffering,  like  King  Midas, 
from  too  much  gold — then  we  might  see 
n long,  if  not  a perpetual  peace.  Mili- 
tary disarmament  without  economic  dis- 
armament, or  in  other  words,  without  an 
egiecmcnt  of  righteou.s  interests,  would 
not  be  sufficient." 

In  the  days  when  the  advi.sability  of 
calling  the  Washington  conference  first 
was  being  discussed,  the  suggestion  that 
international  financial  problems  should 
he  included  was  deprecated  by  most  of 
the  prominent  ofTicials  of  this  Govern- 
ment F'inuncial  problems  were  not  in- 
cluded in  the  agenda  issued  by  the  State 
Department  and  inquirers  who  foresaw 
that  later  this  would  be  a moot  ques- 
tion were  permitted  to  infer,  at  least 
that,  in  the  opinion  of  Government  offi- 
cials, the  inclusion  of  financial  problems 
in  the  discussions  of  the  conference 
would  embarrass  the  achievement  of 

But  it  is,  perhaps,  fair  to  say  that  in 
Ihe  earlier  days,  when  enthusiasm  over 
the  thought  of  the  limitation  of  arma- 
ments was  at  its  xenith,  some  of  those 
behind  the  conference  move  may  not 
fully  have  realixed  the  tremendous  scope 
of  tlie  thing  contemplated,  or  the  dis- 
astrous reaction  that  failure  to  give  sub- 
stantial lielp  to  a sick  world  might  in- 
'"olve,  and  the  growth  of  the  responsi- 
bility assumed. 

European  nations  were  quick  to  ac- 
cept invitations  to  the  international  con- 
ference at  Washington,  for  farsighted 
European  state.smen  were  not  slow  to 
realize  the  possibilities  of  such  a situa- 
tion. An  agenda  might  be  limited  in 
scope,  but  it  must  be  clastic  to  meet  the 
conditions  as  they  uro.se.  If  the  delib- 


eratioD,  day  by  day,  appeared  to  demon- 
strate that  the  economic  prostration  of 
Plurope  was  a matter  on  which  the  peace 
and  good-will  of  the  world  re.sted,  the 
agenda  could  be  stretched  to  meet  the 
requirements  of  the  emergency. 

That  much  is  admitted  today,  and  to 
that  extent  American  officials  have  re- 
treated from  their  attitude  that  financial 
problems  had  no  place  in  the  delibera- 
tions. There  would  seem  to  be  little 
doubt  that,  as  Uie  conference  pro- 
gresses, the  financial  problems  will  be 
laised  and  be  discussed.  That  the  ques- 
tion of  the  international  indebtedness 
and  its  relation  to  world  economic  re- 
adjustment and  armament  can  be  kept 
out  of  the  discussions  is  scarcely  consid- 
ered probable. 

It  is  possible  that  out  of  the  Washing- 
ton conference  will  come  another  " meet- 
ing of  minds  ” which  will  deal  solely 
with  the  financial  problems  which  ha- 
rass the  world.  As  to  that  there  has 
been  no  decision;  opinion  is  as  yet  in  a 
formative  stage,  and.  beyond  the  admis- 
sion that  financial  problems  apparently 
must  play  a part  in  the  (Uscussion,  dur- 
ing the  Washington  conference,  the  out- 
come is  left  in  doubt. 

CERTAIN  members  of  the  Senate  and 
House  who  have  picked  up  bits  of 
such  gossip  and  fear  that  a move  may  be 
started  to  have  the  United  States  forego 
some  of  its  claims  in  connection  with 
the  war-time  loans  have  been  girding 
themselves  for  the  fray,  determined  to 
insist  that  no  concession  shall  be  made. 
But  that  any  extreme  course  will  be 
born  of  the  conference,  which  would 
call  for  an  outburst  on  their  part,  is  not 
probable. 

The  facts  in  regard  to  the  financial 
[losition  of  the  United  States,  largely  as 
a result  of  the  World  War,  were  pre- 
.^ented  succinctly  in  a recent  address  by 
Elliot  Wadsworth,  Assistant  Secretary 
of  the  Treasury,  and  they  supply  an  in- 
teresting picture  in  connection  with  the 
assembling  of  the  conference.  Mr. 
Uadsworth  made  no  suggestion  that  the 
financial  problems  must  be  taken  up  at 
the  conference,  but  his  remarks  were 
pertinent  Tho.se  parts  of  his  speech 
dealing  directly  with  the  international 
situation  are  here  presented: 

On  the  liability  side  you  find  debts 
of  $24,000,000,000,  compared  with 
$1,000,000,000  four  yeare  ago.  You 
find  that  of  this  debt  $17,000,000,000 
is  in  bonds  maturing  between  1928  and 
1947;  the  balance,  about  $7,000,000,000, 
is  in  short-timo  is-sues  fa’ling  due 
within  two  years.  Of  this  floating 
debt  the  Victory  Loan  of  1923  is  the 
largest  maturity — $3,700,000,000  now 
outstanding  from  an  original  issue  of 
$4,500,000,000.  The  balance  of  the 
debt  comes  due  at  different  dates  and 
new  issues  of  Treasurj-  certificates 
and  notes  running  from  six  montlis  to 
three  years  are  sold  from  time  to  time 
to  meet  renewals.  It  is  the  intrnt:on 
of  the  Tre.isury  to  spread  the  maturi- 
ties, and  by  so  doing  reduce  the  size  of 
any  one  renewal  operation.  Already 


two  issue?  of  notes  amounting  to  $700,- 
00^000,  running  to  1924,  Imve  been 

Now  as  to  assets.  You  have  to  be- 
gin with  the  entire  property  of  the 
United  States,  the  best  plant  account 
in  the  world,  although  there  can  be  no 
figure  set  Owned  directly  by  the 
Government  you  find  certain  property 
acquired  during  the  war  from  the  pro- 
cess of  loans.  Let  us  analyze  each 
item  of  this  property. 

First  obligations  of  foreign  Gov- 
ernments. payable  on  demand,  amount- 
ing with  deferred  interest  to  some- 
thing over  $11,000,000,000.  This  is  an 
as.set  worthy  of  ^omc  attention.  Its 
handling  brings  up  most  intricate 
problems,  invorving  our  foreign  trade, 
foreign  exchanges,  and.  to  an  extent 
the  solvency  of  many  foreign  Govern- 
ments. There  is  no  rule  or  precedent 
to  be  followed  in  dealing  with  the 
world  situation  caused  by  these  debts 
between  nation.s. 

You  will  find  that  there  is  no  ade- 
quate authority  in  the  e.\ecutivc  offi- 
cers of  the  Government  for  handling 
this  o.sset  on  a broad  businesslike 
basis,  but  that  the  Administration  now 
has  a bill  before  the  Senate,  already 
passed  by  the  House,  creating  a com- 
mission of  five  to  be  known  as  the 
World  Wav  Foreign  Debt  Commission, 
of  which  the  Secretary  of  the  Treasury 
is  to  be  Chairman,  and  four  members 
to  be  appointed  by  the  President.  The 
power  given  this  commission  is  broad, 
allowing  for  the  refunding,  converting 
or  extending  of  the  obligations  now 
he'd,  but  not  cancellation.  If  this  bill 
is  passed,  there  will  be  an  agency  for 
bringing  about  the  best  realization  on 
an  investment  amounting  to  $100  per 
capita  of  our  population. 

In  considering  our  own  position  as 
a creditor,  we  must  remember  that 
there  are  similar  debts  outstanding  be- 
tween the  Allies,  and  that  Germany 
has  as-sumed  a liability  to  the  Repara- 
tions Commission  of  $33,000,000,000. 
It  must  realized  that  the  existence 
of  these  international  liabilities,  par- 
ticularly in  their  present  unbusiness- 
like form,  creates  uncertainty  and 
.shake.s  confiilence.  They  constitute 
one  of  the  great  obstacles  to  a resump- 
tion of  norma!  business  activity.  What 
should  be  done  in  handling  the  obliga- 
tions which  we  hold,  no  one  can  ray, 
but  certainly  the  first  step  is  for  the 
people  of  this  country  through  Con- 
gress to  appoint  representatives  with 
authority  to  act  for  them. 

Mr.  Wadsworth  discussed  also  the  do- 
mestic finances  and  added: 

"The  President  and  the  Cabinet  arc 
administering  the  affairs  of  this  great 
corporation.  Never  in  history  has  any 
nation  dealt  with  such  figures  or  such 
problems  of  finance.  It  only  took  two 
years  for  the  nation  to  put  out  its  loans 
and  invest  the  proceeds — hard  work,  pa- 
tience, and  time  will  clear  both  up,  but 
all  three  are  required. 

" Meanwhile,  the  income  and  expense 
accounts  are  receiving  the  most  thor- 
ough discus-sion.  We  will  soon  have  a 
tax  bill  and  a budget  It  will  cost  over 
$4,000,000,000  annually  to  meet  the  re- 
quirements of  the  corporation,  and  the 
management  has  every  confidence  and 
intention  of  making  the  receipts  ade- 
quate. 

“ The  United  States  of  America  must 
keep  its  budget  balanced,  no  matter  how 
great  the  burden,  for  we  are  today  the 
main  strength  of  the  world’s  financial 
and  economic  structure." 
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The  Legislative  Week  in  Washington 


Special  Con-fspoHrfrtifp  af  The 

\VAv<?HlNiGTON.  Nov.  6. 
a HE  amvfuiment  to  the 
bill  for  a 
I manufacturers’  salc.s 
mbmitlod  by 
intor  Smoot  was 
I defeated  by  a ^ote 
of  43  to  25,  with  all 
I of  the  Democrats 
iventeen  Re- 
publicans VO  tine 

against  it 

Piesident  Marxiing.  in  a letter  to  the 
Way?  and  Means  Committee  of  the 
House,  writes  that  Governmental  ex- 
penditures for  the  fiscal  j-car,  ending 
June  30.  1922.  will  be  cut  to  S.3.940.000,- 
000,  according  to  latest  estimate.-. 

. - War  Finance  Corporation 

nounced  that  it  had  rctluced  its  mteiost 
rates  on  advance  to  banks  for  agricul- 
tural or  livestock  puiposes  under  Sec- 
tion 24  of  the  War  Finance  Corporation 
act  from  5*s  to  5 per  cent,  on  all  ad- 
vances maturing  in  six  months  or  Ic.ss, 
without  the  privilege  of  renewal,  and  on 


all  otlier  advances  to  banks  for  livestock 
on  agricultural  purpii.ses  from  6 pei  cent, 
to  5's  per  cent. 

Secretary  Mellon  announced  total  sub- 
scriptions of  $8n,l>64.H0ll  for  the  recent 
issue  of  about  S200.0lK).Omi  worth  of 
, Tivasun-  certificates  at  4 U and  44  per 
cent.  Subscriptions  allotted  amounted 
to  S231.4.S7.50IJ. 

Announcement  was  made  that  the  Di- 
rectors of  the  War  Finance  Corporation, 
with  the  approval  of  the  Secretary  of 
the  IVcasuiy  and  the  Secretary  of  Agri- 
cultuie,  had  decided  to  appoint  a com- 
iiiittce  to  investigate  and  develop  plans- 
for  wanhousing  com  on  a large  scala 

Under  an  amendment  to  the  Intei^ 
.■itate  Commerce  act  proposed  by  Sena- 
tor Harris  of  Georgia,  I'ailroads  would 
be  i~e.-|uifcd  to  continue  in  operation  one 
}car  after  penni.ssion  for  their  aban- 
donment had  been  given  by  the  Inter- 
.'late  Commerce  Commi.saion. 

The  House  passed  and  sent  to  the  Sen- 
ate a bill  authorizing  the  appropriation 
of  34,11011,001)  lo  complete  construction  of 
the  Al.xska  Railroad. 


Controller  Ciissinger.  before  the 
Ranking  Coinmittee  of  the  Hou.h‘,  udvo- 
caleii  the  grant  of  permiinont  chartci's 
to  national  banks  instead  of  for  twenty 


ALl'H  C.  GREENE  was  nominated 
1 be  United  States  Attorney  for  the 
Eastern  District  of  New  York. 

The  House,  by  a vote  of  194  lo  36, 
adopted  the  conference  report  on  the  bill 
apprepriating  375,0110, UUU  from  Federal 
funds  to  aid  in  ennstmetion  of  highways 
throughout  the  country. 

Bankers  appearing  before  the  Post 
Office  Committee  of  the  Hou.se.  opposed 
the  propo.sed  increase  frem  2 to  3 per 


1 the  1 


‘ of  i 


istal 


The  Federal  Re-verve  Board  approved 
the  reduction  of  the  discount  rate  of  the 
New  Wrk  and  Philadelphia  Federal  Re- 
.verve  Bank-  to  4'  j per  cent.  It  also  ap- 
pi-oved  reductions  in  sewn  other  Federal 
Resene  rii.-trict- 

The  Senate  adopted  an  amendment  to 


the  Revenue  bill  under  which  corpora- 
tions operating  in  the  Philippines  and 
Parlo  Rico  would  he  exempted  from  the 
income  lux  on  that  portion  of  their  busi- 
ne.ss  done  in  the  islands,  but  would  bo 
required  to  pay  if  eui  iiings  were  returned 
lo  llio  United  Stute.s  apd  distributed  to 
stockholders  or  trihaferred  tcT  tlie  hoino 
company. 

The  Senate,  by  a vote  of.  36  to  26, 
adopted  the  committee  amendment  to 
llie  Revenue-  bill  providing  a flat  cor- 
poration income  tax  of  16  per  cent.,  ef- 
fective Jan.  1,  1922. 

Long  time  personal  credits  for  agri- 
culturisL-i  and  livestock  growers  were 
jiroposed  in  identical  hills  intreducod  in 
the  Senate  by  Senator  Capper  of  Kan- 
sas and  in  the  House  by  Representative 
Strong'  of  Kansas. 

Income  tux  returns  made  to  the  Treas- 
iiry  by  corporations  or  individuals  would 
b«  open  to  inspection  at  the  request  of 
either  House  of  Congrc.s.s  under  an 
amendment  to  the  Revenue  bill  proposed 
by  Senator  Reed  and  agreed  to  witliout 


The  Weelc  in 


Canada 


Special  Corrc^poTidcJiee  of  The  Aunnlial. 

TORONTO.  Nov.  5. 

That  which  probably  excited  the  most 
widespread  interest  in  the  last  week 
is  an  announcement  that  the  Sepieiiiber 
net  operating  earnings  of  the  Canadian 
National  Railways  amounted  to  &504,- 
174,  gross  earnings  being  $11,500,126 
and  working  expenses  $10,996,951.  These 
figure.s  cover  all  the  Government-owned 
system  except  the  Grand  Trunk,  which 
at  present  is  operated  by  a .separate 
board.  The  mileage  included  is  ^7,000. 
In  1920  the  Canadian  National  expen- 
enced  a net  operating  loss  of  $37,000,000, 
while  the  Grand  Trunk  had  a surpiu."  of 
more  than  $4,000,000.  September  was  a 
prosperouv  month  for  the  Canadian  I'a- 
cific  Railway,  the  gross  earnings  being 
$19,494,761  and  working  expense.^  $15,- 
174.711,  making  the  net  earning.®  $4,320,- 
049.  an  increase  over  August  of  $1,743.- 
910- 

These  increased  earning.-  of  the  Do- 
minion railways  are,  of  course,  a reflec- 
tion of  the  heavier  crop  movement  and 
the  general  improvement  in  busines.s  in 
the  last  few  months.  Thanks  to  an  ear- 
lier harvest  and  a larger  yield  in  the 
western  provinces  September  .shipment.® 
of  grain  by  rail  were  the  heaviest  on 
record.  On  the  other  hand,  because  of 
stormy  weather  water  shipments  of  grain 
from  the  elevators  at  the  head  of  the 
Great  Lakes  were  retarded  last  week, 
with  the  result  that  stocks  in  .store  there 
increased  by  6,500,000  bushels  to  31,000.- 
000  bushels,  or  within  about  25,000,000 
bushels  of  the  aggregate  capacity  of  the 
Port  Arthur  and  Fort  William  elevator 

Although  business  men  and  financiers 
by  no  means  are  confident  that  a tem- 
porary reaction  may  not  be  experienced 
between  now  and  the  opening  of  Spring 
trade  the  tendency,  on  the  whole,  in  the 
last  week  has  been  toward  further  im- 
provement. 

Knit  goods  mills  appear  to  be  more  ac- 
tive than  any  other  industry.  Although 
manufacturers  of  woolen  goods  are  fairly 
well  employed  on  the  coarser  classes  of 
tweeds,  flannels  and  blankeLs,  business  in 
this  branch  of  industry  is  quiet.  But 
even  in  thi®  industry  some  plants  are 
increasing  output.  The  fact  that  the 
Canadian  Co-operative  Wool  Growers  re- 
port sales  to  date  are  equal  to  the  total 
quantity  disposed  of  a year  ago,  by  far 
the  greater  part  being  taken  by  dome.'tic 
milb,  tends  to  confirm  the  reports  of 
greater  activity  in  the  woolen  industry. 
Concerning  the  export  trade  in  wool  the 
co-operative  organization  states  that  the 
emergency  tariff  practically  prohibits 
shipments  to  the  United  Stotgs.  Ship- 


ments to  this  country  in  September  were 
only  1,039  pound.®,  again.®!  304,  37 
pounds  for  the  cori-esponding  month  of 
1920. 

The  lumber  mills  of  British  Columkiu 
are  experiencing  incrca.®ed  activity. 
Tho.se  engaged  in  the  export  trade  have 
i-ecenlly  received  order®  aggregating 
26,000,000  feet,  with  the  result  that  it 
is  .eported  some  of  the  mill®  uie  ovei- 
®old.  The  British  Admiralty,  after  an 
absence  of  some  time,  again  is  in  the 
market  for  British  Columbia  lumber. 
Cedar  tie?  are  being  shipped  icr  China: 
i.-i-mii  i.  buying  log.®  and  Au.®trulia  lui.i- 
ber.  India  is  asking  for  40,003,003  creo- 
,-oted  tics,  and  Japan  for  5.000,000  non- 
creosoted. 

rPHE  late.®t  report  of  the  department  at 
Ottawa  shows  that  a further  improve- 
ment has  occurred  in  the  labor  employed 
in  Canadian  indu.strial  plants,  the  index 
iigure  stanaing  at  90.2  compared  with 
89.6  at  the  close  of  the  previou-  fort- 
night. The  principal  gain.-  were  in  the 
texriic  industries.  -Other  induatrie®  show- 
ing an  increase  in  employment  are  boots 
and  .-hoes,  leathei,  rubber,  railway  con- 
struction and  iron  and  steel.  The  latter, 
however,  show.®  an  increa.-e  of  only  one- 
half  of  1 per  cent. 

Increased  activity  is  being  experienced 
by  the  furniture  factories  of  the  Domin- 
ion, most  of  which  are  located  in  che 
Province  of  Ontario.  Those  in  Ontario 
are  running  foil  time,  while  the  average 
for  the  whole  country  is  placed  at  66, 
compared  with  about  60  per  cent,  early 
in  the  Summer.  Prices  of  household  fur- 
niture average  25  to  36  per  cent,  below 
those  ruling  u year  ago. 

The  ■'  fly  in  the  ointment,”  ns  fur  as 
the  general  bu.®ine®.s  situation  is  con- 
cerned, is  the  realization  that  a®  a re- 
sult of  the  wet  weather  in  the  prairie 
provinces  during  the  latter  part  of  the 
harve.®t  there  has  been  an  extensive  low- 
ering of  the  grades  of  grain,  wheat  being 
reduced  by  one  to  two  grade.®,  accord- 
ing to  c.stimatc.s  made  this  week.  Some 
estimate.®  place  the  depreciation  in  value 
of  the  total  western  crop  as  high  as 
$ .50.1)00,000.  Should  the  depreciation  in 
quality  prove  to  be  as  great  a.s  extrem- 
ists estimate  it  would  more  than  offset 
the  larger  yield,  which,  for  the  three 
prairie  province.®,  is  estimated  at  66,540,- 
000  bushels  for  the  five  principal  grains, 
the  total,  according  to  the  latest  Govern- 
ment figures,  being  661,966,000  bu.shels, 
against  605,426,000  for  the  ^920  crop. 

Gold  mining  operations  in  the  Porcu- 
pine field  of  Northerri  Ontario  continue 
to  expand.  At  the  Hollinger  property 
preliminary  steps  arc  being  taken  to  sink 
a central  sho^t  to  an  ultunatc  depth  of 


appraximately  three-quarters  of  a mile, 
whereas  previous  operation.®  have  been 
iiio.®tly  ut  a depth  of  SOO  feet.  Since  op- 
eration.® began  on  a Rnmll  scale  the  Hol- 
lingcr  m.ne  h«.®  piiduccti  gold  lo  the  iip- 
pri.ximate  value  of  $40,000,000,  most  of 
which  ha-  come  from  the  426-foot  level. 
Nearly  2,000  men  .are  employed  ut  the 
iiiiiic.  a hundred  machine.®  me  being  op- 
eiiiteil  undciground  and  an  iiveragc  of 
3,800  to  4,000  ton.®  of  oi-e  per  twenty- 
four  hour.®  are  being  raised  to  the  sur- 
face. It  i.®  intended  to  increase  the  ore 
output  to  6,000  ton?  per  twenty-four 
hours.  Production  at  the  Dome  mine  in 
September  wa.®  greater  than  in  any  pre- 
viou.®  month,  the  gold  output  having  u 
value  close  U>  $250,060.  With  an  ample 
supply  of  hydro-electric  power  it  is  c.®ti- 
mated  that  the  Dome  mine  is  now  in  a 
position  to  produce  gold  to  the  amount  of 
$2,500,000  to  $3,000,000  a yenr. 

Further  important  new  bond  is.®ues  are 
to  be  reporle<l.  Of  pravincial  is.«ues  there 
were  no  less  thun  four,  aggregating  $7.- 
6.50,000,  three  of  which  were  taken  for 
the  New  York  irmrket.  The  largest  is- 
.sue  was  an  addilional  $3,726,000  by  the 
Province  of  Manitoba,  making  the  lat- 
ter's total  notation  in  nbout  two  weeks 
$4,725,000.  The  bonds  are  twenty-five- 
yenr  maturity,  und  bear  interest  at  C 
per  cent.  A syndicate  compo.®ed  of  Dil- 
lon, Read  & Co..  New  York,  and  the 
Dominion  Securitic.®  Corporation  wa.®  the 
purcha.scr,  while  the  price  paid  was  simi- 
lar to  that  for  the  previou.®  $1,000,000 
issue.  It  is  claimed  that  Manitoba  this 
year  ha.®  obtained  a bettor  price  for  her 
bond.®  than  any  other  province.  The  Prov- 


ince of  British  Columbia  sold  an  i.vsue 
of  $2,000,000  twenty-year  6 per  cent, 
bond.®  to  the  Dominion  Securitje-  Cor- 
[loralion  at  104.651  for  the  New  York 
market.  The  Province  of  Nova  Scotia 
.sold  a $1,800,000  fifteen-year  6 per  cent, 
issue  to  a syndicate  compo.®ed  of  Kissel, 
Kinnicutl  &.  Co.,  Blair  dc  Co.,  W.  R. 
Coinpion  & Co.,  St-iry  A Braun  and  Mc- 
Lc.d,  Young  d:  Weir.  The  price  was 
106.17.3,  New  York  fund®.  Prince  Ed- 
ward Island  WB-s  the  fourth  province  to 
ilisposc  of  bonds,  (he  amount  being  $126,- 
000  ten-year  6 |ier  cents.  The  purchaser 
was  A.  E.  Ames  & Co..  Toronto,  and  the 
price  was  99.199,  or  on  a basi.®  of  6.11 
per  cent.  Prince  Edward  Island  seldom 
liiirrow-.  and  ihi-.r  wiis  keen  competition 
lor  thi-  i®®ue.  On  Nov.  1.3  tender®  will 
clo.se  for  a '>1,250,000  five-year  C per  cent. 
i».®ue  of  City  of  Montreal  bonds.  Im- 
perial Oil,  Ltd.,  i.s  issuing  142,628  .shore® 
of  uni®.®ucd  capital  ®tock  at  $90  per 
slmre,  thereby  rai.-ing  it®  capital  lo  about 
$12,780,000.  Additional  capital  i>  re- 
quired for  ext-:nsion.-  to  plant,  construe-, 
tion  of  ship®  and  oxplorutiun  work  for 
■III  well.®.  Durant  Motor.®  of  Canada, 
Ltd.,  the  company  recently  formed  by 
-American  capitalists  to  operate  a plant 
in  Toronto  with  a capital  of  $2,000,000, 
i.s  offering  $750,000  of  ®tock  foi  public 
®ubscription.  The  plant  is  expected  to 
begin  preducing  next  March. 

From  Jan.  1 to  Oct.  16  new  bond  is- 
.®ucs  in  the  liomiiiion  have  aggregated 
$280,  90,000,  of  which  $132,228,300,  or 
47  per  cent.,  were  placed  in  the  United 
States  and  $147,962,  or  53  per  cent,  in 
Canada. 


Attractive 
Incomes 

Our  November  List  offers  a wide  range  of  bonds 
and  short  term  notes  yielding  attractive  incomes 
at  present  prices. 

r/n's  Ifjl  D>///  be  seal  on  reijuesi  for  T.4-428 

The  National  City  Company 

Main  Office--Nalional  Gty  Bank  Bldg,,  New  York 
Uptown  Office— 42ad  Si.  ft  Madiwa  Ave. 

Bondi  Short  Term  Not«»  Aeceptence* 


New  York,  Monday,  November  7,  I'jii 


THE  ANNALIST 


437 


Europe's 

UKOPE  seems  to  take 

B ffl  view  of  the  business 

J i J ' p situation  and  eco- 

i B nomic  conditions  in 

9 1 J H United  States  as 

p ^ M § the  United  States 

ij B takes  of  such  things 

iillllllllllllllll]|||||||[|||||||||||||lli73  in  respect  to  Europe. 

This  head-shaking 
attitude  abroad' over  “ poor  America”  is 
particularly  marked  on  the  part  of  some 
of  the  public  men  who  have  the  jobs  over 
there  of  trying  to  straighten  out  eco- 
nomic conditions  in  their  respective  coun- 
tries. It  may  be  that,  by  accentuating 
at  this  time  the  difficulties  of  a great, 
rich,  strong  nation  like  America,  they 
hope  to  neutralize  in  the  minds  of  their 
people  any  disposition  to  blame  them  for 
unsatisfactory  conditions  in  their  own 
countries,  impoverished  or  worn  as  they 
are  by  the  war. 

It  is  also  obvious  that  this  emphasis 
in  Europe  on  America's  " deplorable  con- 
dition " is  not  all  for  home  consumption. 
What  might  be  called  “ export  pity  ” for 
distribution  in  the  United  States  lays 
stress  on  the  belief  that  America's  con- 
dition is  really  so  grave  that  there  might 
well  be  serious  consequences  to  her  un- 
les.s  steps  are  taken  to  ameliorate-  Eu- 
rope's financial  burdens  lest  a crash 
there  bring  on  a smash  here. 

From  German  sources  it  is  made  clear 
that  America  cun  save  herself  from  her 
present  unfortunate  plight  only  by  using 
her  influence  to  lighten  the  reparations 
burden.  From  allied  sources  it  is  made 
equally  clear  that  America’s  economic 
salvation  lies  only  in  leniency  in  regard 
to  the  debts  due  us.  All  this  is  presum- 
ably based  on  an  extreme  form  of  the 
theory  that  American  foreign  trade  can- 
not thrive,  and  therefore  America  can- 
not possibly  prosper,  unless  and  until  Eu- 
rope is  set  on  her  feet  again.  Ergo,  the 
ca.sier  it  is  made  for  Europe  the  better 
it  will  be  for  America. 

The  general  feeling  may  be  summed  up 
somewhat  in  the  following  sentence  ap- 
pearing in  about  this  form  or  this  sense 
in  European  financial  comment  so  fre- 
quently as  to  become  the  stereotyped  ex- 
pression of  opinion  over  there  regarding 
the  United  States : *'  The  curious  specta- 
cle which  is  presented  by  America,  the 
richest  nation  in  the  world,  yet  with  her 
finances  disorganized  and  unemployment 
greater  than  in  any  other  country,  is  a 
strange  commentary  on  economic  condi- 
tions, and  attests  the  difficulty  of  the 
problems  involved." 

In  Germany  particularly  there  is  man- 
ifested great  amazement  in  official  quar- 
ters at  America's  economic  condition. 
Thi.s  gains  added  force  there  by  misrep- 
resentation of  facts.  In  a recent  speech 
Herr  Rathenau,  the  German  Minister  of 
Reconstruction,  said:  " America  has  more 
than  6,000,000  unemployed,  and  many 
Americans  have  told  me  that  it  is  prob- 
able that  the  number  of  unemployed  in 
America  will  increase  to  8,000,000  this 
Winter."  However,  the  mask  was  re- 
cently torn  oside  from  this  official  atti- 
tude by  Hugo  Stinnes,  the  new  business 
colossus  of  Germany,  who,  while  declar- 
ing that  nothing  could  be  done  in  right- 
ing world  conditions  without  the  co-op- 
eration of  America,  had  do  crocodile 
tears  to  shed  over  this  country's  condi- 
tion. He  bluntly  said  that  “ a couple  of 
business  men  discussing  the  problem  in 
a friendly  manner  could  accomplish  more 
than  loquacious,  self-seeking  diplomats  ” 
in  restoring  sound  international  trade 
and  finance. 

The  following  extract  from  Rathenau's 
speech  makes  it  evident  that  his  ulterior 
purpose  was  to  endeavor  to  show  that, 
by  exacting  from  Germany  the  repara- 
tions agreed  upon,  the  world  would  do 
more  harm  to  itself  than  to  Germany, 
and  this  thought  was  coupled  with  the 
above  quoted  exaggerotion  regarding  un- 
employment in  the  United  States.  He 
said:  "Complete  fulfillment  of  all  the 
demands  made  upon  us  by  the  Versai1te.s 
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Treaty  and  the  ultimatum  would  injure 
the  world’s  economic  .system  to  a far 
greater  extent  than  it  would  us.” 

Rathenau  went  on  to  say  that  if  the 
data  of  unemployment  in  countries  oth- 
er than  Germany  were  added  it  would  be 
seen  that  the  number  of  men  out  of  work 
in  nations  opposed  to  Germany  was  near- 
ly a.s  large  as  the  total  number  of  com- 
batants in  the  war,  and  if  Germany  were 
forced  to  produce  goods  on  an  unprece- 
dented scale  to  pay  reparations  and  to 
throw  them  on  the  world’s  markets  un- 
employment would  be  increased;  and  the 
implication  was  that  America,  with  her 
already  great  unemployment  problem, 
would  be  the  chief  sufferer.  He  took  the 
stand  that  it  would  be  far  better  if  in 
place  of  this  impossible  system  an  inter- 
national economic  understanding  were 
brought  about,  as  recommended  by  him, 
he  said,  to  the  representatives  of  the 
American  Chamber  of  Commerce. 

TT  will  also  be  recognized,”  Rathenau 
continued,  "that  the  form  of  financing 
the  situation  in  which  such  confidence 
has  been  placed,  and  which  relates  to  the 
German  bonds.  Series  A,  B,  and  C,  will 
not  be  successful.  It  has,  indeed,  been 
decided  to  place  these  bonds  in  circula- 
tion, but  as  yet  no  financier  has  been 
found  who  would  be  prepared  to  draft 
them.  These  securites  are  not  funded. 
It  is  true  that  indebtedness  on  our  side 
exists,  but  nobobdy  knows  how  the  rev- 
enue derived  from  Germany  is  to  be  em- 
ployed to  the  best  advantage,  whether 
and  to  what  extent  it  is  to  be  used  for 
the  redemption  of  these  bonds.  In  view 
of  the  peace  conditions  an<L.of  the  ulti- 
matum, the  amount  of  employment  in 
foreign  countries  for  the  no  t few  years 
will  be  extraordinarily  small.  During 
the  last  few  weeks  I have  met  numerous 
representatives  of  England  and  Amer- 
.ica:  there  was  not  one  of  them  who  did 
not  express  to  me  his  deep  anxiety  with 
regard  to  the  ultimatum.  Not  one  single 
voice  of  actual  scientific  importance  has 
as  yet  been  raised  in  the  world  to  ap- 
prove of  an  economic  reconstruction 
based  on  the  ultimatum;  on  the  other 
hand,  numerous  voices  have  been  raised 
to  declare  that  reconstruction  on  that 
basis  is  impossible  and,  injurious." 

While  Germany  thus  has  her  repara- 
tions to  pay  the  Allies,  so  the  Allies  have 
their  debLs  to  pay  the  United  States,  and 
they  are  not  averse  to  pointing  out  how 
necessary  it  is  that  America,  for  her  own 
sake  if  not  for  theirs,  take  steps  to  make 
the  payment  of  these  debts  as  easy  as 
possible,  since  she  is  not  ready  to  cancel 
them  entirely.  Obversely,  they  are  equal- 
ly ready  with  criticism  of  anything  done 
in  the  United  States  tending  to  render 
such  payment  more  difficult  The  par- 
ticular target  in  this  connection,  of 
course,  has  been  American  tariff  policies. 

Nowhere  is  such  criticism  more  fre- 
quent than  in  England;  yet  Great  Brit- 
ain herself  has  taken  action  very  sim- 
ilar to  the  Emergency  Tariff  act  of  the 
United  Slates  in  her  own  Safeguarding 
of  Industries  act,  de.<signe<I  to  protect  her 
nationals  from  the  dumping  of  foreign 
goods  and  other  adverse  results  of  ab- 
normal post-war  conditions  in  interna- 
tional trade  and  fihance.  This  act  went 
into  force  Oct.  1.  Its  purpose  is  to  impose 
custom  duties  to  safeguard  certain  spe- 
cial industries,  called  key  industries,  and 
to  protect  industrial  employment  in  the 
United  Kingdom  against  the  effects  of 
depredated  curroncies  and  the  shipment 
of  goods  into  England  at  prices  below 
their  foreign  costs  of  production.  The 
section  dealing  with  key  industries  im- 
poses duties  of  33  1-3  per  cent,  ad  val- 
lorem  upon  such  imported  goods  as  may 
be  deemed  by  the  Board  of  Trade  as 
falling  under  the  schedule  of  the  act. 
The  lists  so  far  issued  specify  6,1)00 
items,  but  duplications  reduce  the  num- 
ber of  distinct  article.s  to  about  3,000. 


Imperial  preference  is  provided  by  this 
section  which  excepts  from  its  opera- 
tion good.s  from  within  the  British  Em- 
pire. 

The  section  having  to  do  with  the  pre- 
vention of  dumping  provides  that  if  it 
appears  that  imported  manufactured 
goods  of  any  class  or  de.scription,  with 
the  exception  of  articles  of  food  or  drink, 
are  being  sold  in  the  United  Kingdom  be- 
low the  cost  of  production  in  the  country 
of  their  origin  or  at  prices  which,  on  ac- 
count of  depreciated  exchange,  are  below 
the  level  at  which  similar  goods  could 
be  profitably  manufactured  in  England, 
with  the  rc.sult  that  employment  in  any 
industry  in  the  United  Kingdom  is  af- 
fected or  threatened  to  be,  a duty  of 
one-third  the  value  of  the  goods  involved 
may  be  imposed  in  addition  to  any  other 
duties  chargeable  upon  them.  It  is  pro- 
vided that  this  section  of  the  act  shall 
not  apply  in  respect  to  any  nation  with 
which  England  has  treaties  containing 
favored-nation  clauses. 

In  England  this  act  has  been  bitterly 
assailed  as  constituting  a divagation 
from  England's  free  trade  policy,  and  as 
being  particularly  pernicious  at  this  time 
when  the  free  movement  of  commerce  is 
essential  to  the  readjustment  of  world 
trade  and  finance.  This  act  of  England’s 
however,  is  only  typical  of  the  tariff 
tendencies  of  the  time,  and  such  legisla- 
tion has  erected  tariff  barriers  in  all 
directions  throughout  Europe,  hampering 
the  free  movement  of  business.  The  an- 
ecdote is  told  of  a hotel  keeper  whose 
hostelry  was  cut  in  half  by  a new  na- 
tional boundary  which  ran  between  his 
kitchen  and  his  dining  room.  To  serve 
food  to  his  guests  he  had  to  pay  duty 
on  it  at  the  door  of  the  dining  room. 
The  movement  of  the  dishes  in  and  out 
was  accompanied  by  a complication  of 
bonding  and  draw-back  formalities,  as 
they  entered  the  dining  room  as  imports 
and  emerged  on  the  way  to  the  dish- 
washers as  re-exports.  All  in  all,  the 
serving  of  a meal  was  accompanied  by 
more  legalities  than  the  entry  of  a trans- 
atlantic liner  into  tariff-bound  America. 
IiyHILE  these  things  are  going  on 
’’  abroad  no  end  of  instances  might  be 
cited  of  criticism  and  alarm  over  Amer- 
ica’s condition  and  economic  conduct 
from  sources  in  Euiope  peculiarly  open 
to  similar  comment.  These  various  in- 
consistencies, manifest  insincerities  and 
obvious  outputs  of  economic  propaganda 
for  self-serving  national  ends,  among 
which  the  aforementioned  pity  of  Amer- 
ica’s economic  condition  and  ignorance 
is  prominent,  constitute  a characteristic 
phase  of  present-day  international  rela- 
tions that  many  are  inclined  to  resent. 
But  there  is  more  to  be  amused  at  than 
to  be  angry  about. 

As  a matter  of  fact,  nations  are  a good 
deal  like  people — they  are  great  bargain- 
ers and  hagglers,  especially  when  there 
aro  obligations  to  meet  and  they  see  an 
opportunity  .to  worm  out  of  them.  The 
greater  the  obligation,  the  greater  the 
haggling.  Never  before  did  so  many  na- 
tions find  themselves  so  heavily  burdened 
with  so  many  unwelcome  obligations. 
Never  before  was  the  necessity  so  press- 
ing to  ameliorate  as  much  as  possible 
these  obligations.  No  politican  could 
live  who  was  not  using  every  means  at 
his  command  to  lighten  the  burden  of 
those  liabilities  upon  his  people.  There- 
fore, never  before  did  haggling  and  bar- 
gaining play  .so  prominent  a part  in  in- 
ternational relations  as  at  present.  In- 
ternational wits  have  been  sharpened, 
and  the  ingenuity  of  excuses  and  econom- 
ic arguments  prevalent  today,  with  their 
adaptability  to  either  side  of  a (|uestion 
according  as  the  particular  issue  ho.s  to 
do  on  the  one  hand  with  a nation’s  ob- 
ligations. or  on  the  other  hand  with  its 
rights  and  claims,  has  never  been  .sur- 


How  economic  arguments  may  be  made 
to  suit  the  case  in  point  is  illustrated 
by  the  question  of  foreign  exchange.  Eu- 
rope generally  agrees,  for  instance,  that 
one  of  the  greatest  economic  handicaps 
resting  upon  her  at  present  are  the  ad- 
vcr.se  exchange  rates  in  respect  to  Amer- 
ica. But  in  the  same  breath  may  be 
heard  the  argument  that,  of  course,  in 
the  case  of  Germany  her  excessively  ad- 
verse exchange  rates  arc  making  her 
rich  at  the  expense  of  the  other  Euro- 
pean nations.  In  other  words,  Europe  is 
hurt  by  adverse  exchange  with  America, 
but  Germany  Ls  helped  by  the  .same  situa- 
tion in  respect  to  the  rest  of  Europe. 
Thus  is  illustrated  in  large  terms  the  old 
adage  that  it  is  a poor  rule  that  won’t 
work  both  ways, 

America  is  habitually  accused  by  Euro- 
pean financial  writers  of  being  intense- 
ly ignorant  economically.  It  is  safe  to 
say,  however,  that  probably  no  nation 
ever  had  so  many  willing  teachers  in 
the  mysteries  of  economics  as  she  now 
ha.'i  among  the  statesmen  and  financial 
sages  of  the  Old  World.  With  the  mul- 
tiplicity of  counsel  thus  presented  it  is 
no  great  wonder  that  considerable  con- 
fusion exists  in  the  minds  of  the  plain 
people  in  America  as  to  just  what  they 
ought  to  do.  for  it  is  a fact  that  a large 
amount  of  the  international  pseudo-eco- 
nomics of  the  day  is  filtering  through  to 
the  minds  of  the  people  here,  and  influ- 
encing them  in  their  shopping  in  odd  and 
interesting  ways.  As  an  instance,  a very 
earnest  lady  was  buying  a pair  of  scis- 
sors in  a department  store  recently.  She 
priced  one  pair  and  wa.<:  told  that  they 
were  $2.25.  She  was  going  to  take  them 
until  the  clerk  called  her  attention  to 
another  pair  which,  to  her  eyes,  seemed 
much  better,  and  she  wa.s  informed  she 
could  have  those  for  75  cents.  Of  course 
her  reaction  at  once  was  to  take  the 
seventy-five-cent  pair  the  clerk  showed 
her  and  she  did  so.  But  as  she  was  going 
out  she  became  curious,  and  went  back 
and  asked  the  clerk  how  it  was  possible. 
His  reply  was  that  they  were  German 
scissors. 

Now,  she  had  heard  that  Germany  was 
able  to  flood  this  country  with  goods 
more  cheaply  than  they  could  be  pro- 
duced and  sold  here,  because  of  lower 
production  costs  in  Germany  and  depre- 
ciated marks,  and  that  with  the  dollar 
credits  resulting  from  exports  to  this 
country  Germany  was  able,  in  part,  to 
pay  off  her  reparation  charges.  The  good 
lady  at  once  was  up  in  arms,  and  de- 
clared that  she  for  one  was  not  going 
to  help  Germany  pay  off  her  just  war 
penalties.  She  therefore  refused  to  take 
the  seventy-five-cent  scissors,  and  went 
forth  again  with  the  domestic  scissors, 
for  which  she  paid  $2.25,  and  with  a 
righteous  feeling  that  .she  had  done  her 
economic  duty  by  the  world  in  making 
it  hard  for  Germany  to  work  itself  out 
of  its  difficulties. 
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The  Balance  Between  Agriculture  and  Industry 

A 


JGRICULTURE  and 
I industrial  produc- 
J tion  are  nmtuallF 
a dependent  upon 
1 each  other.  This 
I fact  is  so  well  rcc- 
I ojrnized  i n most 
I quarters  that  it  can 
I almost  be  called  an 
axiom.  The  deftrec 
of  the  interdependence  of  the  pro.sperity 
of  these  great  factors  in  the  world’s  eco- 
nomic life  is  not  so  well  recognised,  how- 
ever, and,  in  spite  of  many  wordy  ar- 
guments, we  are  far  from  an  under- 
standing of  what  constitutes  a safe  bal- 
ance between  either  the  present  or  po- 
tential productivity  of  these  two  .sources 
of  our  materia]  well-being. 

What  was  doubtless  the  greatest  eco- 
nomic depression  of  this  la-st  century  oc- 
curred in  the  early  "90s.  In  those  years 
the  products  of  the  farms  were  hardly 
worth  the  cost  of  marketing,  and  coun- 
tr>'  and  city  people  alike  were  in  des- 
perate straits.  A brief  consideration  of 
the  economic  history  of  the  immediately 
proceeding  decades  sheds  much  light  on 
the  cause.  It  is  safe  to  say  that  never 
in  the  history  of  the  world  had  there 
been  such  a rapid  development  of  agri- 
cultural po.'^sibilities.  In  the  years  be- 
tween the  Civil  War  and  that  depre.s.sion 
the  great  American  West,  Argentina, 
Australia  and  New  Zealand  had  become 
active  producers  of  food  products.  The 
greatest  single  cause  was  the  enormous 
development  of  transportation  facilities 
by  land  and  by  sea,  the  crowning  touch 
in  the  technique  of  the  carriage  of  food 
being  added  in  the  ’ROs  by  the  succe.ssful 
application  of  refrigeration  to  the  tran.— 
portaiion  of  fresh  meats,  even  acro.ss  the 
equator,  while  Britain's  imports  of  wheat 
doubled  and  the  price  was  cut  into  less 
than  half  in  twenty  years.  By  the  '!)0s 
the  grain  fields  and  stock  ranges  of  the 
richest  portions  of  the  uttermost  parts 
of  the  earth  were  made  available  for  the 
indostrial  consumers  of  Western  Europe. 
Industrial  production  had  been  expand- 
ing rapidly,  but  its  fastest  strides  failed 
to  keep  pace  with  the  increasing  avail> 
ability  of  the  products  of  the  soil.  The 
resulting  maladjustment  produced  an 
economic  depression  of  long  duration. 

A -study  of  the  relative  developments 
of  industry*  and  agriculture  from  the 
time  of  that  depression  to  the  outbreak 
of  the  great  war  shows  a great  expan- 
.<tion  of  industry,  and  such  a slackening 
up  in  the  expansion  of  agriculture  that 
many  leaders  of  thought  have  become  ex- 
tremely pe.-isimistic  a.s  to  the  future  of 
the  race.  It  wa.«  freely  predicted  that  a 
world-wide  food  shortage  would  soon 
check  industrial  and  racial  exparusion.  In 
two  decades  the  prices  of  raw  agricul- 
tural products  in  the  British  and  Amer- 
ican markets  rose  twice  as  rapidly  as 
did  the  general  level  of  wholesale  prices. 

Such  a phenomenon  viewed  alone  was 
alarming.  The  light  of  the  movement.^ 
of  a century  shows  cause  for  recon.sidera- 
tion  of  the  question,  and  gives  ground 
for  the  sti-ong  probability  that  the  move- 
ment of  the  two  decades  before  the  great 
war  wes  not  a violent  rush  away  from 
the  normal  relative  development  of  agri- 
culture and  indu.stry,  but  merely  a re- 
action from  the  very  abnormal  relations 
of  the  '90s,  when  our  economic  life  had 
stagnated  from  the  results  of  the  ab- 
normal expan.sion  of  agriculture.  In  the 
whole  century  from  the  price  peak  of 
the  Napoleonic  war  to  that  of  the  great 
war  food  prices  and  general  commodity 
pnees  moved  by  and  large  downward 
over  peaks  and  depre.^ions  at  about  the 
same,  rate,  and  at  the  end  of  the  period 
supply  and  demand  as  evidenced  in  price 
showed  that  the  relative  development  of 
we  one  had  kept  fairly  good  pace  with 
that  of  the  other.  Line.s  fitted  to  the 
curves  of  food  prices  and  general  prices 
ahow  practically  the  same  slow  down- 
ward  slope  covering  the  complete  cen- 
tu^.  The  shortening  of  food  supplies 
and  increase  of  agricultural  prices  after 
183€  was  not  so  much  the  departure  from 
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TABLE  I. 

Wheat  Comparisons 

{Figures  in  thousands  of  bualielsl 


Importing  Countr>’ 


Britain 

Gcrman>' 

Italy 

Austria 

Belgium 

Holland 

Switzerland 

Egypt 

Sweden 

Denmark 

Spain 

South  Africa 
Japan 
Norway 
Tunis 


Total 
Ex  gap 


Pre-War  Average 


69.519 

162,103 

1R3.332 

60.9S9 

16,063 

317,433 

4,776 


6,511 

130,427 

6.245 

24,248 


63,2. V 
61,43f 
49.231 
43,720 
22,044 
16,900 
7.716 
6,980 

6.245 

6.245 

6.246 
4,041 
3,674 


276.660 

220,440 

236.605 

112,424 

64JJ96 

361,164 

26,620 

20,207 

41.883 

16,063 

11,766 

136.672 

12,491 

28,289 

4.041 

6,980 

.674,670 


War  Average 


70.641 

167,902 


4.409 

34,168 

8.818 

6,24( 

137,040 

8,081 

27,92: 

36'. 

6,980 

691.813 


191,789 

74,206 


12,869 

73E 

6,878 


296,022 

22,779 

17,268 

34,903 

14,696 

8,450 

146,490 

11,389 

27,922 

6,246 

6,613 


,096,219 


1920-21 


7,948 

230.404 

6.677 

3.686 

27.246 

11,123 

6.944 

138,606 

6,630 

28,065 

1,035 

4.766 


Exporting  Countr>' 


Unit^  States 

Carada 

Argentine 

Rumania 

Australia 

India 

Hungary 

Bulgaria 

Chile 
Uruguay 
New  Zraland 


Total 

Total  ex  gaps 


Grandtotal  . 
Grand  total  e 


814,893 

676.870 

I96,92t 

146,960 

87,805 

S0.380 

361,602 

169,739 

41,884 

34,903 

21.305 

6.613 

6,891 


3,668.690 

.349.091 


164,225 

106,913 

94,785 

83,031 

53,64f 

53,273 

49,69f 

40,781 

11.02f 


650.665 

679.757 

102,13'. 

63,925 

34.165 

37,107 

302,0(3 

128.957 

30,861 

29,761 

20,207 

5,878 


,992,041 

1,141,511 


3,666,711 

1,247,(89 


‘Czechoslovakia.  f Jugoslavia. 


222,241 

254.608 

160,554 


219,338 

167,247 

94.054 


602,903 

97.361 

66,499 


787,128 

263.189 
214,140 

41,816 

46,801 

376,884 

•24,453 

164,712 

41.189 
13,902 
21.845 

5,416 

4,100 


2.665.763 

264.457 


a.s  the  return  to  the  normal.  The  daU 
available  on  the  increa.sed  per  capita 
con.somption  of  meat  in  Germariy  in  the 
century  shed.s  a mo.st  illuminating  light 
upon  the  question:  In  1816  the  average 
(Jerman  ate  13.6  kilos  of  meat,  in  1840 
21.6  kilos,  in  188-3  29.3  kilo.s  and  in  1907 
•46.2  kilos.  The  great  industrial  devel- 
opment of  the  last  century  has  certainly 
not  left  the  individual  mouth.*  more  hun- 
gry, and  agriculture  was  supplying 
man’s  necessities  as  well  in  1914  as  it 
had  at  any  time  but  for  unusual  and  tem- 
porary conditions. 

Since  the  great  war  disturbed  economic 
condition.^  in  the  world  many  changes 
have  come  in  both  pnce.s  and  output  of 
our  agriculture  and  industry.  The  vio- 
lent upheaval  in  prices  affected  agricul- 
tural and  industrial  product,-,  alike  until 
the  post-war  boom  of  1919  failed  to  car- 
ry farm  products  to  such  relatively  high 
pn«  leveLs  as  the  product*  of  the  fac- 
tories, and  the  recent  depre.<uion  ha.s  sent 
them  to  much  lower  price  levels  than 


those  of  industrial  commoditic.*.  Per- 
haps the  first  .severance  of  the  price 
paths  of  these  two  great  classes  of 
products  was  the  index  of  the  underlying 
unsoundne.«.s  which  is  now  costing  us 
•such  hard.*hip.s.  A decline  in  the  pro- 
ductive capacity  of  industry  would  pro- 
duce  such  conditions  and  would  be  a 
counterpait  to  the  relative  overdevelop- 
ment of  agriculture  which  culminated  in 
the  hardships  of  the  '90s. 

It  i.s  very  evident  that  the  tremendous 
decline  in  agricultural  value.*  has  had 
a .staggering  effect  upon  industry,  for 
s-uch  a violent  fall  in  the  price  of  the 
commodities  for  *ale  by  the  whole  ag- 
ricultural population  of  the  earth  ha* 
destroyed  the  purchasing  power  of  in- 
duatiy's  best  customer.  Was  this  fall 
in  price  the  cau.se  or  effect?  We  hope  to 
make  It  clear  that  it  was  mainly  an  ef- 
fect, and  that  its  casual  propensities 
were  secondary— although  powerful. 

The  failure  of  agricultural  price.*  tc 
keep  pace  with  those  of  factory  prod 


TABLE  II. 

World  Sugar  Production 

(In  thousands  of  tons) 

‘S' 

rr 

X” 

'SS 

8,441,092 

Care 9,971,231 

Total  18,412,323 

6,019,662 

13,467,734 

19,477,196 

6.366.338 

14,656,648 

19,011,886 

4,390,110 

12.228,167 

16,618,267 

4,016,402 

13,838,934 

17,866,336 

6.628,000 

12.700.000 

19.228.000 

ucts  in  1919  has  already  been  noted.  This 
.separation  of  tlieir  respective  path.*  took 
place  nearly  a year  before  either  ceased 
to  advance.  During  all  that  lime  ugri- 
cultura  wa.s  sufficiently  prosperous  to 
be  an  excellent  customer,  but  the  evi- 
dence was  prc.'.cnt  of  a di.slurbnncc  in 
their  relations.  It  niatteis  not  whether 
wool  or  steel  led  the  way  on  the  actual 
decline;  a disturbance  of  relation  was 
evident  that  betokened  trouble. 

JT  is  impos-sible  to  find  data  that  would 
give  us  a current  index  number  of 
industrial  production  for  the  world. 
Our  production  stati.stic.s  for  agriculture 
are  much  more  complete  than  they  nro 
for  industrial  output.  However,  the  rel- 
ative shortage  of  industrial  products  in* 
1919  show  by  the  disparity  of  price.* 
is  also  apparent  from  the  comparaltve 
crippling  of  the  economic  life  of  Western 
Europe,  which  is  the  world’s  greatest  in- 
dustrial centre.  It  is  a matter  of  gen- 
eral knowledge  that  the  agricultural  pro- 
duction of  the  world  did  not  fall  off  pur- 
ticuhu-ly  at  the  end  of  the  war.  It  i.s 
also  a matter  of  general  knowledge  that 
the  industrial  machine,  as  though  weary 
from  it-s  war  efforts,  become  unproduc- 
tive, and  strikes,  riot.*  and  revolution.* 
undermined  the  output  of  the  factorio.*. 
Industry  had  not  the  wherewithal  to 
trade  on  a basis  of  equality  with  agri- 
culture. It  is  true  that  agricultural  Rus- 
sia wa.*  worse  afflicted  than  industrial 
We.slern  Europe,  but  her  weight  in  tlie 
Konomic  scale  was  insufficient  to  turn 
the  balance. 

In  the  war  the  factories  had  been  op- 
erating at  the  greatest  capacity  which 
the  nations  could  effect.  Their  output 
however,  was  mainly  not  that  with  which 
industi-y  could  barter  with  agriculture. 
Their  output  wa.s  for  war,  and  the  trad- 
ing of  the  agricultural  nations  with  the 
indu.strial  nations  wa.s  for  credit  and  no! 
for  commodities.  Wo  never  arrived  nl 
the  point  where  the  fighting  nations 
really  pooled  more  than  their  fic.sh  and 
blow!.  Their  wealth  was  loaned  to  each 
other  on  the  freest  possible  credit,  and 
on  this  basis  the  agricultural  countries 
sold  to  the  industrial.  Could  industrial 
Europe  have  .swung  immediately  into  the 
production  of  the  wares  of  peace  much 
trouble  would  have  been  averted.  This 
was  impossible,  due  to  many  economic 
and  social  reasons.  To  aggravate  the  se- 
rious situation  much  of  Europe's  indus- 
trial plant  was  destroyed  by  the  war. 

That  agriculture  has  maintained  it.- 
output  marvelously  throughout  the  war 
and  the  succeeding  year.s  in  spite  of  the 
Russian  debacle  is  abundantly  c.stablished 
by  the  available  data.  Food  supplie.*  were 
short  enough  in  the  last  day.*  of  the  war, 
but  that  was  largely  owing  to  transpor- 
tation difficulties  and  destruction.  Food 
was  .spoiling  in  the  Southern  Hemisphere. 
Since  the  armistice  the  recovery  of  ag- 
ricultural production  in  the  stricken 
areas  has  been  remarkable.  A.s  an  Eng- 
lish wriler  say.s  about  France:  "In  the 
rural  districts  the  farmers  are  doing 
wonders,  it  is  said,  but  in  the  municipnli- 
tie.*  the  people  confine  their  efforts  to 
talking  about  reparations."  Recent  crop 
reports  c.stimnte  a wheat  production  this 
yenr  for  France  of  some  322,009,000 
bushels  a.s  compared  with  a 317,433,000 
average  before  the  war  and  214,194,0110 
during  the  war.  Statistical  data  on  the 
production  of  agriculture  throughout  the 
world  are  fairly  roadily  available,  thanks 
mainly  to  the  International  institute  of 
Agriculture.  If  we  take  a brief  .survey 
of  the  more  important  data  on  wheat, 
meat-producing  animals,  .sugar,  cotton 
and  wool  we  shall  have  an  excellent  in- 
dex of  the  extent  to  which  agriculture 
ha.s  been  maintained  during  and  since  the 

The.se  figures  in  Table  I.  show  many 
interesting  facta.  It  is  impossible  to  car- 
ry complete  comparisons  through  the 
seric.s  of  years,  owing  now  mainly  to  the 
changes  in  boundaries  of  the  European 
nations  and  certain  gaps  in  the  statis- 
tics. It  mu.st  also  bo  noted  that  only  the 
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chief  importing  and  exporting  countrie;^ 
arc  .shown,  which  accounts  for  the  major 
discrepancies  between  import  and  export 
figures.  To  allow  of  a reasonable  com- 
parison between  the  various  periods 
totals,  excluding  gaps,  are  shown  in  each 
case  for  the  list  of  countries  whose  data 
are  shown  even  during  the  we.r.  It  will 
bo  noticed  that  last  year  the  yield  of  the 
importing  countries,  excluding  Austria, 
was  only  750,179,000  bushels  as  compared 
with  an  average  total  of  1,011,812 
bushels  for  all  countries,  including  Aus- 
tria, which  had  an  averafe  of  61,000,000 
bushels  before  the  war.  However,  the 
shortage  largely  occurred  in  countries 
unable  to  buy.  Excluding  those  countries 
.shut  out  from  commerce  during  the  war, 
.in  each  case  we  would  have  an  average 
“Production  of  783,658,000  bushels  before 
the  war,  691,813,000  bushels  during  the 
war,  and  663,307 .OOlTlast  year.  On  the 
side  of  the  exporting  countries  the  mo.st 
striking  single  factor  is  the  toss  of  Rus- 
sia ns  an  exporter  of  aboutone-quarter  of 
the  world’s  international  trade  in  wheat. 
Despite  this  fact  the  dwindling  list  of 
countricsexporting  during  the  war  main- 
tained a larger  proportion  of  the  pre- 
war exports  than  the  import  proportion 
maintained  by  the  chief  purchasers;  in 
short,  the  supply  kept  up  better  than 
effective  demand.  Rus.sia’s  failure  has 

BROOMHALL'S  estimates  of  this 
year's  .surplu.s  and  requirements 
(published  Sept.  17,  1921'  .show  a surplus 
for  world  trade  from  current  crop  in  all 
exporting  countries  of  672,000,000  bush- 
els a.s  coinpai«l  with  the  figui-es  shown 
in  the  table  for  previou.s  years.  Against 
this  is  offset  an  import  rc.uirement  for 
Europe  of  .520,000,000  biLshel.s,  an  extra 
amount  for  Russian  relief  of  -10,000,000 
bushcl.s  and  56,030,000  bushels  for  other 
countiies,  making  a total  import  require- 
ment of  616,000,000  bushels,  against  a 
world  surplus  of  672,000,000.  A later  I'e- 
port  from  India  intimates  that  the  Gov- 
ernment has  decid^  that,  for  the  pres- 
ent at  leu.st,  it  will  be  ncce.>sai7  lo  pro- 
hibit all  export  from  that  country.  Thi.s 
had  been  estimated  at  15,000,000  bush- 
els. It  will  be  noted  that,  even  though 
the  import  requircmcnt.s  thi.s  year  are 
unusually  large  as  compared  with  earlier 
years,  the  producing  countries  promise 
to  be  more  than  able  to  meet  the  de- 
mands. 

The  situation  in  meat-producing  ani- 
mals IS  not  in  great  contrast  to  that  in 
the  ca.se  of  wheat.  The  world  is  amaz- 
ingly better  .supplied  than  would  have 
been  suppo.sed  po.«.sibIe  in  the  last  year 
of  the  war.  Here  the  influence  of  Rus- 
sia is  hardly  felt,  for,  while  her  animal 
population  is  normally  large,  .she  takc.s 
but  a comparatively  limited  part  in  the 
international  trade  in  meats.  Her  ex- 
port.s,  mainly  to  Germany,  con  hardly  be 
replaced  from  other  .source.s  in  the  lat- 
ter country’s  present  condition.  She  will 
be  a potential  importer  on  a small  scale 
of  American  bacon.  The  chief  decrca.ses 
in  animal  population  have  taken  place  in 
Germany  and  other  Central  European 
countries  which  will  feel  the  pinch'  of 
shortened  supplies,  but  are  not  yet  in 
n position  lo  purchase  from  the  outside 
world  in  .sufficient  quantities  to  make 
good  dome.stic  deficiencies. 

In  spite  of  a decline  in  the  cattle  of 
Germany  of  4,000,000  head  since  before 
the  war  and  in  Prance  of  2,400,000  head, 
The  cattle  population  of  the  chief  nations 
has  increased  by  8,008,206  head  as  shown 
by  recent  .statistic.s.  There  has  been  a 
decline  of  9,0-17,022  head  in  the  import- 
ing countries.  Some  of  these,  more  for- 
tunate than  Germany,  can  approximate 
their  old  rate  of  consumption  by  impor- 
tation, but  even  the  presence  of  the  in- 
crease of  17,055,228  cattle  in  exporting 
countric.-i  cannot  be  expected  fully  to  re- 
store Europe’s  wonted  consumption  of 
beef. 

In  the  case  of  sheep,  the  chief  import- 
ing countries  have  lost  11,000,000  head, 
while  the  chief  exporting  countries  have 
little  more  than  held  their  own,  and  we 
have  a world  shortage  of  about  11,000,- 
000  sheep.  Thi.s  is  not  centred  in  Ger- 
many, which  has  inerea-ved  her  sheep, 
but  in  Great  Britain,  which  can,  to  a 


larger  degree,  import  lo  make  good  her 
own  shortage. 

Swine  have  also  decreased  by  more 
than  11,000,000  head  in  all  the  important 
countries.  The  decrease  in  German  swine 
totals  to  about  the  same  figure  as  this 
world  decline,  and  thero  seems  little  like- 
lihood of  her  making  good  any  large  pro- 
portion of  this  lack  of  supplies  from  the 
outside  world,  which  maintains  its  pre- 
war average  .swine  population. 

A GENERAL  summary  for  the  leading 
countries  shows  an  increase  of  8,008,- 
206  cattle,  against  a decrease  of  11,367,- 
259  swine  and  11,120,200  .sheep.  Even 
setting  aside  the  fact  that  Germany  is 
the  country  dragging  down  the  totals 
of  cattle  and  swine,  and  passing  by  the 
dairy  products  of  the  cattle,  the  larger 
cai'casse.s  of  the  cattle  more  than  off.set 
the  greater  number  of  the  change  in  oth- 
er animals  and  the  greater  rapidity  of 
their  preparation  for  market.  It  is  a 
most  conservative  .statement  to  say  that 
the  commercial  meat  productivity  of  the 
world  Ls  greater,  a.s  shown  by  the  latest 
population  figures,  than  it  was  before 
the  war.  We  also  have  a more  highly  de- 
vetepod  vegetable  oil  industry  today  than 
before  the  war;  .so  much  more  highly 
developed  that  lard,  for  which  it  is  large- 
ly .substituted,  has  experienced  a violent 
decline  in  price,  and  lean  animals  rather 
than  fat  are  in  demand. 

The  other  greatest  food  staple  of  world 
trade  is  sugar.  The  accompanying  Table 
II.  is  compiled  from  the  United  States 
Yearbook  of  Agriculture,  using  the  lat- 
est estimates  of  the  rate  of  increased 
production  for  the  current  year. 

This  production  of  beet  sugar  was  for- 
merly centralized  in  those  portions  of 
Europe  either  in  the  territory  of  the 
Centra!  Powers  or  the  fields  overrun  by 
their  armic-s.  In  1909-14  (termany,  Aus- 
tria-Hungary and  Belgium  produced 
3,083.142  of  the  tonnage  given  above, 
while  Rus-sia  supplied  1,726,231  more.  In 
view  of  the  fact  that  these  countries  os  a 
whole  will  not  likely  this  year  restore 
Iheir  pre-war  consumption,  it  is  very 
evident  that  the  effective  demands  of 
the  international  trade  in  .sugar  will  be 
more  fully  met  this  year  than  at  any 
recent  previous  time,  such  has  been  the 
great  increase  in  the  production  of  canc 

The  situation  regarding  the  produc- 
tion of  textile  raw  materials  is  hardly 
the  same  as  for  foods.  The  actual  pro- 
duction of  wool  depends  upon  the  world’s 
sheep,  which  we  have  seen  decreased  by 
about  1>, 000,000  head.  The  cotton  pro- 


duction was  fairly  well  maintained  until 
this  year,  America’s  decrease  being 
largely  offset  by  India’s  increase.  How- 
ever, the  shortage  in  this  current  crop 
in  the  United  State.s  is  too  great  to  be 
offset  by  other  countries,  and  in  point  of 
actual  production  the  cotton  supplies 
have  fallen  off.  Such  a development, 
however,  ha.s  followed  rather  than  in- 
troduced the  depression. 

The  woolen  markets  have  lately  been 
stagnated  by  the  enormous  carry-overs 
from  the  previous  years,  and  the  world’s 
carry-over  of  cotton  at  the  middle  of  thi.s 
last  Summer  wa.s  fully  half  a normal 
pre-war  year’s  production.  The  Amer- 
ican carry-over  is  sufficient  to  make 
good  her  decreased  pi-oduction  for  this 
year.  As  the  committee  of  the  Cham- 
ber of  Commerce  of  the  United  States 
says:  “ During  the  five  fiscal  years  19  0 
to  1914,  inclusive,  our  export  of  cotton 
averaged  8340,000  bales.  In  the  year 
ended  June  30.  1920,  there  were  7370,000 
bales,  while  in  the  year  ended  June  30, 
1921,  there  were  but  5,623,000  bales,  due 
to  an  accumulation  of  high-priced  cotton 
in  Europe  and  to  a lack  of  buying  pow- 
er.” Evidently  the  decrease  in  the  world's 
production  of  textile  raw  materials  is 
not  at  all  greater  than  the  decrease  in 
the  demand  for  these  same  products. 

JT  is  very  evident  that  agricultural  pro- 
duedon  has  been  abundantly  main- 
tained since  the  armistice.  Some  parts 
of  the  earth  have  been  reduced  to  fam- 
ine by  reason  of  the  aftermath  of  the 
war  and  by  the  great  drought.  These  re- 
gions, however,  are  sections  relatively 
cut  off  from  international  trade  today. 
They  are  more  effectually  cut  off  in  pro- 
portion to  their  lack  of  domestic  food 
supplies.  Considerable  food  will  be  di- 
verted to  the.se  regions,  but  not  at  all 
in  proportion  to  their  deficiencies  as  com- 
paied  with  normal  consumption.  The 
food  pro<fuction  of  this  year  and  last 
which  i.s  subject  to  the  forces  of  inter- 
national trade  is  not  less  but  more  than 
normal;  in  the  ca.se  of  grmn  it  is  fully 
equal  to  normal  demands;  in  the  case  of 
animal  products  considerably  in  e.xcess, 
and  in  the  case  of  sugar  very  decidedly 
in  excess  of  the  normal  demands  of  the 
nations  of  the  earth  retaining  any  pre- 
ten.se  of  ability  to  purchase.  Textile  raw 
material  production  bos  not  been  main- 
tained at  normal  levels,  but  the  decline 
in  these  supplies  has  not,  at  least  until 
the  very  recent  partial  cotton  crop  fail- 
ure, kept  poce  with,  let  alone  influenced, 
the  decline  in  the  demand  for  these  raw 
materials. 


Agricultural  production  having  been 
amply  maintained,  what  has  been  the  sit- 
uation in  industry?  What  are  the  out- 
standing facts  in  the  industrial  world 
that  caused  the  failure  of  the  price 
curves  of  the  two  cla.sses  of  products  to 
keep  pace  ever  since  the  early  part  of 
1919,  and  that  finally  destroyed  the  mar- 
ket for  agricultural  goods? 

As  a committee  of  the  Chamber  of 
Commerce  of  the  United  States  has  re- 
cently remarked;  " Before  the  war  Euro- 
pean countries  transacted  about  two- 
thirds  of  the  total  international  busi- 
ness. They  purchased  moie  than  half  of 
the  expoi-ts  of  the  United  States.”  A 
section  of  Europe,  including  England, 
Northwestern  Germany,  Holland,  Bel- 
gium and  Northeastern  France,  was  pre- 
eminently industrial  and  commerciaL  We 
need  hardly  turn  to  statislies  to  see  what 
has  happened  to  the  productivity  of  that 
area  since  19.4,  and  what  changes  have 
come  about  in  its  trading  possibilities 
with  the  agricultural  world.  As  this  com- 
mittee pessimistically  states: 

” There  is  evidence  on  every  band  that 
the  world  is  now  operating  on  the  basis 
of  less  than  half  of  the  pre-war  stand- 
ard, although  a few  industries  are  en- 
joying full  or  nearly  full  activity  in  some 
countrifci.  There  are  no  dependable  fig- 
ures to  measure  the  great  decline  in  con- 
sumption, but  European  econon>ists, 
who.se  opinions  are  highly  regarded,  de- 
clare that  the  consumption  of  300,000,000 
people  has  been  reduced  on  the  average 
to  almost  30  per  cent  of  what  it  was 
previous  to  the  war.” 

One  excellent  index  of  industrial  ac- 
tivity is  the  production  of  bituminous 
coal,  which  is  the  source  of  most  me-' 
chanical  power.  Britain’s  annual  coal 
production  fell  from  a pre-war  average 
of  287,000,000  tons  to  248,000,000  in  19i7, 
228,000,000  in  1918,  230,000,000  in  1919 
and  229,000,000  tons  in  1920.  Her  total 
pi-oduction  of  coal  the  first  seven  months 
of  this  year  was  only  72,947,900  tons,  as 
compared  with  142,408,900  tons  for  the 
corresponding  period  of  1920.  Her  pro- 
duction of  pig  iron  fell  from  10360,000 
tons  in  1913  to  9,086,000  tons  in  1918,  in 
spite  of  war  pressure,  and  to  7393,000 
tons  in  1919.  Her  decline  in  textile  out- 
put is  shown  by  accompanying  Table 
III. 

The  comparison  between  the  annual 
changes  in  quantities  and  values  shows 
the  impos.<ibiiity  of  laying  any  emphasis 
upon  the  figures  for  general  exports, 
which  can  only  be  expressed  in  terms  of 
a rapidly  changing  standard  of  value. 

Belgium’s  great  industrial  production 
was  practically  obliterated  during  the 
war  so  far  as  international  trade  is  con- 
cerned. Her  pig  iron  production  was 

2.428.000  tons  in  1913,  8,000  tons  in  1917 
and  774,000  tons  in  1920.  By  the  Au- 
tumn of  1920,  however,  she  was  produc- 
ing 51  per  cent,  of  her  pre-war  output  of 
pig  iron,  64  per  cent,  of  finished  iron,  54 
per  cent  of  steel  ingots  and  62  per  cent 
of  finished  steel. 

France’s  industrial  regions  were  large- 
ly overrun.  Her  pig  iron  output  fell  from 

5.126.000  tons  in  1912  to  1386,000  tons 
in  1918,  but  increased  lo  2,374,000  tons 
(including  Alsace-Lorraine)  in  1919, 
while  output  in  1920  was  42.3  per 
cent  aEbve  that  figure.  The. terrible  dev- 
astation of  her  industries  and  their  re- 
markable recovery  is  illustrated  by  the 
accompanying  Table  IV. 

The  changes  in  the  French  coal  pro- 
duction arc  shown  in  the  following  table: 
Tons.  I Tons. 

1913  40344318  I 1917 28391.723 

1914  ...26,668358  1918 25,000,000 

1915  19323,883  1919 22,476,766 

1916  21,310,000  j 1920 25374,304 

The  estimates  for  1921  were  27,000,- 

000  tons. 

Germany’s  decline  in  industrial  ac- 
tivity is  shown  by  her  decline  in  pig  iron 
production.  In  1913  her  output  was  19,- 
000,000  tons,  but  by  1919  it  had  fallen  to 
6.’  92.000  ton.s.  Her  bituminou.s  oal  pro- 
duction (using  the  same  geographical 
area  in  each  case)  for  the  Grst  four 
months  of  1921  was  44,462370  tons,  as 
compared  with  40,714,703  ton.”  for  a sim- 
ilar period  in  1920,  and  67382372  tons 
CooUnued  on  P'oUowlnx  r*cn 
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Budgets  a Help  in  Readjustment 


By  Park  Mathewson 

Vice-President,  the  Business  Boui-se 


Business 

N astute  business 
man  recently  us)\ed 

adjustment:  " At 

what  peixentasre  of 
your  novnuil  ca- 

running?  " Ho  did 

acquaintance  was 
doing  compared  to  the  “ boom  " period, 
or  last  Summer’s  " down-and-out  ” ratio. 
He  did  not  even  a.«k  if  he  were  running 
at  normal,  but  what  percentage  wa.s  his 
present  production  of  its  natural  aver- 
age. Thi.s  comparison  indicate.s  the  need 
of  further  measuring  the  present  by  the 
past  and  even  it-  I'elation  to  the  future 
in  regard  to  proposed  output,  salc.s  ad- 
ministration, finance  and  other  executive 
problems.  More  and  more  of  this  con- 
structive, reasoning,  comparison  and 
planning  are  being  forced  upon  our  bu.si- 
ne-ss  nv  ii  in  this  still  changing  and  still 
uiiren.-ijusted  period. 

The  forelooking  captains  in  the  Amer- 
ican business  crafts  are  reading  the 
charts,  watching  the  compass  and  barom- 
eter and  scanning  the  sky  for  the  indi- 
cations of  fair  or  foul  weather  ahead. 
The.se  precautions  are  especially  essen- 
tial with  the  bigger  hu.sine.ss  •'  boats." 
The  little  coastwise  craft  can  .skim  the 
business  .sea.s  with  the  passing  wind  as 
her  propelling  powci  and  the  points  on 
the  coast  as  her  compa.s.s.  She  can  quick- 
ly reef  and  run  to  port  at  an  indication  s 
of  a change  in  the  trade  wind.s.  Not  so 
with  the  great  ocean  greyhound  of  com- 
merce. whose  operation  and  equipment 
are  not  .-o  simple  as  the,«e  of  her  .smaller 
si.ster  and  who  must  go  to  the  end  of 
her  voyage  and  land  her  valuable  fi-eight 
according  to  schedule,  in  spite  of  wind 
or  It  needs  all  the  e.xpenence. 

chart-,  and  preparednes.s  tliat  the  man- 
ogemem  can  collect  to  see  to  the  end  of 
th-  voyage  and  sucee.ssfully  icaeh  it. 

Big  business,  like  the  big  ship,  is  using 
every  means  of  .safety  through  forelook- 
ing planning  in  its  effort  to  meet  the 
busine.-,-.  changes  and.  a-s  far  as  possible, 
foresee  and  schedule  for  the  full  voyage 
of  the  coming  year.  Many  trade  captains 
have  found  their  be.st  guide-s  to  the 
future  in  the  complete  records  and  check- 


up.s  contained  in  the  business  budget 
records  of  all  their  past  activities.  They 
gain  gre.at  advantage  through  comparing 
the  detail  of  their  ’‘normal"  and  “ab- 
normal ’’  years,  together  with  the  best 
forecast  of  conditions  which  ai-c  coming, 
to  arrange  a complete  program  for  the 
next  period.  They  then  can  thus  plan 
completely  and  budget  every  detail,  as 
well  as  the  results  ns  a whole,  which  are 
to  be  .striven  for  in  the  year  or  budget 
period  to  come. 

NOW  that  our  Government  ha.s  n com- 
plete and  co-ordinalcd  budget  plan, 
business  men  who  have  never  given 
the  subject  consideration  nre  scheduling 
their  coming  production,  marketing  and 
administrative  activities  for  twelve 
months  in  advance.  These  “ programs," 
under  differing  titles  and  detail,  con- 
•sist  of  putting  the  busine.«s  under  budget- 
ary control  and  .scheduling  all  activitie.s 
upon  the  “ ma.ster  ’’  and  " sub  ’’  budget. 
These  budgets  cover  every  division  and 
activity  of  a business,  .such  as  the  ’’  quota 
budgets."  .scheduling  how  much  each  divi- 
sion is  to  buy.  do.  manufacture,  &c. : the 
" expi-n>e  budgets,"  analyzing  the  cost 
of  every  operation  in  percentage  of  each 
dollar  of  gro.ss  busine.ss;  and  the  “fi- 
nance budgets,"  showing  when  the  ex- 
penditure of  cash  for  each  depaitnient  is 
to  be  made  as  well  as  when  the  income 

The  accuracy  and  benefits  through 
such  planning  are  naturally  limited  by 
the  judgment  and  foresight  of  those  who 
finally  decide  on  the  “ ma.stei-  figures," 
but  this  i,«  only  what  occui-s  in  any  busi- 
nes.s.  a.s  much  depends  finally  on  its 
managers,  whether  they  operate  by 
■■  budgets  ■'  or  “ rule-of-thumb  " ; the 
former,  however,  insuring  the  exact  car 
rying  out  of  the  judgment  and  plans  f.' 
the  '■  heads."  Illustrating  the  value  in 
adju.stment  of  the  careful  analysis  ard 
planning  indispen.sable  with  a compre- 
hensive and  accurate  budget  program 
may  be  cited  the  experience  of  two  manu- 


facturers of  .similar  lines  during  the  do- 
flatation  readjustment  period. 

One  corporation  which  for  years  had 
operated  a budget  program,  together 
w-ith  intensive  analy.sis  of  past,  present, 
normal  nnd  probable  future  condition.s 
and  figure.s,  found  that  the  combined 
indications  pointed  toward  declining  ac- 
tivity and  falling  prices.  It  tberefoi-e 
made  a budget  of  rigid  economy  and,  ns 
is  essential  in  adopting  a budgetary  pro- 
gram, all  departments  agreed  to  the  pro- 
gram and  to  carry  it  out  to  the  letter. 
This  company  showed  a piofit  that  year 
(1920)  in  spite  of  below-norma!  business. 

Another  -similar  firm,  which  operated 
without  the  budget  sy.stem  or  analysLi, 
followed  the  trend  of  its  customers’  buy- 
ing, which  for  the  first  five  months  of 
the  year  wa.s  upward,  and  showed  only 
a slight  slackening  in  the  next  few 
months.  Wholesale  prico.s,  however, 
began  to  show  u decided  weakne.ss  in 
the  .sixth  month  and  therwifter  fell 
rapidly  until,  at  the  end  of  the  year, 
.sonic  materials  in  hand  had  lost  70  per 
cent.  in  value.  The  effect  on  a $50,000,- 
000  inventory  (luiircst  in  their  history) 
can  be  imagined.  Not  only  profits  but 
a $20,000,000  surplus  were  wiped  out. 

URING  changes,  whether  up  or  down, 
-L'  it  i.s  very  essential  that  all  de- 
partments function  sinmltaiieously  and 
equally.  Furthermore,  it  is  often  nece.s- 
.sary  for  the  buying  or  production  divi- 
sion to  curtail  or  incraase  its  activitie.s 
much  aher.d  of  the  shipping  or  marketing 
division.  The  finance  anil  administration 
divisions  are  likewise  affected  in  varying 
periods.  In  a big  business  thi.s  is  a 
serious  situation  to  handle  and  co- 
ordinate. It  ha.s  been  conclusively  proved 
that  a complete  system  of  budgetary  con- 
trol helps  to  handle  changes  with  the 
greate.st  accuracy  and  the  least  friction 
and  confusion. 

The  increase  or  decrease  in  material.s, 
labor,  machinery,  salesmen,  publicity,  ad- 
ministrative forces,  finance,  inventory, 
&c.,  become.s  equally  apparent  and  can  be 


nicely  adjusted  in  the  forthcoming  bud- 
get, or  in  the  readjustment  of  a budget 
already  in  effect.  The  amount  and  per 
cent,  of  the  necessary  changes  become 
clear  nnd  comparatively  easy  of  accom- 
plishment, and  such  changes  can  even  be- 
come continuou.s  or  progres.Mvo  as  the 
changes  in  conditions  develop  or  are  fore- 

Budgetary  expert.^  point  out  many  ad- 
vantages which  can  be  gained  by  busi- 
ness budgets  in  addition  to  readjustment 
benefits,  among  which  they  note: 

1.  Savings  in  pi-oduction  activities  by 
budgetary  control. 

(a)  Savings  through  highe.st  employ- 
ment of  equipment,  power  space  and 

(b)  Savings  through  most  effective  pur- 
cha.se  of  matcriub  for  manufacture 
or  goods  for  re.salc. 

2.  Saving!,  in  marketing  by  stand- 
ardizing sale.s  and  publicity  methods. 

(a)  Savings  by  budgeting  salesmen  and 
their  activities. 

(b)  Savings  by  budgeting  exact  classes 
and  quantity  of  goods  to  be  sold. 

(c)  Saving.s  by  budgeting  be.st  seasonal 
sale  for  various  cla.sses  of  goods. 

(d)  Savings  by  budjjeting  markets  in 
which  various  kinds  of  goods  can 
best  be  .sold. 

(e)  Savings  by  budgeting  clns.s  and 
nuantity  of  publicity  most  effective. 

(f)  Sayings  by  co-oidination  and  bud- 
geting control  of  alt  sub-budgets  of 
marketing  division. 

3.  Savings  in  ndministr.ation  by 
budgets. 

(a)  Standardizing  administrative  nc- 
tivitic.s  and  budgeting  employe." 
needed  by  departments. 

(b)  Budgeting  help  ncedeci  by  sea.sons. 

(c)  Budgeting  and  buying  ahead  all 
needed  administrative  supplies. 

(d)  Savings  in  financing  by  foreknowl- 
edge of  all  departments’  cash  needs. 

(e)  Savings  in  trade  and  cash  discounts 
by  ample  cash  in  hand  when  needed. 

(f)  Savings  on  idle  capital  when  not 
called  for  in  budget. 

Any  benefit"  which  were  gained 
through  budgetary  planning  and  recmd.« 
on  the  deflation  of  sale."  and  prices  cun 
be  as  ea.sily  applied  in  an  increa.«e  in 
busines."  or  prices,  and  it  will  there^oi-o 
be  of  especial  advantage  to  forclooking 
firm."  to  study  and  apply  the  budget 
principles  in  their  affairs  a.s  far  as 
practicable  in  order  fully  to  reap  all 
po.ssible  benefits  and  profits  in  the  next 
upwai-d  swing  of  the  business  pendulum. 


The  Balance  Between  Agriculture  and  Industry 


in  1913.  Her  total  production  for  the 
pre-war  Germany  for  a simitar  period 
in  1913  was  63.379,455  tons. 

.American  industrial  production  ha.s 
also  been  .seriously  restricted  i-ecently. 
It  certainly  cannot  be  said  that  shortage 
in  industrial  output  was  a symptom  of 
industry  in  the  United  States  until  well 
into  the  year  1920,  and  yet  the  great  out- 
turn of  the  war  years  was  diverted  to 
the  war  and  to  Europe  rather  than  to 
an  exchange  with  agriculture.  The  de- 
cline in  industrial  output  in  this  country 
has  been  more  definitely  due  to  the  finan- 
cial depres-sion.  It  is  due  in  great  part 
to  the  -same  decline  in  Europe’s  buying 
power,  which  has  crippled  agriculture. 
The  decline,  however,  has  been  none  the 
less  marked  and  effective. 

The  production  of  bituminous  coal  in 
the  United  States  up  to  Sept.  17  in  the 
calendar  year  1921  was  only  279,881,000 
tons,  as  compared  with  .376,735,000  tons 
in  the  corresponding  period  of  1920. 
Similarly  the  production  of  beehive  coke 
ha."  fallen  from  15,293,000  tons  to  3.963,- 
000  tons.  On  May  2 of  this  year  woolen 
looms  were  running  at  only  25.30  per 
cent,  capacity,  while  the  decreased  activ- 
ity of  spindle."  was  .still  greater.  Last 
January  cotton  manufacture  wa.s  operat- 
ing at  only  .55  per  cent,  of  normal,  while 
la.st  midsummer  the  iron  and  steel  in- 
dustry was  down  to  about  20  per  cent, 
of-normal.  Tin  deliverie.s  hovered  around 
30  per  cent,  of  normal  all  the  first  half 


of  the  year,  and  cement  production  was 
down  to  70  per  cent,  in  February.  The 
lumber  production  was  only  3,851,2.38,000 
feet  in  the  first  half  of  1921,  as  compared 
with  5,656,274.000  feet  in  the  correspond- 
ing pari  of  1920- 

Enough  facts  a.s  to  the  sustained  pro- 
auction  of  agriculture  and  the  decline 
in  the  output  of  industry  have  been 
shown  to  make  plain  a certain  cause  for 
the  relatively  great  decline  in  agricul- 
tural prices-  The  fall  of  these  price.s,  of 
course,  aggravated  the  industrial  depres- 
sion. Had  agricultural  production  de- 
clined more  in  harmony  with  conditions 
in  indu.stry  the  price  declines  might  not 
have  been  so  violent  nor  the  depression 
so  keen.  For  some  reason  agriculture  in 
general  in  all  lands  failed  to  be  affected 
as  seriou.sly  by  the  post-war  slump  in  ef- 
ficiency shown  in  the  activities  of  the 
world’s  urban  population.".  The  lands 
most  affected  by  the  ."hell  shock  of  war 
were  those  that  were  industrial  rather 
than  agricultural. 

Whether  or  not  the  relative  positions 
of  agriculture  and  industry  established 
in  1913  will  be  presently  restored  remains 
to  be  discovered.  The  fact  that  in  the 
early  part  of  this  last  Summer  our  gen- 
eral whote.sale  price  level."  was  ."till  at 
150  per  cent,  of  pre-war,  while  a weight- 
ed average  of  a large  list  of  farm  prod- 
ucts .showed  their  price  to  have  returned 
practically  to  the  former  level,  shows 
us  quite  clearly  that  the  relative  position 


of  these  two  most  important  parts  of  the 
world’s  economic  life  stand  today  in  the 
relation  of  the  '90s  rather  than  in  that 
of  the  average  of  the  whole  past  century. 
To  effect  ."uch  a change  so  suddenly  i.s 
most  .serious.  If  industry  does  not  .speed- 
ily recover  its  position  relative  to  its 
teammate  we  can  look  for  nothing  else 
than  a decline  m agricultural  output. 
Humanity  cannot  long  continue  a popu- 
lation nominally  engaged  in  industry 
large  enough  to  counterbalance  our  pres- 
ent development  of  agriculture  with  that 
population  only  putting  forth  i.iie-half 
its  wonted  effort.".  The  law  that  hun. un- 
ity must  work  to  eat  is  not  easily  set 
aside.  Hopeful  sign."  appear  tliat  indus- 
try is  recovering,  but  those  be.st  ac- 
quainted with  Europe  predict  a Umg 
struggle  ahead  before  normalcy  is  at- 
tained. Tho."':  tliat  will  work  cannot  for 
lack  of  the  wherewithal.  Tho.se  that 
would  re-establish  industry  must  go  cau- 
tiously, for  there  is  no  real  price  level 
as  yet.  Those  that  would  create  new 
wealth  hesitate,  for  the  taxgatherc-r  takes 
the  lion’s  share.  In  spite  of  all  causes 
for  pes."iniism  the  facts  of  recovery  are 
beginning  to  be  encouraging.  Belgium 
has  begun  to  re-establish  herself  on 
thrift  and  energy,  and  France  has  not 
so  far  forgotten  herself  In  waiting  for 
reparations  but  Hiat  she  is  accomplishing 
wonders  in  i econ,"truction.  In  addition  to 
the  facts  of  recovery  noted  above  we  find 
that  hor  transportation  facilities  are  al- 


ready largely  restored,  the  major  portion 
of  her  population  has  been  fairly  com- 
fortably housed,  and  more  than  90  per 
cent,  of  her  schools  have  been  restored. 
The  indications  from  the  trade  figures 
of  the  early  part  of  this  year  are  that 
the  6,650,000,000  francs  cxces.s  of  im- 
port." of  lust  year  will  be  met  with  a 
contra.st  of  nearly  1,000,000,000  franc,"' 
worth  of  excess  of  exports.  She  ha.s  al- 
ready begun  to  pay  her  international 
debt."- 

England  has  been  ."low  in  industrial 
recovery,  the  unre.st  of  her  labor  ha." 
held  her  back  seriously,  but  .sanity  seems 
to  be  returning  even  in  that  quarter,  and 
England's  complete  trade  balance  indi- 
cate.s that  she  is  at  leu.st  paying  for  hor 
current  supplies. 

Russia  is  in  a .seriou."  condition  that 
cannot  be  entirely  shaken  off  for  many 
years.  Were  it  not  that  this  agricultural 
country’s  stagnation  in  some  degree  off- 
sets the  industrial  depression  of  Western 
Europe  the  lack  of  balance  would  be  still 
more  serious.  The  importance  of  her  nor- 
mal agricultural  position  and  her  neces- 
sarily slow  recovery  give  ground  for  be- 
lieving that  indu.stry  can  presently  i-e- 
cover  its  normal  relation  to  agriculture. 
In  the  light  of  the  available  facts  it  seems 
unquestionable  that  it  is  to  the  bo.st  in- 
terest of  all  nations  having  a surplus  of 
agricultural  product."  to  do  all  in  their 
power  to  encourage  the  revival  of  indus- 
try in  Europe. 


New  York,  Monday,  November  7,  1931 
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Emile 

^iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiiiiiin^HE  new  Belinum  has 
p s risen  out  of  rack  and 

g B history 

K f I 1 S the  world  has  never 

B I H in(t  recovery  from 

B H disaster  than  is  re- 

B H corded  in  the  history 

I ~ \ of  the  little  kingdom 

since  the  signing  of 
the  armistice.  The  rebuilding  of  her  rail- 
roads, the  renewed  operation  of  her  fac- 
tories, the  restoration  of  her  once  blasted 
fields  to  the  most  intensive  agriculture 
in  Europe,  all  attest  the  triumphs  of 
pence.  No  account  of  that  remarkable 
progress  can  be  complete  without  the 
story  of  Emile  Franequi,  financier,  who 
came  from  an  army  lieutenancy  to  a high 
place  as  u leader  of  his  people. 

His  name  is  familiar  as  a director  of 
industrial  corporations  and  as  an  entre- 
preneur of  great  enterprises  on  both 
.side.s  of  the  Atlantic  Ocean.  His  .>!emces 
to  his  country  during  the  World  War, 
and  especially  .since  its  termination,  give 
him  the  first  rank  among  those  who  have 
striven  so  mightily  in  the  reconstruction 
of  a land  which,  three  years  ago,  was 
under  the  heel  of  the  conquerer,  and  had 
ceased  to  be  an  international  power. 

Emile  Franequi  was  originally  a Lieu- 
tenant in  the  Belgian  Army.  His  talents 
os  a diplomat  and  his  grasp  of  financial 
affoir.o  early  attracted  the  attention  of 
the  late  King  Leopold.  When  a very 
young  man  he  was  sent  on  numerous  mis- 
sions to  foreign  countries.  His  first  ser- 
vice was  in  the  Congo,  where  he  was 
intrusted  with  matters  of  finance  and 
administration.  Later  his  talents  were 
much  employed  in  the  negotiation  of  cer- 
tain Chinese  conces-sions.  As  one  of  the 
right-hand  men  of  General  Thys,  Lieu- 
tenant Franequi  eventually  become  con- 
nected with  the  Banque  de  Outi-emer. 
Before  the  curtain  had  risen  on  the  trag- 
edy of  Europe  he  had  become  one  of  the 
Director.s  of  the  Societe  Generate  de  Bel- 
gique, and  therefore  close  to  the  devel- 
opment of  the  industrial  resources  of  a 
nation  which  that  organization  had  been 
founded  to  develop. 

His  opportunity  to  serve  his  country 
came  with  the  German  invasion.  With 
the  industries  of  Belgium  in  the  hand.s 
of  invaders,  with  millions  of  his  fellow- 
countrymen  thrown  out  of  employment 
and  many  taken  into  exile,  and  every- 
where the  cry  for  enough  food  to  keep 
together  bodies  and  souls,  Mr.  Franequi 
was  called  upon  to  aid  in  the  work  of 
relief.  It  was  at  this  crisis  that  he  re- 
newed his  friendship  with  on  American 
miidng  engineer  whom  he  had  known  in 
China,  Herbert  Hoover.  In  the  dark 
days  which  followed  the  two  worked  to- 


Trade Currents 

rriRADE  currents  on  the  oceans  of  the 
world  are  apparently  retummg 
to  pre-war  conditions.  During  the  war, 
says  The  Trade  Record,  issued  by  the 
National  City  Bank  of  New  York,  the 
dangers  to  navigation  on  the  Atlantic  re- 
sulted in  a considerable  increase  of  move- 
ment of  certain  classes  of  merchandise 
across  the  more  peaceful  Pacific,  and  the 
share  of  our  imports  entering  by  the 
Pacific  ports  greatly  incrca.scd,  while 
that  entering  by  the  Atlantic  frontage 
decreased. 

In  the  year  before  the  war  55  per  cent 
of  the  merchandise  imported  into  the 
United  States  entered  through  the  Port 
of  New  York,  and  72  per  cent,  of  the  im- 
ports entered  through  the  Atlantic  ports 
as  a whole.  In  the  fiscal  year  1918,  with 
the  dangers  to  navigation  on  the  Atlan- 
tic, the  share  of  the  imports  entering 
thiough  New  York  had  fallen  to  42  per 
cent.)  as  against  65  per  cent,  in  1014,  and 
that  entering  through  all  the  entire  At- 
lantic frontage  Was  but  68  per  cent,  as 
against  ?2  per  cent,  is  l9l4.  Meantime 


Franequi,  Restorer  of  Belgium 


By  John  Walker  Harrington 


gether  as  they  had  done  long  years  be- 
fore in  the  Orient.  Each  understood  the 
other's  methods  of  silent  efficiency,  and 
in  the  confusion  of  the  times  they  ad- 
dressed themselves  calmly  and  wisely  to 
the  greatest  problem  of  succor  which 
ha.s  ever  been  solved. 

Fertile  os  is  Belgium  and  as  well  tilled 
by  the  skillful  husbandry  of  Iier  people 
from  time  immemorial,  she  had  not  been 
able  for  many  a decade  to  feed  her  own 
population  from  the  yield  of  her  acres. 
Before  the  outbreak  of  the  European  war 
one-half  of  all  her  food  supply  was  im- 
ported, and  fully  three-fourths  of  the 
bread  grains  she  needed  hud  to  be 
brought  frorp  other  countries.  All  her 
agricultural  operations  were  stopped 
when  her  men  went  to  the  national  de- 
fense, and  her  ports  were  in  the  power 
of  the  enemy.  It  became  not  merely  a 
question  of  providing  relief  for  the  pop- 
ulation, which  had  no  money  and  could 
not  work,  bat  of  obtaining  an  adequate 
food  supply  for  those  who  had  the  means 
with  which  to  purchase  it.  The  kingdom 
had  to  be  revictualed  a.s  well  as  to  re- 
ceive charitable  relief.  The  feeding  of 
7,500,000  persons  was  a project  which  re- 
quired not  merely  commissary  skill,  but 
engineering  knowledge  and  a grasp  of 
finance.  Herbert  Hoover,  as  head  of  the 
American  Relief  Committee  and  Emile 
Franequi,  representing  the  Belgian  Na- 
tional Committee,  did  excellent  team 
work  in  the  distribution  to  7, .500, 000  Bel- 
gians of  $280,000,000  worth  of  provisions 
and  supplies.  As  head  of  the  Belgian 
National  Committee  of  Assistance,  which 
became  particularly  active  in  the  distri- 
bution of  breadstuffs,  Mr.  Franequi  con- 
tinued his  labors  until  the  country  was 
cleared  of  the  invaders. 

TTE  discharged  duties  while  also  de- 
voting  himself  to  the  untangling  of 
financial  complications  resulting  from 
the  invasion.  It  will  be  remembered  that 
the  Banque  Nationale  removed  its  gold 
and  securities  first  to  Antwerp  and  then 
to  London.  The  Compagnie  Generate, 
therefore,  took  over  its  functions  and  is- 
sued notes,  as  the  issue  privilege  was 
transferred  to  it  by  the  Germans.  In 
those  days  there  were,  indeed,  complex 
problems  of  finance  which  required  ad- 
ministrative genius  such  a.s  that  pos- 
.scsscd  by  Mr.  Franequi. 

When  the  Germans  were  at  last  forced 
out  of  Belgium  the  work  of  restoration 
had  to  proceed  along  several  lines,  in 
all  of  which,  on  account  of  his  many 
connections  with  the  industrial  and  com- 


mercial circles,  Mr.  Franequi  became  one 
of  the  chief  movers. 

The  venerable  Societe  Generate,  found- 
ed in  1822,  was  called  upon  to  do  much 
in  this  many-sided  labor  of  reconstiuc- 
tion.  Established  as  it  originally  wo.s  for 
the  promotion  of  Belgian  commerce  and 
industry,  it  had  to  reach  out  to  all  in- 
terests in  the  kingdom. 

Probably  the  leo.<it  difficult  of  the 
plans  of  restoration  which  confronted  the 
Belgians  wa.s  the  putting  of  agriculture 
back  on  its  old  plane  of  efficiency.  The 
area  of  Belgium,  11,378  square  miles,  is 
little  more  than  that  of  the  State  of  Ver- 
mont, which  has  about  one-twcntielh  of 
its  population.  It  was  found,  however, 
that  only  1 per  cent,  of  the  territory  was 
completely  deva.stated,  and  within  a short 
time  the  lands  were  producing  almost 
normal  crops. 

TNDUSTKIALUY  Belgium  was  in  chaos. 

Her  steel  plants  and  her  great  metal- 
lurgical establishments,  which  had  been 
a source  of  large  revenue  before,  were 
in  the  hands  of  the  Germans.  Much  of 
the  valuable  machinery  had  been  either 
ruthlessly  destroyed  or  transported  to 
Germany.  It  had  been  the  plan  of  the 
invaders  so  to  cripple  Belgium  that,  even 
in  the  event  of  peace  through  allied  vic- 
tory, .she  would  be  unable  for  decades  to 
come  back  into  her  own.  The  Recupera- 
tion Committee,  however,  succeeded  in 
getting  back  much  of  the  equipment  of 
the  factories  and  in  starting  the  wheels 
of  industry  turning  within  a few  wcelu^ 
after  the  evacuation  of  the  territory  by 
the  armies  from  beyond  the  Rhine. 

Shortly  after  the  foe  withdrew  frem 
Belgium  there  were  fully  800,000  per- 
.■^ns  drawing  ch9mage  or  unemployment 
allowances:  within  a few  months  (he 
number  had  been  cut  down  to  200,000. 
Belgium,  as  is  tTnie  of  all  other  war-rid- 
den lands,  is  still  suffering  from  indus- 
trial depression,  and  there  are  still  thou- 
sands out  of  work,  but  considering  the 
conditions  throughout  the  world,  she  is 
doing  remarkably  well  as  compared  with 
her  plight  three  yeare  ago,  when  the 
problem  of  reconstruction  was  still  upon 
her,  and  one-third  of  her  factories  were 

One  of  the  first  problems  to  which  Mr. 
Franequi  and  others  interested  in  the 
rehabilitation  of  the  country  addres.sed 
themselves  was  the  restoration  of  the  col- 
lieries which  had  been  almost  destroyed 
by  the  invaders^  The  replacement  of  ma- 
chinery, the  clearing  of  flooded  mines 
and  many  other  activities  soon  re.stored 


the  coat  trade  to  its  old  basis  and  en- 
abled it  to  compete  with  the  fuel  which, 
within  the  last  few  months,  has  been 
shipped  in  from  the  same  Germany  which 
had  anticipated  rendering  the  coal  meas- 
ures of  Belgium  useless.  Now  comes 
Hugo  Stinnes,  the  German  coal  king,  who 
was  long  in  charge  of  many  of  the  in- 
dustries and  factories  of  B<Hgium,  offer- 
ing coal  for  the  steel  plants  of  Liege. 

Partial  paralysis  of  the  commerce  of 
the  country  had  been  cau.vetl  by  the  de- 
moralization of  the  railroads.  Fully 
1,250  miles  of  railroad  had  been  de- 
.stroyed,  1,800  bridge.s  put  cut  of  com- 
mission and  2,500  locomotive.*:  and  60,000 
railroad  cars  captured  by  the  Gernmns. 
Despite  thi.s  the  Belgian  railroads  have 
been  restored  to  normal,  and  transpor- 
tation is  effectively  carried  on  through- 
out the  kingdom.  It  is  expected  that 
within  a few  months  the  canal  ay.steni, 
much  of  which  wju?  ruined  by  the  opera- 
tions of  the  enemy,  will  be  a-s  efficient 
as  it  was  before  the  war.  The  600  kilo- 
meters of  canals,  which  were  obstruclwl 
or  made  useless  by  the  blowing  up  of 
locks  are  now  reported  to  be  in  working 

In  all  the  operations  of  restoration  the 
Societe  Gencrale,  of  which  M.  Franequi 
is  a leading  spirit,  has  played  an  impor- 
tant part.  In  order  to  facilitate  the  work 
its  various  branches  have  extended  their 
activities  throughout  Belgium. 

Mr.  Franequi  resembles  the  American 
captains  of  industry  and  finance  in  his 
activities  among  the  various  corpora- 
tions which  are  now  engaged  in  the 
mighty  task  of  bringing  hi.s  country  back 
to  her  own.  Besides  his  directorship  in 
the  Societe  Generate,  he  is  al.so  connected 
with  the  Banque  d'  Outremcr  and  the 
Banque  de  Hainaut,  and  is  Vice  Presi- 
dent of  the  Banque  du  Congo;  he  is  an 
official  in  banking  institutions  which 
reach  out  to  Italy  and  Russia.  The  close 
of  the  war,  instead  of  bringing  to  him 
relief  from  his  numerous  activities, 
placed  more  responsibilities  upon  him. 
He  is  one  of  the  foci  of  the  new  forces 
which  are  making  for  a regeneration  of 
Belgium  in  every  way,  and  principally 
through  the  restoration  of  an  industrial 
.system  which  enabled  her  to  reach  all 
quarters  of  the  globe  with  her  products. 

Despite  the  adversity  which  ha.s  beset 
the  land  of  the  Belgian.',  she  Ls  making 
an  effective  return  to  normal  condition 
because  of  the  fact  that  her  national  debt 
is  relatively  .small,  her  gro.ss  obligations 
totaling  $2,600,000,000.  In  the  hands  of 
able  financiers,  and  taking  into  consid- 
eration the  leadership  of  .'uch  men  a.s 
Emile  Franequi,  the  Belgians  seem  des- 
tined to  exert  an  important  influence  in 
the  remaking  of  Europe. 


on  the  Ocean  Returning  to  Pre-War  Conditions 


the  share  of  the  import  trade  crossing 
the  more  peaceful  Pacific  and  entering 
by  way  of  the  Pacific  ports  had  increased 
from  7 per  cent,  in  1914  to  21  per  cent 
in  1918,  while  on  the  northetm  border 
the  growth  of  our  purchases  of  Canadian 
products  resulted  in  an  incrca.se  from 
10  per  cent,  m 1014  to  16  per  cent,  in 
1921  in  the  imports  handled  by  the  north- 
ern border  ports. 

With  the  termination  of  the  war,  how- 
ever, and  the  reduction  of  dangers  on 
the  Atlantic  the  share  of  our  imports 
entering  at  the  Port  of  New  York  slowly 
returned  to  normal,  having  increased 
from  42  per  cent,  in  1918  to  53  per  cent, 
in  1921,  as  against  55  per  cent,  in  1914, 
while  the  share  entering  by  way  of  the 
Atlantic  ports  as  a whole  advanced  from 
58  per  cent,  in  1918  to  69  per  cent,  ih 
1921,  as  against  73  per  cent,  in  1914. 
Meantime  the  share  entering  by  the  Pa- 
cific ports  fell  from  21  per  cent  in  1918 
to  7 per  cent,  in  1921,  os  against  7 per 
cent,  in  1914. 

Thus,  so  far  as  the  imports  are  con- 


cerned, the  share  entering  through  the 
Atlantic,  Gulf  and  Pacific  ports  is  again 
back  to  practically  pre-war  proportions 
of  the  total  imports,  while  in  the  case  of 
the  northern  ports  the  big  growth  of  our 
purchases  from  Canada  has  permanent- 
ly increased  the  share  entering  through 
the  northern  ports  from  about  10  per 
cent,  in  the  opening  year  of  the  war  to 
16  per  cent,  in  1921. 

On  the  export  side  the  percentage  now 
handled  by  tlie  various  port.s  also  indi- 
cates a return  to  pre-war  conditions  of 
.‘flipping  routes.  Owing  to  the  demands 
of  Europe  for  our  products  and  manu- 
factures during  the  war  the  exports 
which  passed  out  of  the  Port  of  New 
York  increased  from  87  per  cent,  of  the 
total  in  the  fiscal  year  1914  to  48  per 
cent,  in  1917,  while  the  share  by  the  At- 
lantic frontage  as  a Vhole  increased  from 
65  per  cent,  in  1914  to  70  per  cent,  in 
1917.  With  the  congestion  of  merchan- 
dise for  exportation  at  the  Atlantic  ports 
and  improved  facilities  at  the  south,  the 


share  of  the  Gulf  ports  in  the  exports 
increased  from  11  per  cent,  in  1916  and 
1917  to  22'A  per  cent,  in  1921.  With  the 
reduction,  however,  in  European  demand 
for  our  merchandise  New  York's  per- 
centage in  the  export  trade,  which  bod 
advanced  from  37  per  cent,  in  19’ 3 to 
49  per  cent,  in  1917,  fell  to  42  per  cent, 
in  1920  and  39  per  cent,  in  1921,  while 
that  of  the  Atlantic  ports  as  a whole, 
which  had  advanced  from  55  per  cent, 
in  1914  to  70  per  cent  in  1916,  dropped 
to  57  per  cent  in  1921. 

The  return  of  the  Atlantic  ports  to 
their  pre-war  share  of  the  trade  of  the 
country  as  a whole  is  the  more  striking 
when  we  consider  that  the  present  trade 
with  Europe,  most  of  which  passes 
through  the  Atlantic  ports,  shows  in  1931 
an  increase  of  only  82  per  c^t  over 
1914,  while  that  with  North  and  SoutK 
America  shows  a gain  of  195  per  cent, 
and  that  with  Asia  and  Oceania  an  in- 
crease of  236  per  cent,  when  comparing 
the  fiscal  year  1921  with  the  fiscal  year 
1914. 
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The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 

Week  Ended  November  5 Total  Sales  $96,818,150  Par  Value 
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iVKBTIHKMRNT. 


$27,500,000 

The  Goodyear  Tire  & Rubber  Company 

Ten-Year  S%  Sinking  Fund  Gold  Debenture  Bonds 


Dated  May  1,  1921 


Due  May  1.  1931 


Total  authorized  $30,000,000.  Interest  payable  February  I and  Augun  I.  Coupon  botrda  of  $1,000,  $SO0  and  $100;  rcgiiler- 
able  as  to  principal.  Pnncipal  and  interest  payable  in  New  York  at  the  olTicc  or  agency  of  the  Company.  Redeemable  ai  a 
whole,  or  in  part  for  the  Sinking  Fund,  at  any  time  after  May  1.  1922.  on  30  days’  notice  at  1 10  and  interest.  The  Company 
agrees  to  refund  the  present  Pennsylvania  four-miU  tax  to  holders  resident  in  Pennsylvania  who  have  paid  such  tax. 
Application  will  be  made  in  due  course  to  list  on  the  New  York  Stock  Exchange 
CENTRAL  UNION  TRUST  COMPANY  OF  NEW  YORK.  TRUSTEE 

The  Trust  Indenture  provides  for  the  retiremsnt  of  the  entire  issue  either 
through  operation  of  a Cumulative  Sinking  Fund  to  purchase  up  to  110  and 
interest  or  to  call  at  that  price,  or  by  payment  at  maturity  at  110  and  interest 


The  following  information  is  summarized  by  Mr.  E.  G.  Wilmer.  President  of  the  Company . 
The  Debenture  Bonds  are  the  direct  obligation  of  the  company  and  constitute  its  sole  funded  debt  apar* 
from  a closed  First  Mortgage  of  $30,000,000  due  May  1,  1941,  five  per  cent  of  the  face  amount  of  which 
shall  be  retired  each  year  at  120  and  interest  by  the  operation  of  a Sinking  Fund.  These  Debenture  Bonds 
were  sold  by  the  company  in  May,  1921,  and  the  proceeds  applied  to  payment  of  burrent  obligations. 

ASSETS 

The  balance  sheet  of  The  Goodyear  Tire  & Rubber  Company  as  at  September  30,  1921,  as  prepared  by 
Messrs.  Price,  Waterhouse  & Co.  shows  cash.  United  States  Treasury  Certificates  and  Bankers  Accep- 
tances of  $23,722,485,  and  total  liabilities,  other  than  capital  and  reserves,  of  only  $6,762,737.  The  net 
figures  include; 


t Tangible  Asaeta,  leaa 
I Current  Aaaeta 
t Property  Account,  lei 


$136,999,044 

60.442.S3S 

53.166.517 


1920  1919  1918  1917  1916 

$188,866,024  $158,258,892  $122,675,726  $103,558,669  $59,122,281 

10,384.908  23,759,989  16,176,808  15,067.765  7,456.877 


For  the  seven  months  from  February  28, 1921,  to  September  30,  1921,  Net  Sales  were  $62,421,179,  and  bal- 
ance available  for  interest  was  $6,^8,486. 

From  net  income  shown  above  for  1920.  inventory  adjustments  were  made  amounting  to  $9,970,000  As 
of  Febniaiy  28,  1921,  a further  inventory  adjustment  was  made  of  $32,850,000.  The  balance  sheet  re- 
ferred to  above  is  based  upon  the  changes  in  assets  and  liabilities  resulting  from  these  adjustments. 

MANAGEMENT 

During  the  life  of  these  Debentures  control  of  the  management  of  the  company,  through  the  right  to  elect 
a majonty  of  the  Board  of  Directors,  will  be  vested  in  Messrs.  Clarence  Dillon,  of  Dillon,  Read  8s  Co  • 
John  Sherwin,  Chairman  of  the  Board  of  The  Union  Trust  Company,  Cleveland,  and  Owen  D Young 
Vice-President  of  the  General  Electric  Company  or  their  successors,  through  Management  Stock. 

We  offer  the  above  Debentures  for  delivery  when,  as  and  if  issued  and 
received  by  us,  suhyeef  to  the  approval  of  legal  proceedings  by  counsel. 


Price  99'/2  and  Interest 

Dillon,  Read  & Co. 

The  National  City  Company  l.ee,  Higginson  & Co. 

Blair  & Co.,  Inc.  White,  Weld  & Co. 

Redmond  & Co.  Kissel.  Kinnicutt  & Co, 

A.  G.  Becker  & Co.  Hallgarten  & Co. 

Continental  and  Commercial  Trust  and  Savings  Bank 
The  Union  Trust  Company.  Cleveland 
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Will  Arms 


Conference  he  a New 


Versailles  ? 


special  Corri-spondmee  of  The  Annalist. 

WASHINGTON.  Nov.  12,  1921. 

I Tf ' Hthe  repa  rations 

I I I M conditions  imposed 

g B by  the  Treaty  of 

I I I H Versailles?  Is  it 

1 I 9 true  that  Germany, 

^ unnble  to 

meet  the  payments 
demanded  by  the  allied  nations,  or  has 
she  deliberately  ini.cdirected  her  fiscal 
affairs  and  entered  upon  a campaign  of 
world-wide  propaganda  in  nn  effort  to 
bring  matters  to  a crisis  at  the  very  timc» 
that  the  Conference  on  the  Limitation  of 
Armaments  is  to  a.ssembtc  in  Washing- 

These  question.^  are  being  asked  in 
many  quarters  in  Washington  today, 
and  there  can  be  no  doubt  that  the  sit- 
uation created  has  strengthened  the  ar- 
gumenCs  of  those  who  contend  that  world 
economic  problems  of  this  character  must 
be  brought  before  the  conference  and 
settled  if  a .successful  conclusion  of  the 
other  i.<sues  i.s  to  be  reached. 

Whatever  may  be  the  facts  concern- 
ing the  course  which  events  have  taken 
in  Germany  there  is  no  denying  the  crit- 
ical situation  confronted.  Certainly  there 
is  reason  to  believe  that  ^e  German 
leaders  have  permitted  by  inaction,  if,  in 
fact,  they  have  not  actually  accelerated, 
the  movement  which  has  made  the  Ger- 
man mark  a thing  of  negligible  value. 

There  i.s  no  satisfactory  evidence,  for 
one  thing,  that  any  steps  have  been  taken 
by  the  German  Government  to  check  the 
mad  course  of  inGation  and  speculation 
which  has  brought  the  value  of  the  mark 
as  low  as  800  to  the  dollar,  and  which 
threatens  to  drag  it  far  below  that  level. 
Thei-e  have  been  protests  on  the  part  of 
German  statesmen  that  such  is  not  the 
case,  but  these  protestations  have  not 
been  found  convincing. 

They  have  been  followed  by  the  famil- 
iar cry  that  Germany  has  been  asked  to 
pay  far  more  than  she  was  able  to  pay; 
that,  as  predicted  by  many  a German 
statesman  and  financier,  tl\e  economic 
provisions  of  the  Treaty  of  Versailles 
have  at  last  brought  ruin  to  Germany, 
and  by  their  severity  defeated  the  very 
4>urpose  which  actuated  the  framers. 

For  several  days  the  newspapers  have 
been  filled  with  dispatches  from  Ger- 
many relating  the  financial  reign  of  ter- 
ror through  which  that  nation  was  pass- 
ing, and  tolling  of  the  despair  of  her 
leaders  in  Government  and  finance.  It 
has  been  predicted  that  the  Wirth  Cab- 
inet may  fall  us  a result  of  the  situa- 
tion brought  about  by  the  decline  of  the 
paper  mark.  The  Lokal  Anzeiger  an- 
nounced gravely  that  Germany  had  en- 
tered the  road  of  Austria  and  Poland, 
and  that  she  would  bo  cut  off  from  the 
raw  material  of  the  world. 

One  German  state-^mon,  Minister  Gess- 
ter,  a Democratic  member  of  the  Cabinet, 
called  attention  to  the  fact  that  the 
total  of  182,000,000,000  gold  marks  which 
Germany  must  pay  under  the  Treaty  of 
Versailles  now  calls  for  seven  thousand 


By  Rodney  Bean 


billion  in  paper  marks,  while  the  8,300,- 
000,000  gold  marks  which  Germany 
asked  to  pay  annually  in  meeting  her 
total  indemnity  now  amounts  to  127,000,- 
000,000  paper  marks,  which  it  would  be 
impossible  to  pay.  Scheidemann,  the  So- 
cialist leader,  bus  proclaimed  that  the 
fulfillment  of  the  Versailles  treaty  is 
utterly  impossible.  He  holds  that  the  al- 
lied nations  must  soon  realize  the  neces- 
sity for  a revision  of  the  treaty. 

There  con  be  no  doubt  that  some  of 
the  repre-sentatives  of  foreign  nations, 
who  have  come  to  Washington  for  the 
Conference  on  the  Limitation  of  Arma- 
ments, are  of  the  opinion  that  Germany 
has  not  done  her  best  to  direct  her  af- 
fairs in  a manner  which  would  make  it 
possible  to  meet  the  conditions  of  the 
Ti-eaty  of  Versailles.  Some  would  fol- 
low the  stem  course  of  making  no  con- 
cessions, and  permit  events  to  take  their 
course.  Others  believe  it  is  essential  that 
the  whole  question  of  the  economic  con- 
ditions of  Europe,  including  the  Ger- 
man reparations  question,  be  considered 
by  the  Washington  conference,  their  con- 
tention being  that  the  economic  problems 
are  so  interwoven  wth  Far  Eastern 
problems  and  the  limitation  of  arma- 
ments that  they  cannot  be  considered 
separately  with  the  hope  of  any  measure 
of  success. 

IT  is  argued,  for  instance,  that,  while 
the  question  of  German  reparation 
payments  remains  in  its  present  status, 
France  cannot  consent  to  the  limitation 
of  armaments  on  the  same  basis  that 
she  could  if  there  were  peace  in  Europe. 
And  so  long  as  France  must  take  the 
attitude  of  being  prepared  to  Invade  Ger- 


many if  reparation  payments  are  not 
made  peace  in  Europe,  it  is  held,  is  not 
established. 

Some  of  the  foreign  experts  took  for  a 
further  depreciation  in  the  value  of  for- 
eign currency,  the  British  pound  includ- 
ed, during  the  Winter  months  unle&s  def- 
inite action  is  taken  soon  looking  to  the 
re-e.«tablishment  of  world  commerce  on 
a larger  .scale,  and  a cure  for  some  of  the 
other  economic  disturbances. 

It  will  be  of  intense  interest,  there- 
fore, to  watch  developments  as  the  Wash- 
ington confcronce  proceeds,  and  see  to 
what  extent  the  financial  and  economic 
problems  are  permitted  to  play  a part 
in  the  deliberations. 

There  has  been  a feeling  in  some  quar- 
ters that  Germany  may  enteilain  the 
hope  also  that  the  question  of  repara- 
tions will  be  brought  before  the  dele- 
gates. believing  that  her  chances  of  ob- 
taining relief  from  the  severe  conditions 
of  the  Treaty  of  Versailles  are  better  if 
the  opinion  of  America  is  brought  to  bear 
on  the  problem.  At  least  the  German 
mind  is  said  to  hold  the  conviction  that 
nothing  could  be  lost  by  such  a venture. 

The  point  of  %-iew  of  certain  foreign 
experts,  however,  is  not  that  much  less 
severe  conditions  in  regard  to  Germany 
necessarily  must  be  accepted.  The  im- 
portant thing  in  their  opinion  is  that  a 
definite  decision  shall  be  reached;  that 
Germany  shall  know  it  is  final,  and  that 
further  appeal  by  open  propaganda  or 
the  arguments  of  agents  sent  into  Euro- 
pean countries  and  the  United  State.s  are 
futile. 

It  is  not  the  belief  of  those  who  have 
made  a study  of  the  industrial  conditions 


The  Legislative  Week 


Special  Correspondence  of  The  Annalist. 

WASHINGTON.  Nov.  12. 

HE  House  agreed  to  the  Senate 
amendments  to  the  bill  extending  the 
emergency  tariff  legislation  until  Feb. 
1,  1922.  The  bill  was  sent  to  the  Presi- 
dent for  approval.  This  action  wa.<  ac- 
cepted as  nn  indication  that  no  perma- 
nent tariff  legislation  might  be  expected 
at  1cn.<it  until  Feb.  1. 

The  Senate  adopted  the  Revenue  bill, 
with  amendments,  one  of  which  fixed  the 
maximum  surtax  rate  at  50  per  cent. 
The  bill  goes  to  conference. 

The  Conference  on  the  Limitation  of 
Armament  n-s.'senibled  in  Wnshineton  and 
organized.  Committees  on  program  and 
procedure  conipo.sed  of  the  heads  of  the 
various  delegations  will  meet  again  on 
Tuesday  morning. 

Tho  United  States  Shipping  Board 
asks  representative-s  of  the  Great  North- 
ern, Chicago,  Milwaukee  & St.  Paul, 
Southern,  Northern  Central,  Pennsylva- 
nia, Mobila  &.  Ohio,  Chesapeake  & Ohio, 
Grand  Trunk,  Boston  & Albany,  Balti- 
more St  Ohio  and  Missouri  Pacific  Rail- 


roads to  come  to  Washington  on  Dec.  1, 
to  discuss  alleged  agreements  whereby 
these  carriers  give  preferential  treatment 
to  foreign  shipping  lines  in  connection 
with  exports,  in  return  for  a reciprocal 
promi.se  that  the  shipping  interests  will 
deliver  imports  for  interior  points  to  the 
carriers. 

Senator  McCumber  attempted  to  ob- 
tain action  on  the  bill  providing  for  the 
funding  of  the  wartime  obligations  of  the 
allied  nations  to  the  United  State.s  but 
the  effort  was  blocked.  This  ended  the 
hope  of  the  bill  becoming  law  before 
tho  as.sembling  of  the  Conference  on  the 
Limitation  of  Armament. 

The  Senate  began  work  on  the  bill  ex- 
tending the  powera  of  the  War  Finance 
Corporation  in  connection  with  the  ex- 
tension of  relief  to  the  railroads,  A long 
debate  is  expected,  although  the  bill 
passed  the  House  at  the  last  ses.sion 
practically  in  the  form  recommended  by 
the  Administration  leaders. 

The  Finance  Committee  of  the  Senate 

Conilnucd  on  rage  4U 


in  Germany  that  that  great  nation,  as 
some  of  its  pre.ient  leaders  now  predict, 
is  going  down  to  complete  financial  and, 
industrial  ruin.  A temporary  condition 
amounting  to  national  bankruptcy  may 
come  if  nothing  is  done  to  readjust  the 
present  demands.  But  utterances  to  the 
effect  that  Germany  is  traveling  the  road 
of  Austria  are  taken  with  a grain  of 
salt. 

Once  some  of  the  perplexing  problems 
concerning  commerce  and  exchange  rates 
are  solved— or  at  least  when  some  pio- 
gram  is  found  which  will  give  confidence 
in  the  future  and  an  impetus  toward  bet- 
ter condition.^ — it  is  the  general  belief 
that  Germany  will  make  rapid  strides. 
At  present,  however,  Germany  appears 
to  have  created  a situation  by  the  infla- 
tion of  her  currency  and  threatened  de- 
fault of  reparation  payments — where  ap- 
preciation of  European  exchange  and  in- 
dustrial and  commercial  rehabilitation 
is  held  in  check.  A deadlock  has  been 
reached,  in  fact,  which,  whether  of  Ger- 
many’s deliberate  making  or  not,  is  de- 
feating a return  to  prosperity. 

A MERICAN  delegate.^  to  the  liniita- 
tion  of  armaments  conference  arc  not 
reconciled  to  dragging  the  question  of 
German  reparations  into  the  meetings.  It 
is  pos.sible  that  they  will  have  tlieir  way, 
as  such  foreign  delegates  n.s  favor  tlie 
steps  in  that  direction  are  proceeding 
with  the  greatest  caution.  Some  of  them 
are  seeking  information  a.s  to  ju.«t  where 
the  American  official.^  stand,  and  the  na- 
ture of  their  conversations  seem  to  moke 
it  inevitable  that  they  will  “ feel  out  " 
the  position  of  the  American  delegotes 
when  they  get  around  the  council  table. 
They  are  hopeful,  at  least,  that  an  in- 
ternaiionol  economic  council  will  follow 
the  conference  if  these  problem.^  are  net 
definitely  settled  now. 

What  will  happen  in  Germany  if  no 
deci.siOD,  is  reachcil  at  the  present  con- 
ference or  immediately  following  it  is 
difficult  to  foretell.  It  is  doubtful  if 
the  leaders  of  Germany  have  determined 
on  the  course  to  follow  in  that  event.  The 
prediction  generally  heard  is  that  Ger- 
many will  fail  to  meet  the  reparations 
payment  in  nn  effort  to  bring  about  u 
rearrangement,  figuring  that  the  task  it 
would  face  a.s  a result  of  such  a rear- 
rangement can  be  no  more  severe  than 
the  present  burden. 

The  position  taken  by  some  of  the 
American  officials  is  that  to  bring  in 
the  German  reparation  question  now 
would  involve  the  conference  in  discu.«- 
sions  that  might  delay  its  stated  pur- 
po.ses. 

There  were  some  encouraging  reports 
brought  here  from  foreign  countnes  by 
tJie  delegations.  Severe  suffering  from 
unemployment  is  not  anticipated  in  most 
of  the  European  countries  represented 
here.  Unemployment  conditions,  it  i.4  be- 
lieved, will  be  worse  in  England  If  com- 
merco  fails  to  revive.  It  is  not  believed 
that  much  can  be  hoped  for  in  the  way 
of  appreciation  of  foreign  currencies  for 
some  time  to  come,  however.  A success- 
ful conclusion  of  the  Washington  con- 
ference, it  is  felt,  would  bring  invaluable 
confidence  to  the  efforts  at  revivaL 
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Stinnes,  Underwriter  of  Germany 


By  John  Walker  Harrington 


TINNES.  the  Misrhty, 
credited  with  a 
greater  power  than 
hud  the  house  of 
Hohenzolickn,  has 
loomed  large  on  the 
horizon  of  history 
since  the  armistice. 
A commanding  fig- 
ure is  he  in  the  Ger- 
many which  is  now  working  out  her  des- 
tiny and  reaching  forth  for  the  trade  of 
the  world. 

What  the  German  Emperor  was  that 
is  Stinnes.  Before  the  false  fire  of  the 
Pan-Germanic  dream  of  subjugation 
caused  Germany  to  drop  the  con  uests 
of  commerce  and  industry  for  those  of 
the  battlefield  the  Imperial  Government 
was  aiding  the  consolidation  of  n>anu- 
facturers,  promoting  cartels  and  making 
just  such  combinations  as  those  in  which 
Hugo  Stinnes  is  now  the  dominant  fac- 
tor. His  enemie.s  and  critics  say  that 
he  plots  with  those  of  his  junker  ilk  to 
restore  the  rule  of  Wilhelm;  although 
this  may  be  furthest  from  his  thoughts, 
he  does,  however,  represent  the  Germany 
which  is  endeavoring  with  all  her  re- 
sonrees  to  come  back,  and  his  theories 
are  well  adapted  to  the  practical  work 
which  he  is  conducting  in  so  many  fields 
of  industry. 

•There  was  a popular  lecturer  who,  for 
many  years  in  this  country,  spoke  before 
the  lyceums  on  “ Acres  of  Diamonds.” 
His  homily  was  based  on  the  legend  of 
the  East  Indian  youth  who  had  journeyed 
to  all  parts  of  the  earth  in  que,<t  of  his 
fortune,  and  had  returned  di.«couraged  to 
the  home  of  his  fathers.  Looking  out 
from  the  paternal  threshold  one  bright 
rooming  he  saw  a bright  pebble  glitter- 
ing in  the  sun.  He,  picked  it  up  and 
found  it  to  be  a rough  gem.  Hence  the 
discovery  of  a great  diamond  mine,  and 
the  advent  of  a eolos-'al  gem  industry. 

Hugo  Stinnes  found  his  Gslconda  of 
Black  Diamonds  in  his  native  Germany. 
His  career  began  with  coal.  Bom  in  1870 
at  Mulheim,  near  Duesseldorf,  his  life 
began  on  an  almost  even  line  with  that 
of  the  German  Empire.  He  was  a babe 
in  arms  when  the  father  of  the  deposed 
Emperor  of  Germany  was  crowned  at 
the  Palace  of  Versailles  in  the  land  of 
a conquered  people.  As  a man  he  was 
to  stand  before  the  council  of  the  na- 
tions at  the  same  Versailles  as  one  of 
the  representatives  of  a vanquished  Ger- 

There  is  nothing  of  the  scholarly  econ- 
omist about  Hugo  Stinnes.  His  early  ed- 
ucation was  little  more  than  that  of  the 
American  high  school  boy.  Urged  by  his 
father,  be  made  a determined  attempt 
to  get  something  of  a higher  education, 
but  left  his  university  before  examina- 
tion time  arrived,  for  he  knew  he  could 
not  pass  in  the  abstruse  and  intricate 
subjects  which,  In  a very  impatient  way, 
he  was  trying  to  master.  Before  he  was 
20  he  was  down  in  the  coal  pits  working 
with  a pick,  a miner’s  tamp  in  his  sooty 
cap.  A strong  roan  la  Hugo  Stinnes, 
physically  and  mentally,  and  in  the  rough 
manual  work  which  he  chose,  he  found 
an  outlet  for  his  energy.  He  studied  coal 
at  first  hand,  he  loaded  it  into  trams, 
he  watched  it  going  on  freight  cars  to 
all  parts  of  the  German  realm. 

Coal,”  he  once  said,  " all  is  built  on 
coal.  From  coal  comes  iron  and  steel, 
from  iron  and  steel  guns  and  cannon 
and  ships  and  railroads.” 

The  elder  Stinnes  had  an  interest  in 
several  collieries,  although  most  of  his 
business  ventures  were  in  trawlers  and 
fisheries.  After  the  death  of  his  father 
Hugo  Stinnes  devoted  himself  to  the  coal 
operations,  and  closed  out  his  other  in- 
teresta^^hile  he  was  laying  the  founda- 
tions of  his  fortunes  on  black  blocks. 

Not  many  years  passed  before  Stinnes 
had  under  his  control  sixty  coal  mines. 
One  speaks  of  carrying  coal  to  Newcas- 
tle as  a syn\bol  of  an  impossible  commer- 
cial venture,  and  yet  before  the  war 


Stinnc.s  was  actually  e.xporting  German 
coal  to  England.  He  was  reaching  out 
to  coallcss  Italy,  and  extending  his  trade 
to  other  European  countrie.s. 

When  he  wa.s  token  more  and  more 
into  the  confidence  of  the  powers,  how- 
ever, Stinne-s  made  his  black  diamond.s 
work  more  and  more  for  the  Germany 
which  was  looking  forward  to  The  Day. 
There  come.s  from  coal  as  gas  is  being 
made  and  coke  i.s  left  as  its  residue  a 
black  coal  tor,  the  source  of  high  explo- 
sive-s  and  poison  gases.  Coal-tar  chem- 
i.stry  WHS  to  be  the  new  arm  of  Germany, 
just  as  it  wa.s  in  the  World  War  and 
as  it  stilt  remains,  for  out  of  the  retorts 
of  the  gas  work.s  comes  that  which  may 
make  battleships  and  armies  obsolete. 

Stinnes  .saw  in  coal  commercial  aggres- 
sion and  chemical  warfare,  and  he  added 
still  more  collieries  to  his  holdings, 
reaching  out  for  electric  companies, 
chemical  factories  and  such  industries  as 
are  related  to  fuel.  Before  long  his  mine.s 
were  producing  10  per  cent-  of  all  the 
coal  mined  in  Germany,  and  his  subsid- 
iary companies  were  reaching  out  to  all 
parts  of  the  empire.  There  was  plenty 
of  coal  for  the  gas  retort,  and  a famine 
in  the  home.  What  need  had  the  house- 
holder for  coal  when  he  realized  in  his 
cook  stove  only  about  6 per  cent,  of  its 
worth?  Coke  became  cheap  in  Germany, 
and  the  precious  coal  was  preparing  to 
go  to  war  in  the  form  of  vast  stores  of 
munitions  accumulated  against  the  day 
of  aggression. 

The  fortune  of  Stinnes  in  1914  was  e.s- 
timated  at  30,000,000  marks,  as  con- 
tra.sted  with  his  rating  of  9,00O,0CO 
marks  in  1897.  Now  it  is  largely  a mat- 
ter of  conjecture.  He  is  said  to  have 
holdings  in  many  interests  which  are  es- 
timated at  2,00u,00u,000  of  dollars  in 
American  money,  but,  with  the  uncertain 
conditions  in  foreign  exchange  and  the 
constant  shifting  of  values,  who  can 
say?  It  ha.s  been  asserted  that  in  Ger- 
many Stinnes  owns  everything.  As  a 
bom  adventurer  he  has  his  finger  in 
everything.  His  working  capital  is 
enormous,  and  it  is  constantly  on  the 
move  from  one  industry  to  another.  His 
money  is  always  being  exercised. 

One  of  his  coups  resulted  in  the  union 
of  the  Rhenish  Westphalian  Electrical 
Company  with  several  coal  corporations 
and  a line  of  steel  works.  Here  was  a 
typical  example  of  Stinnes  generalship. 
Whenever  he  could  he  converted  hLs  ccal 
into  electricity,  and  transmitted  the  re- 
sulting currents  over  the  cablc-«.  He 
needed  coke  for  steel  making,  and  coal 
tar  for  chemical  works.  In  order  to  trade 
effectively  in  the  products  transporta- 
tion was  necessary,  and  hence  his  inter- 
ests in  railroads  and  development  of 
transportation  both  by  land  and  water. 
It  was  no  far  cry  from  boats  on  ihe 
9^4  the  Elbe  to  the  ocean,  and  an 
interest  in  the  Parnl»irg-Ameriran  Line. 
Now  that  the  factories  pgajn  jp  op- 
eration a need  for  more  ships  has  arisen, 
greater  facilities  for  conveying  Cerman 
products  to  all  parts  of  the  earth,  and 
hence  Stinnes’s  deeper  interest  in  trans- 
portation to  foreign  lands.  He  is  financ- 
ing in  Sweden  the  construction  of  huge 
piers  and  docks  for  the  purpose  of  carry- 
ing on  his  projects  of  world  trade. 

After  all,  coal  is  only  a more  .solidified 
form  of  carbon  than  is  wood,  and  it  was 
natural  that  Stinnes’s  attention  should 
turn  to  lumber.  In  technical  parlance 
lumber  is  merely  cellulose,  which  is  wood 
pulp  suitable  for  the  manufacture  of  pa- 
per. And  paper  suggests  the  newspa- 
per. After  Stinnes  had  acquired  thou- 
sands of  acres  of  forests  and  scores  of 
pulp  mills  he  became  one  of  his  own  best 
customers  by  obtaining  control  of  sixty 
newspapers  scattered  over  Gei  many,  and 
thus  through  paper  gai.ted  more  and 
more  the  ear  of  the  people,  enabling  him 


to  create  public  sentiment  in  favor  of 
many  project's.  First  among  hio  journal- 
istic holdings  wa.s  the  old  Allgcmcine 
Zeitung,  once  a conservative  organ  of  the 
Hohonzollern  administration  and  now 
the  cellulose  mouthpiece  of  Hugo  Stiniics. 

If  Stinnes  had  never  manipulated  any 
indu.sti-y  other  then  lumber  he  would 
have  .shown  fully  his  wide  range  of 
vision.  In  the  United  States  stand.s  of 
timber  arc  used  up  more  rapidly  than 
tree.s  can  be  grewn.  For  years  Germany 
has  had  a settled  plan  of  forest  con.serva- 
tion.  No  tree  is  cut  down  until  it  is 
kno\\m  that  younger  tree.*  are  on  their 
way  to  take  its  place.  With  the  large  na- 
tive .supply  of  wood  and  the  va.st  re- 
sources of  Finland  and  the  Scandinavian 
countries  Germany,  under  the  pi-esent  re- 
gime, is  able  to  make  new  fortunes  frem 
lumber,  and  especially  from  cellulose  in 
the  form  of  wood  pulp. 

WHEN  the  .supply  of  cotten  from  the 
United  States  was  cut  off  by  the 
World  War  Germany  cast  about  for 
a fibre  from  which  .she  could  make 
fabrics,  and  for  utilization  in  the  manu- 
facture of  gun  cotton  or  nitrocellulose, 
the  ba.se  of  smokeless  gunpowder  and 
high  explosives.  The  researehe.s  into  the 
derivation  of  pure  cellulose  were  so  ex- 
tensive that  Germany  is  trying  to  hold 
fast  to  them,  and  some  publishers  of 
technical  chemical  works  on  cellulose  are 
even  exacting  a pledge  from  purchasers 
that  the  books  are  not  to  be  token  away 
from  Gei-man  territory.  Such  a firm  hold 
has  the  new  cellulose  interest  of  Ger- 
many that  it  is  now  being  compared  in 
importance  with  the  dye  manufacture, 
through  which  she  was  enabled  to  put  a 
st-anglehold  of  monopoly  on  the  color 
a'  J textile  interests  of  the  globe.  Out 
0 cellulose  can  be  made  paper  which 
Germany  may  offer  in  competition  with 
the  output  of  American  paper  manufac- 
turers. From  cellulose  comes  a fine  qual- 
ity of  the  nitrated  product,  from  which 
can  be  prepared  artificial  silk  to  be  of- 
fered in  competition  with  natural  cocoon 
silk  from  France  and  Italy  and  Japan, 
or  with  the  artificial  fibre  now  being 
produced  both  in  France  and  the  United 
States.  Stinnes  would  see  King  Cotton 
deposed  and  cellulose  put  iii  his  place. 

To  trace  the  financial  and  commercial 
operations  in  which  Hugo  Stinnes  is  in- 
teracted would  require  a secret  service 
bureau.  His  influence  is  felt  throughout 
the  “ Imperial  Republic.”  He  is  many 
timac  a captain  of  industry,  and  there 
are  those  who.  in  view  of  his  activities 
in  Belgium,  would  call  him  her  robber 
baron.  When  the  Belgian  factorie.c  were 
taken  over  Stinnes,  because  of  his  execu- 
tive ability,  was  selected  to  take  charge 
of  them  and  to  work  them  to  the  fullest 


capacity.  Hi.s  foes  declare  that  hero  ho 
revealed  his  supernal  genius  as  a profi- 
teer. When  the  time  came  to  give  them 
up  by  virtue  of  the  Versailles  Treaty^ 
Stinnes  had  added  considerably  to  his 
private  fortune,  and  gained  from  that 
source  considerable  capital  to  spread  over 
his  numerous  cntorpri.ce.s. 

T TOWEVER  Stinnes  may  be  regarded 
as  a moral  force,  he  certainly  has 
dcmon.stratcd  ability  as  a financial  and 
commercial  leader.  It  is  true  that  he  is 
goining  large  profits  for  himself,  and  yet 
those  who  know  him  intimately  fail  to 
see  where  he  geto  much  pleasure  from 
the  wealth  he  has  amassed.  He  has  two 
houses  in  Germany,  one  at  Mulheim,  the 
other  at  Wiesbaden,  where  he  lives  sim- 
ply, his  wife- attending  to  the  ordinary 
rounds  which  bring  domestic  comfort 
and  tranquillity  to  her  husband  and  their 
six  children.  He  also  has  a country  home 
in  Sweden  which,  by  courte.sy,  is  called 
a villa,  but  realty  is  more  of  a lodge, 
furnished  on  the  simplest  lines  and  with- 
out any  evidences  of  the  luxury  which  its 
owner  could  readily  command.  To  and 
fro  from  the  homes  of  Stinnc.s  his  agents 
come  and  go,  for  he  has  on  his  payroll 
some  of  the  ablest  men  in  Germany  who 
served  the  old  regime  a.s  secret  intol’i- 
gence  officcr.s  or  a.s  agents  abroad 
spreading  Pan-Germanic  propaganda.  He 
never  spares  money  for  the  service.s  of 
any  man  whose  abilities  he  can  uac.  The 
talent  of  Stinnes,  in  a large  measure,  is 
in  hi.s  perception  of  the  qualitie.s  of 
younger  men,  in  which  he  somewhat  re- 
sembles the  late  Andrew  Carnegie. 

Stinnes's  ambition  ‘for  leadership 
seems  well-nigh  Napoleonic,  yet  he  is 
regarded  by  his  friendliest  critics  as 
necessary  to  a Germany  which  is  strug- 
gling for  her  place  in  the  commercial 
sun.  He  believes,  as  ho  has  said  in 
authorized  statements,  that  the  cure  for 
the  pre.«cnt  bad  state  of  affaire  in  the 
world,  and  aspecially  in  Germany,  is  in- 
cre.’xsed  production.  Unless  there  be  con- 
stant and  increasing  output  he  believes 
that  hundreds  of  thousands  of  German 
workingmen  will  starve.  Hence  his 
money  has  been  put  to  work  to  make 
more  for  Hugo  Stinnes,  and  to  keep  as 
many  Germans  as  possible  employed.  He 
makes  no  pretense  of  being  a philanthro- 
pist, although  many  Ge-mans  see  in  this 
sallow,  black-bearded  man,  who  look.s 
more  Mephistophelian  than  angelic,  the 
avatar  of  a new  era. 

Because  of  his  financial  ability  and  his 
strongly  marked  features  in  some  quar- 
ters there  is  an  impression  that  Stinnes 
is  a Hebrew.  However,  he  does  not  be- 
long to  the  race  of  Disraeli  and  Roth- 
schild; he  is  the  son  of  a German  father 
and  3 French  mother.  He  married  a 
beautiful  woman  from  one  of  the  Balkan 
provinces,  and  his  children  are  much  less 
German  than  their  father  in  appearance. 
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Public  Utility  Invested  Capital 


TiHERE  seems  to  be  an 
I unlimited  field  for 

TS  discussion  concc-m- 
I ing  the  subjects  of 
H the  value  of  public 
0 utility  property, 
^ proper  rate  of  re- 
-n,  the  amount  to 
J allow  and  the  meth- 
od of  computing:  and 
^providinK  for  depreciation.  Arguments 
and  counter-arguments  are  ma<lc  before 
courts,  commissions  and  in  the  pres.s. 
These  discussions  have  lasted  for  years 
and  still  do  not  seem  near  a settlement 
Experiences  of  the  last  few  years, 
with  the  great  increase  in  the  co.'l  of 
construction  and  operation,  have  un 
doubtedly  modified  the  views  of  a great 
many  upon  these  subjects.  Some  years 
prior  to  the  war  legislatures  and  regu- 
lating commissions  placed  the  chief  em- 
pha.‘=-is,  in  fixing  the  rates  of  a publi' 
utility,  upon  the  value  of  its  ptopuilv 
and,  despite  the  fact  that  high  cost  >'* 
operation  and  of  capital,  in  recent  j ear- 
has  greatly  lesernod  the  impoilaoco  of 
the  value  of  property  as  a factor  in  fix- 
ing rates,  there  arc  a great  many  \vlu> 
still  place  the  major  emphasis  upon  thru 
factor.  Court  and  commi.«.'ion  decision 
are  numerou.s,  v.hich  seem  to  fix  the 
status  of  these  matters,  but  it  must  he 
that  prc.''ont  law  is  contrary  to  economic 
fact  as  a settlement  still  seems  f.**i 
away,  .^ny  change  in  present  ideas  will 
have  gi-eat  handicaps  to  overcome,  but 
there  can  be  no  doubt  that  this  mtiSt  bo 
done  if  drsiv'd  ro.'iiilts  ai'C  to  he  olita'ned 


Limiting  consideration,  for  the  mo- 
ment, to  the  question  of  value  of  prop- 
erty, a great  difference  of  opinion  pre- 
vails as  to  what  is  the  proper  ba.si«  on 
which  to  figure  the  value.  Congrc&c, 
providing  for  the  appraisal  of  all  the 
railroads  in  the  United  States,  directed 
that  the  Inteintate  Commerce  Commis- 
sion report  for  each  property  appraised, 
the  original  cost  to  date,  the  cost  of  re- 
production new.  and  the  cost  of  repro- 
duction new  less  depredation.  With  the 
great  increase  in  the  cost  of  construc- 
tion, due  to  the  wartime  inflation,  there 
is  a controversy  as  to  what  prices  to  use 
in  figuring  cost  of  reproduction,  and 
values  of  property  are  repoited  baseil  on 
prewar  prices,  on  average  prices  for  five 
years,  including  the  high-cost  period,  on 
average  prices  of  twenty  years,  incluiling 
the  war  period,  and  on  average  prices  as 
of  the  date  when  prices  were  at  the  peak. 
Ac. 


The  value  of  the  largest  electrical  i-ail- 
way  property  in  the  State  was  recently 
announced  by  the  Valuation  Commission, 
based  on  a report  made  by  a prominent 
firm  of  engineers.  This  report  pre- 
sented twelve  elements,  as  of  Jan.  1. 
1921,  from  which  the  final  figure  was 
deduced.  By  u-sing  various  combinations 
of  the  twelve  elements  the  report  stated 
that  the  value  of  the  property  and  huai- 
nes.s  of  the  company  as  of  Jan.  1, 
1921,  employed  for  the  public  conveni- 
ence, was  found  to  be  $126,000,000.  A 
summary  of  the  various  elemenLs  used 
^in  arriving  at  the  final  figure  is  given 


in  the  accompanying  table: 

The  Public  Sendee  Commission  in  de- 
ciding an  application  of  this  company 
for  higher  fores  disregarded  the  figure 
presented  by  the  Valution  Commission. 
In  the  testimony  before  the  commis.sion 
regarding  the  value  of  the  property  the 
witness  producecl  by  the  engineering 
firm  is  reported  to  have  admitted  that 
this  valuation  represented  neither  pre- 
wnr  costs  nor  present-day  costs,  but  was 
an  estimate  which  the  witness  had  made 
as  to  what  was  the  value  of  the  prop- 
erty by  projecting  in  the  prewar  costs 
an  undefined  .sum  to  represent  present- 
day  costs.  A very  complicated  and  mys- 
tcriou.s  estimate  of  value.  The  reasons 
for  this  complication,  it  seems  to  ‘he 
writer,  are  twofold. 

(1)  An  utter  lack  of  appreciation,  by 

regulating  bodies,  of  the  great  in- 
crea.re  in  the  cost  of  capital  and  the 
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Valuation  Combinations 


(1)  Reproduction  rust  new  of  property  us  a going  concem  based 

upon  prices  of  labor  and  material  a.«  of  Sept.  1,  1020 $180,489,660 

(2)  Repro<luction  co-it  new  of  the  property  a.'  a going  concem 

basiKl  upon  average  prewai  prices  for  labor  and  material...  88,816JIS7 

(3)  Cost-  of  the  property  as  a going  concern,  built  up  from  the 

aclunl  expenditures  of  the  company  as  revealed  by  its  rec- 
ords. Jn  other  words,  historical  coUs ...  119,16l),263 

(4)  -Average  per  cent,  condition  of  the  physical  property 80  per  cent. 

(.I)  Accrued  depreciation  of  the  physical  property  based  upon 

prices  for  labor  and  material  as  of  Sept.  1,  1920 3.3,646,737 

(6)  Accrued  depreciation  of  the  physical  property  based  upon 

average  prewar  prices  for  labor  and  material 14,922,144 

17)  Operating  efficiency  of  the  physical  property  and  organiza- 
tion  86  per  cent. 

(■S)  Minimum  value  of  power  lease  based  upon  prices  for  labor 

and  material  as  of  Sept.  1,  1920 19,149,000 

(9)  Minimum  value  of  power  lease  based  upon  average  prewar 

pricc.s  for  labor  and  material 11,194,000 

(10)  Working  capital 3,380,000 

(11)  .Superseded  property  representing  unamortized  cost  of  prop- 
erty discarded  due  to  obsolescence  or  inadequacy 4,701,943 

(12)  Reproduction  cost  of  property  not  used  in  operation  basetl 

upon  prices  for  labor  and  material  as  of  SepL  1,  1920  645,593 


difficulty  in  attracting  capital  to  pub- 
lic utility  invesements.  Almost  with- 
out exception  the  regulating  bodies 
have  continued  to  allow  as  a fair  re- 
turn. on  the  value  of  the  property,  the 
old  rates  established  prior  to  war- 
time conditions  of  from  6 per  cent, 
to  8 per  cent.  It  seems  very  clear, 
therefore,  th?t  with  these  conditions  it 
has  been  necessary  for  the  companies 
to  establish  as  high  a value  for  the 
property  as  possible,  so  as  to  maintain 
income  at  a figure  which  will  peimit 
them  to  operate.  Hence  the  claims  for 
reproduction  values  at  high  prices  and 
the  squirming  and  twisting  to  estab- 
lish their  claims. 

(2)  It  is  to  be  regretted  in  many 
cases  that  engineers  doin^  appraisal 
work  complicate  the  situation  by  pre- 
senting so  many  estimates  of  value  for 
the  same  property.  Is  the  situation  as 
complex  as  some  presentations  make 

Undue  emphasis  in  the  past  in  fixing 
the  allowed  earning  power  has  been 
placed  upon  the  value  of  the  property. 
It  cannot  be  denied  that  in  many  recent 
rate-fixing  cases  value  of  the  property 
has  received  very  little  consideration, 
and  the  ccntrolling  factor  has  been  to 
determine  the  highest  rate  collectable, 
which  would  yield  the  highest  net  return 
to  the  utility.  The  public  utility  indus- 
try has  always  called  for  constant  in- 
vestment of  now  capital.  This  feature 
of  the  business  may  reach  a point  where 
less  new  investment  is  required  each 
year,  but  if  so  students  of  the  situation 
do  not  predict  such  a development.  At 
the  present  date,  therefore,  the  control- 
ling factor  in  the  establishment  of  rate.s 
should  be  to  create  a condition  to  induce 
investor  to  provide  the  capital  for  ex- 
panding this  industry.  What,  then,  is 
the  purpose  of  fixing  a value  on  a public 
utility  properly  if  it  be  appraised,  .nnd 
what  is  the  proper  basis? 

IN  considering  the  first  part  of  this 
question, namely. the  purpose  of  fixing 
a value,  the  purpose  of  “ use  for  firring 
rates”  is  put  aside  as  not  applicable 
under  pi-esent  economic  conditions,  and 
the  sole  purpose  that  remains  is  that  of 
ascertaining  what  interest  the  owners  of 
the  various  classes  of  certifeate.s  of  own- 
ership, namely,  preferred  and  common 
stocks,  and  what  interest  the  creditors, 
namely,  the  bond  and  note  holders,  have 
in  the  property,  anti  equitably  to  estab- 
lish the  claim.s  of  these  owners  .md 
creditorv  lo  share  in  the  assets  and 
earning.^.  Having  determined  the  rela- 
tion between  the  value  of  the  property 
and  the  various  classe-s  of  creditors  and 
owners,  the  rate  of  return  necessary  to 
attract  new  creditors  and  owners  can  be 
very  closely  approximated. 

In  answering  the  second  part  of  the 
que.stion,  namely,  what  is  the  proper 


basis  upon  which  to  establish  a value, 
the  answer  can  be  leadily  established  by 
any  one  who  will  consider,  in  his  own 
individual  case,  the  difficulty  and  sacri- 
fice necessary  to  accumulate  capital; 
that  is,  to  save  money.  Every  one  can 
appreciate  that  it  requires  character  to 
save,  and  thrift  should  be  rewarded,  not 
penalized.  There  can  be  no  other  answer 
to  thi.s  question,  then,  except  that  the 
owners  and  creditors  of  the  property 
should  get  full  value  for  every  dollar 
which  they  have  accumulated  and  put  to 
work  in  the  property  for  the  benefit  of 
the  public.  If  the  property  has  been 
properly  maimainetl  and  is  giving  100 
per  cent,  service,  and  if  no  dividends 
have  been  paid  which  were  “ return  of 
capital,”  but  only  legitimate  and  proper 
dividends  representing  earnings  on  the 
full  investment,  then  there  should  be  no 
deduction  from  the  value  in  the  nature 
of  confiscation  under  the  nom  de  plume 
“ accrued  depreciation." 

The  proper  value  to  be  fixed  under 
these  conditions  would  be  the  actual 
capital  in  dollars  which  has  been  put  in; 
in  other  words,  the  historical  cost.  There 
are  difficulties  in  establishing  these 
values  on  account  of  the  loss  of  records, 
but  an  inventory  of  this  property  p>-ice<i 
as  of  the  time  of  its  construction,  for 
those  parts  of  the  property  for  which 
i-ecords  cannot  be  found  would  un- 
doubtedly fairly  repre.sent  the  sacrifice 
of  the  owners  of  the  property  at  the 
time  of  putting  in  the  capital. 

The  custom,  established  by  law  in 
many  States,  of  placing  a par  value 
upon  capital  stock  will  not  complicate 
the  equitable  fixing  of  relative  priority 
of  interest  among  the  security  holders, 
although  no  par  value  stock  would  sim- 
plify the  situation  and  be  much  easier 
to  adjust  to  new  conditions,  which  the 
fixing  of  a value  might  suggest  as  ad- 
visable. 

When  adequate  earnings  are  discussed 
it  is  assumed  that  these  earnings  are  to 
be  allowed  on  every  dollar  invested  in 
the  enterprise  and  at  work  in  the  .service 
of  the  public.  Then,  with  a proper  con- 
sideration of  the  market  cost  of  obtain- 
ing new  capital,  the  earnings  necessary 
for  continuing  the  business  in  a healthy 
state  can  be  determined.  This  rate  will 
change,  but  it  should  be  possible  to  es- 
tablish some  index  figure  which  might 
automatically  change  the  earning  al- 
lowance, say  at  six  months’  periods.  This' 
will  be  discussed.  Could  newspaper 
writers,  city  officials,  members  of  regu- 
latory commissions  and  judges  be  in- 
duced to  place  themselves  in  the  position 
of  the  owners  of  the  stock  or  bonds  of 


these  enterprises,  how  different  their  at- 
titude would  be.  If  members  of  a cer- 
tain class  of  agitator  are  honest  in  their 
oft  and  loudly  expressed  opinions  as  re- 
ported in  new.spaper  headlines,  “ Utility 
Grab  to  Continue,"  " Gas  CompanyV 
Trea-sury  Filled,"  Ac.,  why  do  they  nol 
come  into  the  market  and  become  parU 
ners  in  these  lucrative  forms  of  busine.ss 
by  purchasing  the  stock?  If  members  of 
regulatory  commissions,  in  fixing  earn- 
ing power,  would  place  thein-selves  in  the 
I'O.-iition  of  a prospective  investor  and 
then  fix  the  earning  power  on  a basis 
which  would  induce  them  to  place  their 
own  saving.s  in  the  stocks  or  bonU.s  of 
the  company  under  consideration,  the 
problem  would  be  near  its  proper  solu- 

If  the  earning  rate  on  an  investment 
Ls  fixed  by  a regulating  commission  and 
not  changed  when  the  co.st  of  capital  in- 
creases, capital  will  not  be  drawn  into 
the  industry  because  stockholders  anil 
creditors  will  not  receive  larger  divi- 
dends or  interest  to  compensate  them  for 
the  loss  in  the  purchasing  power  of  the 
dollars  paid  in  dividends  and  interest. 
With  bonds  and  preferred  stock,  the  re- 
turn is  a fixed  amount,  so  that,  as  the 
cost  of  capital  increase.«,  the  market 
value  of  these  securiliac  decrea.ses  until 
they  yield  approximately  the  market  rate 
for  capital.  For  instance,  take  the  case 
of  a 5 per  cent  bond  having  a life  of 
twenty  years  to  maturity.  Securities  of 
this  class  yield  in  the  present  market 
about  7.5  per  cent.  The  market  value 
of  the  bond  would  be  74.31  per  cent  of 
par,  to  yield  the  market  rate.  A pre- 
ferred stock  might  sell  at  $70  a .-bare 
with  a $7  dividend  annually. 

The  injustice  of  this  situation  is  ap- 
parent. Assume  for  example  a hypo- 
thetical company  with  invested  capital 
of  $100,000,  the  contribution  of  capital 
to  the  enterprise  represented  by  the  fol- 
lowing percentages:  50  per  cent,  bonds, 
5 per  cent,  interest;  20  per  cent,  preferred 
stock,  7 per  cenL  dividend,  and  30  per 
cent,  common  stock  paying  8 per  cent, 
dividend.  It  would  make  no  difference 
whether  the  stocks  had  par  value  pro- 
lided  that  the  shares  had  been  issued  in 
proportion  to  the  contribution  of  each 
class  of  security  holder.  The  market 
value  of  the  securities  of  the  company 
we  have  assumed  would,  at  this  time, 
be  about  $72,000,  while  tbe  owners  of 
these  securities  actually  would  have  In- 
vested in  the  property  $100,000.  The 
only  way  to  correct  this  situation  would 
be  to  allow  a rate  of  return  on  the  in- 
vestment in  the  property  commensurate 
with  the  market  rate  for  this  cla&s  of 
investment,  and  then  pay  such  a rate  on 
the  various  clas-ses  of  securities  as  would 
maintain  them  at  a value  equal  to  the 
amount  which  the  owners  had  placed  in 
the  property. 

The  difficulties  of  adjusting  a situa- 
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tion  such  as  this  are  many.  Custom  and 
the  amount  of  educational  work  neces- 
sary to  change  the  foim  of  mortgage 
bonds  to  bonds  bearing  a variable  in- 
terest rate  would  require  many  years' 
work.  With  the  conditions  facing  ua, 
perhaps  all  that  can  now  be  accomplished 
would  be  for  regulating  authorities  to 
allow  a rate  of  return  on  the  in\csU*d 
capital  equal  to  the  market  rate  for  cap- 
ital invested  with  a corresponding  risk. 
The  corporation  could  use  its  earnings 
above  the  fixed  payments  required  on 
its  bonds  and  prefened  stock  for  rein- 
vestment in  the  property  to  provide  ad- 
ditional margin  of  safety  for  its  securi- 
ties. Better  .<1111.  bonds  and  preferred 
stock  could  be  issued  with  participating 
privileges.  They  would  bear  a fixed 
minimum  inc^rest  and  divt'ic-nd  rate  and 
would  participate  in  higher  di'^barse- 
ments  as  the  dollar  carai.igs  e.xcoeded 
certain  fixed  limits. 

WH/  T will  constitute  sufficient  earn- 
ings to  maintain  securities  at  a 
market  value  near  par  and  what  will  at- 
tract new  capita]  to  the  enterprise?  The 
present  measure  of  the  required  earning* 
on  public  utilities  securities  to  give  a 
sound  credit  rating  arc  as  follows: 

Bond  interest,  2 times  earned. 
Preferred  dividends,  plus  bond  in- 
terest, together  1.75  times  earned. 
Common  dividends,  2 times  earned. 

If  the  securitie.s  of  the  hypothetical 
company  heretofore  assumed  wer?  pay- 
ing as  shown — bonds  6 per  cent.,  pre- 
ferred stock  S7  per  share  per  annum, 
common  .stock  $8  per  share  per  annum, 
the  invested  capital  must  make  earnings 
of  8.7  per  cent,  to  give  the  issues  a 
proper  credit  standing,  according  to  the 
measures  above  assumed.  These  earn- 
ings, however,  would  not  maintain  the 
securities  at  a market  value  equal  to  the 
actual  capiul  invested  in  the  property. 
The  bonds  would  have  to  receive  7.5  per 
cent.,  the  preferred  stock  SIO  per  share 
per  annum,  and  the  common  stock  $11.50 
per  share  per  annum  under  present  mar- 
ket conditions  to  bring  about  the  desired 
result.  This.  then,  would  call  for  a re- 
turn equal  to  12.69  per  cent,  on  the  cap- 
ital invested  in  the  property. 

To  state  the  foregoing  more  clearly, 
the  method  of  arriving  at  these  figures 
may  be  illu.strated: 

Column  I,  below,  represents  the  pro- 
portionate interest  which  the  bondhold- 
ers, preferred  and  common  stockholders 
have  in  the  invested  capital.  Column  2 
represents  the  percentage  to  be  earned 
on  the  property  Inve.stment  in  order  that 
the  interest  and  dividend  payments  may 
be  earned,  with  no  allowance  for  any 
margin  over  actual  requirements. 

(11  (2) 
50'(  bonds,  5 per  cant  interest.  2.Sr'f 
preferred  stock,  $7  per 
share  ^nuat  dividends..  1.4^ 
30'A  common  stock,  $8  per  share 


annual  dividends. 2.04% 

100%  6.3% 


A study  of  public  utility  securities  in- 
dicates a proper  measure  for  determin- 
ing the  proper  credit  rating.  Investors 
demand  as  a margin  of  safety:  Bond  in- 


terest 2 times  earned;  preferred  divi- 
dends, plus  bond  interest,  together  1,76 
times  earned,  and  common  dividend  2 
times  earned. 

The  following  equations  give  the 
method  of  estimating  the  earnings  on 
the  amount  invested  in  the  property 
necessary  to  give  these  credit  ratings: 
Let  X equal  earnings  required,  b bond  in- 
terest requirement,.p  preferred  dividend 
requirement,  and  c common  dividend  re- 
quirement. 

If  2b  ' 1 T6  (b  + p),  then  x — (b  -|-  p) 
1.76  (b-fp),  then  X — 2b  = 2c,  or  x = 
= 2c,  or  X = 2c  -I-  (b  -1-  p) , and  if  2b  » 
2b  + 2e. 


In  the  case  under  consideration  2b 
is  less  than  1.75  times  b + p,  but  in  the 
majority  of  cases  it  is  probable  that  the 
reverse  would  he  true. 

The  accompanying  table  shows  the 
method  of  estimating  the  percentage  re- 
quired to  be  earned  on  the  capital  in- 
k'vsted  ro  as  to  maintain  the  securities 
.it  a market  value  commensurate  with  the 
capital  investment  they  icp.escnt. 

Column  1 represents  the  app.oximate 
market  values  wh.ch  these  securities 
would  have  at  the  prusenl  time  paying 
the  interest  and  dividend  rates  sapulalcd 
in  Oilumn  4. 

Column  2 represents  the  proportionate 
iiiterest  which  the  bondhcldbi-s,  preferred 
uid  common  stockholders  have  in  the  in- 
vested capital. 

Column  3 lep, agents  Ihe  market  value 
of  the  pioporkionato  interest  which  tJie 
iMiidholdeis  aud  preforr  d and  lommon 
cWkhoiders  would  have  in  the  invest  .. 
capital.  The  total  market  value  of  the 
securities  v.ould  be  72.15  per  cent,  of  the 
rclual  capi  al  invest  d,  or,  if  the  capital 
invested  was  $100,000,  outstanding  se 
curities  at  market  would  bring  only 
$72,150,  piovided  the  interest  and  divi- 
dend rates  were  those  mentioned  in 
Column  4.  _ 

Column  5 represents  the  yield  at  mar- 
ket va*ue  on  the  various  classes  of  capi- 
tal sccuritie.<i  paying  the  rates  of  interest 
and  dividends  mentioned  in  column  4. 

Column  6 repre'^ents  the  percentage 
to  be  earned  on  the  property  investment 
to  erver  the  yield  at  market  values  on 
the  bond.s  and  stocks  without  any  mar- 
gin beyond  actual  requirements,  equal 
to  the  percentages  of  column  5 men- 
tioned in  column  2. 

IT  may  be  said  that  while  the  rate  of 
return  12.59  per  cent,  on  the  property 
investment  is  satisfactory,  under  present 
conditions,  with  the  varying  .cost  of  capi- 
tal, a different  figure  would  have  to  be 
fixed  within  possibly  three  or  six 
months.  White  this  is  true,  the  figure 
for  rate  of  return  could  be  adjusted 
every  three  or  six  months  by  the  us<*  of 
index  figures,  the  average  yield  on 
twenty  representative  public  utility 
bonds  being  taken  as  an  index  figure  for 
public  utility  bond  yield  and  simitar 
average  figures  for  preferred  stock  and 
common  stock  yields.  As  illustrating 
this  point  the  average  figure  for  yield 
on  twenty  public  utility  bonds  on  Jan.  1, 
1917,  was  5.37  per  cent  compared  with 
a yield  of  7.29  per  cent,  on  the  same 
bonds  on  May  15,  1921. 

How  far  the  amendment  to  the  Inter- 
state Commerce  act,  which  provides  (hat 
the  rate  of  return  on  property  invoat- 
ment  in  railroad.s  ahall  be  limited  to 
per  cent.,  or  in  special  cases  to  6 per 
cent.,  falls  short  of  actual  conditions 
which  the  foregoing  indicates,  can  be 


seen.  It  sirould  be  apparent  from  this 
that,  under  present  conditions  of  high 
cost  of  capital,  new  capital  Ls  not  going 
to  flow  readily  into  the  railroad  indus- 
try. 

The  argument  advanced  in  the  past 
that  public  utility  and  railroad  busine.ss 
being  more  or  lc.ss  of  a monopolistic 
character  and  not  subject  to  the  hazards 
of  competitive  forms  of  enterprise,  and, 
fiirtliemoTO,  being  practically  a.ssurod  of 
a fixed  rate  of  return,  could  attract  capi- 
tal at  a lower  rate  than  other  form  of 
industrj'i  is  yet  to  proven  under  ac- 
tual conditions.  Public  utility  and  rail- 
road enterprises  are  far  from  being 


arsured  of  a fixed  rate  of  return,  .and 
they  are  subject  to  hazards  of  good  and 
bad  management,  the  same  as  any  cihcr 
enterprise,  and  in  the  case  of  the  rail- 
road.s, particularly  at  this  time,  the  rate 
of  return  is  only  about  2 per  cent,  or  3 
per  cent  on  the  inve.stcd  capital. 

A very  great  problem  is  pre.'cnted  in 
keeping  the  proportion  of  capitalization 
of  the  various  security  holders  at  the 
proper  ratio.  A company  can  continue 
to  raise  new  capital  through  the  sale  of 
bonds  up  to  a cei-tain  point,  and  then  it 
can  raise  additional  capital  through  the 
sale  of  preferred  stock,  but  a point  is 
ultimately  reached  when  additional  capi- 
tal must  be  put  in  by  common  stock- 
holders or  elise  the  financial  structure 
becomes  top  heavy,  and,  in  case  of  poor 
business,  a receivership  might  result. 

In  the  matter  of  depreciation  dtscus- 
.sion  has  run  to  great  length.  The  ques- 
tion involves  what  i.s  the  proper  sum  to 
allow  for  depreciation  and.  while  this 
question  has  never  been  settled,  the  dis- 
cu.ssion  goes  on  and  attempts  to  decide 
the  proper  method  of  computing  and 


providing  for  depreciation,  before  arriv- 
ing at  u .settlement  of  how  much  to  pro- 
vide. The  discussion  of  the  latter  ques- 
tion gets  down  to  the  fine  point  of  dis- 
cussing whether  depreciation  be  com- 
puted on  a straight-line  basis  or  a .sink- 
ing-fund basis.  In  view  of  the  unsettle.- 
ment  of  the  main  points  this  seems 
rather  an  idle  discussion.  An  attempt 
is  made,  in  many  instances,  to  draw  n 
fine  line  between  items  which  are  so- 
called  maintenance  and  so-called  depre- 
ciation, and  the  point  for  drawing  this 
line  is  varied  from  year  to  year.  It 
seems  impossible  to  consider  the  sub- 
jects of  maintenance  and  depreciation 
separately.  Certainly  the  two  items  arc 
proper  cost  items  which  the  customers 
of  the  enterprise  must  pay  in  order  that 
the  property  be  kept  in  first-class  con- 
dition and  capable  of  rendering  100  per 
cent,  service. 

Would  it  not  simplify  the  matter  to 
handle  muintenanco  and  depreciation 
through  one  account,  charging  the  opar- 
ating  expojiscs  during  a number  of 
years  with  a sum  sufficient  to  care  for 
current  maintenance  and  replacements 
as  well  a.s  provide  an  unexpended  balance 
which  could  be  credited  to  u reserve  ac- 
count? Should  maintenance  ami  re- 
placement charges  exceed  the  amount 
charged  against  income  the  reserve  ac- 
count could  be  drawTi  upon  to  make  up 
the  deficiency.  When  the  reserve  ac- 
count reached  a proileterminod  balance 
the  charges  against  income  for  mninte- 
nance  and  replacements  could  be  only 
that  amount  actually  expended  in  that 
month.  Thereafter  should  it  be  neces- 
sary to  replace  any  part  of  tlie  property 
the  re.-'crvo  account  could  be  chargeii 
with  the  excess.  Should  the  reserve  he 
depleted  below  the  predetermined  bal- 
ance the  charges  again.rt  income  could 
again  be  increased  above  actual  expendi- 
tures for  maintenance  and  replacements 
and  the  reserve  balance  again  be  brought 
to  its  proper  balance. 

These  consideration.H  of  the  three  in- 
torlockeil  public  utility  regulation  prob- 
lems are  submitted  with  the  firm  con- 
viction that  a recognition  of  their  jus- 
tice and  full  or  partial  adoption  would 
help  to  e.stablish  much  better  conditions 
in  the  industrj’.  fhey  are  submitted  also 
with  a full  understanding  of  the  difficul- 
ties which  must  be  overcome  to  have 
regulatory  authoritic.s  and  the  public  rec- 
ognize the  requirements  of  the  busineM. 


How  to  Compute  Earning  Requirements 


74,31%...  60% 
$70shaie..  20'’« 

$70 share..  30%  21.( 


(3)  (4)  (6)  (6) 

37.16'';  bonds  5 per  cent,  interest 7.5%  3.75% 

’ ‘.(W'  < preferred  .stock  $7  per  share  annual . . 10  % 2.00% 

(in'-  common  stock  $8  per  shore  annual..  11. 4%  3.42% 
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Petroleum 


and  World  Politics 


:^IIMIIIIIIIIIIIIIIIIIiniliP?HE  important  part 
^ J played  by 

Ty  basal  mineral  re* 
H sources,  in  relation 
M not  only  to  industry 
H and  trade  but  to  the 
H world  problems  of 
I diplomacy  and  war, 
coming  to  be 
clearly  understood. 
Elsewhere,*  in  a discussion  of  the  history 
and  trend  of  industrial  development 
among  the  greater  powers,  I have  at* 
•tempted  to  draw  certain  broad  conclu* 
sions  as  to  future  possibilities  in  those 
lines,  based  upon  our  present  knowledge 
of  the  geographic  distribution  of  such 
resources  as  coal,  iron  ore  and  other 
basal  raw  materials  of  modem  industry. 


In  the  present  paper  there  is  an  at- 
tempt, along  similar  lines,  to  state  the 
deductions  that  seem  to  be  justified  by 
our  present  knowledge  of  the  occurrence 
and  distribution  of  petroleum  reserves. 
In  doing  this  no  new  or  original  esti- 
mates of  such  reserves  are  presented;  1 
am  merely  making  use,  for  convenience, 
of  the  estimates  prepared  and  published 
by  Messrs.  \Vhitc  and  Stebinger  of  the 
United  States  Geological  SuiNey  a year 
or  so  ago.  While  these  are  undoubtedly 
subject  to  criticism  in  detail,  they  repre- 
sent the  most  broadly  considered  at- 
tempt at  suoh  estimation,  und  because  of 
their  semi-official  character  they  may 
bo  accepted  as  being  at  least  uninflu- 
enced by  financial  or  other  local  intor- 
csts.  The  conclusions  drawn  from  these 
figures  ai-e  purely  personal. 

The  estimates  in  question  place  the 
total  probable  petroleum  reserves  of  the 
world  at  some  forty-three  thousand  mil- 
lions of  barrels,  equivalent  to  practically 
six  thousand  million  metric  tons.  There 
is,  of  course,  no  reason  to  attempt  too 
great  precision  in  stating  figures  of  this 
character  and  extent,  and,  in  the  present 
discussion,  round  figures  will  be  used  in 
all  cases. 

For  comparison  with  this  probable  oil 
reserve,  we  have  the  knowledge  that  in 
1920,  a year  of  record-breaking  output 
in  the  two  most  important  producing 
countrii,s  (the  United  States  and  Mex- 
ico), the  total  world  output  of  petroleum 
probably  reached  close  to  seven  hundred 
thousand  barrels,  or  almost  one  hundred 
thousand  metric  tons.  If  we  could  use 
such  figures  as  a basis  for  the  future,  it 
is  clear  that  the  probable  petroleum  re- 
serves of  the  world  would  last  just  about 
sixty  years.  This  seems  a fairly  long 
time,  but  it  is  infinitesimal  by  compari- 
son with  the  probable  duration  of  our 
known  coal  and  iron  ore  reserves,  esti- 
mated in  .similar  fa.«hion;  and  it  is  sub- 
ject, in  addition,  to  a very  serious  correc- 
tion, which  tends  still  further  to  shorten 
the  life  of  the  world's  oil  supply. 


The  corr-ection  arises  from  the  fact 
that  the  petroleum  consumption  of  the 
world  is  not  stationary,  but  is,  on  the 
contrary,  rapidly  increasing  from  year 
to  year.  The  following  summary,  pre- 
pared by  decade-s,  gives  point  to  this 
view  of  the  matter. 


1910 32T6  120 

1920  680.0  (est.)  108 

I have  purposely  excluded  from  the 
comparison  the  earlier  years  of  the  in- 
dustry, when  a still  more  rapid  growth 
was  shown;  but  the  record  of  the  past 
fifty  years  is  sufficient  to  point  out  the 
difnculties  in  the  way  of  locating  very 
e.xacUy  the  pi'ccise  date  of  exhaustion  of 
the  oil  supply.  All  that  we  can  say  on 
this  point  is  that,  given  a rate  of  growth 
in  consumptive  demand  such  ns  the  last 
fifty  years  have  shown,  we  must  provide 
for  an  average  increase  per  decade  of 
about  100  per  cent  This  would  in  turn 
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FIGURE  1. 

Petroleum  Reserves,  Grouped  by  Continents 


imply  that  the  output  would  reach  the 
following  figures  by  the  years  noted: 

1920....  680  million  barrels  per  year 

1930 1,360  million  ^rrels 

1940 2,720  million  barrels 

1950 5,440  million  barrels 

But  obviously  we  would  never  reach 
the  year  1950  on  this  basis;  the  total 
world  reserve  of  oil,  on  this  scale  of  in- 
crease, would  have  been  exhausted 
around  the  year  1943.  It  is  upon  calcu- 
lations such  as  these  that  the  rapid  and 
total  exhaustion  of  the  world's  oil  sup- 
ply is  predicted  at  intervals. 

Now,  this  method  of  calculation  is 
open  to  only  one  serious  criticism,  and 
it  is  indu.strial,  not  technical,  in  its  scope 
and  application.  It  is  very  likely,  indeed, 
that  demand  for  oil  will  increase  In 
somewhat  the  ratio  that  has  been  as- 
sumed above;  it  is  very  unlikely,  indeed, 
that  there  will  be  an  effective  demand 
for  natural  oils,  increasing  at  that  ratio; 
because,  obviously  enough,  if  we  try  to 
satisfy  this  increa.<e<l  demand  by  natural 
petroleum,  prices  will  soon  rise  to  a pro- 
hibitive point.  What  will  happen  is  that 
year  after  year,  as  natural  oils  become 


a little  more  difficult  to  obtain  and  a 
little  more  expensive  to  use,  a slightly 
increasing  portion  of  the  demand  for 
them  will  have  to  be  satisfied  by  substi- 
tutes of  one  sort  or  another.  We  will  not 
run  out  of  petroleum  by  1943,  but  we 
will  use  it  more  carefully,  and  run  many 
machines  and  processes  on  alcohol  or  on 
coal  products  rather  than  on  petroleum 
products. 

The  absolute  exhaustion  of  petroleum 
reserves  is,  therefore,  not  a matter  of 
prime  importance,  except  to  the  imme- 
diate financial  interests  involved;  for  it 
will  come  about  gradually  and  the  miss- 
ing product  will  find  a substitute  in  time. 
But  the  relative  exhaustion  of  one  field 
or  country  as  compared  with  another  is 
a question  of  far  differeat  type  and  of 
far  greater  importance.  In  its  most  lim- 
ited form  it  involves  the  safety  or  the 
loss  of  grreat  investments;  in  its  broadest 
form  it  involves  questions  of  national 
safety  and  prosperity,  the  possibilities 
of  international  peace,  and  the  fortunes 
of  war.  Stated  briefly,  the  situation  is 
simply  this:  there  will  be  twenty  years 
or  so  during  which  petroleum  will  be  in 
increasing  demand  and  in  decreasing 


supply.  During  those  twenty  years  some 
fields  now  active  will  fall  into  exhaus- 
tion, while  others  now  undeveloped  will 
become  dominant,  anil  during  those 
twenty  years  there  will  be  some  nations 
which  will  have  tremendous  commercial 
and  military  advantages  over  others,  and 
there  will  also  be  some  very  great  shifts 
in  the  balance  of  power  so  far  as  this 
petroleum  control  is  coneerned.  A glance 
at  Figure  1,  which  is  based  upon  the 
White  - Stebinger  estimates  put  into 
graphic  form,  will  .serve  to  indicate  some 
of  these  possibilities. 
rpHE  first  impression  from  this  dia- 
gram  would  be,I  think.the  suggestion 
that  Asia  and  South  America  are  likely 
to  play  a more  prominent  part  in  future 
trade  and  political  affairs  than  they 
have  during  the  last  hundred  years  or 
so;  that  they  have  certain  relative  ad- 
vantages as  compared  with  Europe,  for 
example.  It  may  be  noted  that  this  con- 
clusion, so  far  as  Asia  is  concerned,  is 
more  than  substantiated  when  we  con- 
sider the  coal  supplies  of  that  continent; 
South  America,  on  the  other  hand,  falls 
off  sharply  in  importance  as  soon  as  we 
begin  to  think  in  terms  of  coal  tonnage. 
But  the  Asiatic  position  is  clear,  and  any 
changes  that  might  reasonably  be  made 
in  my  diagram  would  serve  only  to 
strengthen  that  conclusion.  For  exam- 
ple, the  oil  reserves  in  the  Caspian 
region  have  all  been  credited  to  Europe; 
they  might  just  os  well  have  been  cred- 
ited, in  large  part  at  least,  to  Asia.  And 
the  petroleum  reserves  of  the  Dutch  East 
Indies  and  adjoining  areas  have  been 
placed  under  the  head  of  Oceaniea;  they 
are  in  reality  much  more  closely  allied  - 
to  the  Asiatic  reserve,  and  might,  with 
equal  propriety,  have  been  placed  there. 
If  these  two  changes  were  introduced  wc 
would  end  by  crediting  Asia  with  some 
fifteen  thou-'and  million  barrels  of  pe- 
troleum in  her  underground  reserves,  by 
far  the  greatest  tonnage  of  any  conti- 

But  the  arrangement  of  the  reserve 
figures  by  continents  does  not  bring  out, 
in  most  striking  form,  their  real  impli- 
cations as  to  the  future  of  national 
power  in  either  commerce  or  war.  That 
is  best  accomplished  if  we  regroup  the 
data  in  another  fashion,  so  as  to  give 
some  idea  of  the  mass-control  over  this 
important  natural  rc.'ource.  When  this 
is  done,  as  in  Figure  2,  the  suggestions 
as  to  the  future  are  pretty  obvious. 

In  this  second  diagram  there  are  sev- 
eral points  requiring  explanation.  For 
example,  the  British  and  Dutch  holdings 
have  been  combined,  for  geographic  os 
well  as  financial  rea.sons;  the  group  thus 
formed  include*  the  estimated  reserves 
of  Egypt,  Canada.  Persia,  Mesopotamia, 
the  Dutch  East  Indic.s  and  Burma.  The 
second  column  needs  no  comment;  it  in- 
cludes merely  the  oil  estimated  to  exist 
In  our  own  territory.  The  third  column 
groups  together  the  estimated  oil  re- 
sources of  Japan,  Eastern  Siberia,  For- 
mosa and  China;  it  is  a normal  political 
grouping.  The  tourth  Includes  the  oils 
of  the  Caspian  region  and  those  of  Ru- 
mania and  Galicia  (Poland);  it  is  the 
Slavonic  group  of  ofl  resoarcea.  The 
fourth  includes  the  oils  of  South  Amer- 
ica and  Mexico. 

The  grouping  corresponds  to  the  com- 
mercial and  military  probabilities  of  the 
near  future  and,  as  such,  will  repay 
study  from  other  than  a purely  financial 
viewpoint  It  suggests  immediately  that, 
in  war  as  in  peace,  we  cannot  possibly 
make  too  great  sacrifices  for  the  unques- 
tioned control  of  the  Caribbean.  And  it 
brin^  out.  even  more  strikingly  than 
does  Figure  I,  the  painful  fact  that  there 
are  a number  of  important  countries— 
among  which  we  might  name  Prance, 
Gennany,  Italy  and  the  Scandinavian 
group — which  play  no  part  whatever  in 
the  petroleum  control  of  the  worid;  they 
can  aid  in  oO  devdopment  by  investing 
their  money  so  oil  companies,  but  such 
ownership  would  disappear  overnight  in 
case  of  war,  and  it  gives  no  really  effee- 


FIGURE  2. 

Petroleum  Reserves  of  the  l^orW,  Grouped 
According  to  National  Control 
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live  control  Some  of  the  conse<iuenccs 
may  be  suinrested  by  comparison  of  the 
relative  status  of  the  countries  rich  in 
oil  and  those  poor  in  that  resource. 

We  can  see,  at  the  outset,  that  there 
is  not  only  this  difference  in  status  be- 
tween countrie.s  rich  in  oil  and  those 
which  have  little  or  no  petroleum  sup- 
plies; but  that  there  are  differences  be- 
tween rivo  classes  of  the  oil-rich  coun- 
tries themselves.  This  arises  from  the 
fact  that  the  mere  possession  of  a petro- 
leum field  docs  not  oeces.sarily  enrich 
the  country  that  owns  it;  there  are  other 
thirty  to  be  considered. 

If  a lai^  oil  field  is  found  in  a coun- 
tty  that  is  poor  and  thinly  settled,  the 
chances  are  very  great  that  the  develop- 
ment of  the  field  will  be  carried  on  by 
foreign  capital,  and  that  the  bulk  of  the 
oil  produced  will  have  to  be  exported  for 
refining  and  utilization  elsewhere  in  a 
better  market.  The  producing  countiy 
in  .such  a en.-e  gains  but  a small  fraction 
of  the  total  utility — and  the  total  prof- 
its—of  its  oil.  There  will  be  a certain 
number  of  native  laborers  employed; 
there  will  be  a certain  income  to  the 
Government  or  to  individuals  from 
leases;  there  may  be  an  income  to  the 
government  frem  an  export  tax;  but  the 
mere  fact  that  we  are  considering  the 
case  of  a poor  and  thinly  settled  country 
puts  limits  upon  even  those  sources  of 
revenue.  The  laborers  will  get  better 
pay  than  usual  in  that  country — but  even 
at  the  be.st  they  will  not  be  paid  like 
similar  laborers  m England  or  here;  the 
leases  uill  certainly  not  run  on  the  same 
basis  as  in  Oklahoma,  and  an  export  tax 
may  end  in  retaliation 

The  oil  fields  of  a rich  industrial  coun- 
try. on  the  other  hand,  produce  far  more 
wealth  for  the  countiy  at  large;  because 
there  are  not  only  the  profits  made  by 
the  actual  production  of  crude  petroleum, 
but  there  are  the  refining  profits,  and 
there  is  the  advantage  given  to  other 
industn&i  in  the  way  of  obtaining  larger 
supplies  of  fuel  and  lubricants.  And.  in 
the  case  of  a rich  country,  all  of  these 
operations  and  industries  will  be  carried 
out  not  merely  by  the  use  of  native 
labor,  but  by  the  employment  of  native 
capital.  The  cumulative  effect  of  a 
large  oil  production  is.  therefore,  very 
great  in  a rich  industrial  country. 

Of  the  five  groups  .shown  on  Diagram 
2 a.s  possessing,  taken  together,  practi- 
cally all  the  probable  oil  resources  of  the 


world,  tlirec  gioups  are  powerful  indus- 
trially. while  two  are  unimpoitant  from 
tliat  standpoint  Ihc  oil  pioduced  in 
area.s  controlled  by  America,  England 
and  Japan  will  be  used,  in  laige  part, 
for  the  industries  of  those  three  nations, 
but  the  oil  produced  in  the  Slavonic 
countrie.s  of  Europe  and  Asia,  and  in  the 
Latin  American  countric-s,  is  an  entirely 
different  matter;  it  will,  in  any  case,  be 
chiefly  exported  to  better  markets;  it 
will,  in  any  case,  be  developed  by  foreign 
capital.  Tlicse  two  largo  groups  of  oil 
deposits,  making  up  together  more  than 
half  the  future  oil  supply  of  the  world, 
are,  therefore,  prizes  held  up  for  the 
competition,  peaceful  or  othciivise,  of  the 
great  industrial  nations.  It  will  be  a 
competition  not  primarily  between  com- 
peting corporations,  but  between  com- 
peting nations,  and  it  will  inevitably 
grow  more  bitter  as,  year  after  year,  the 
steadily  increasing  demand  presses 
haider  and  harder  against  the  limited 
supply. 

T T i.s  worth  nothing,  also,  tliut  in  sharp 
contradistinction  to  the  oil-rich  coun- 
trie.s that  have  been  discussed,  there  are 
a very  targe  number  of  countries  indeed 
that  are  very  poor  or  entirely  lacking  in 
petroleum  resources.  ^Vhat  gives  import- 
ance to  this  condition  i.s  the  fact  that 
among  this  large  group  of  oil-poor  coun- 
tries there  are  a certain  number  which 
are  of  either  present  or  historic  import- 
ance as  world  powers.  We  may  note,  for 
e.xample,  that  France,  Spain,  Italy,  the 
Scandinavian  group,  Germany,  Austria — 
all  these  have  little  or  no  petroleum  at 
their  dispo.sal. 

Now.  in  the  last  century  we  have  had 
ample  opportunity  to  see  what  happens 
to  a countrj’  which  is  lacking  in  coal — it 
is  simply  bled  to -death  in  paying,  by  the 
crude  products  of  its  agriculture,  its 
mines,  for  the  manufactured  products  of 
the  coal-rich  countn'es.  So.  in  future,  we 
are  likely  to  see  a somewhat  similar  re- 
sult, though,  of  course,  on  not  so  great  a 
scale.  Tho  countne.s  poor  in  oil  will  pay 
rather  dearly  to  get  it. 

Financially,  of  course,  this  disadvan- 
tage may  be  in  part  redre.<sed,  for  the 
surplus  capital  of  an  oil-poor  country 
may  be  di\erted  profitably  into  invest- 
ments in  oil-rich  region.s.  The  French 
have  already  gone  a long  way  in  this  di- 
rection, and  there  have,  for  many  years, 
been  heavy  French  investments  in  the 
oil  industries,  not  only  of  Russia,  Ru- 


mania and  Poland,  but  Ic.ss  directly  in 
those  of  the  United  States,  Mexico  and 
tlio  Dutch  Indies,  But,  though  capital 
invested  in  Oiis  way  help.s  the  investing 
country  in  time  of  peace,  it  becomes  a 
dead  loss  in  time  of  wnr.  and  even  in 
time  of  nominal  pence  foreign  inve.st- 
ments  may  be  tax«xt  disproportionately 
and  thus  rendered  unprofitable. 

A final  effect,  on  n country  compelled 
to  buy  its  oil  from  foreign  .sources,  is  one 
to  which  attention  has  already  been 
drawn.  It  is  that,  since  the  supply  of 
oil  is  furnished  by  foreign  companies, 
the  citizens  of  the  oil-poor  country  may 
be  forced  to  pay  exorbitant  prices  for  it, 
without  being  able  to  got  government 
protection  from  tho  extortion.  Obviously 
no  government  action  can  do  much  in 
such  a case;  for  any  threat  at  regulation 
will  be  mot  by  a counter-threat  of  non- 
supply. There  is,  therefore,  a definite 
petroleum  problem  set  for  solution  be- 
fore the  citizens  ami  the  governments  of 
the  countries  which,  because  of  their  ad- 
vanced industrial  development,  need  oil 
supplies,  but  which  arc  so  unfortunate 
as  to  have  to  buy  all  of  them  from  Ui9 
foreigner.  So  far  this  difficulty  has  not 
been  met  in  its  most  extreme  form,  be- 
cause there  hn.s  been  at  intervals  more 
or  less  competition  between  the  two  or 
three  really  great  oil  companies  of  the 
world,  it  is  not,  however,  necessary  to 
a.ssume  that  such  competition  will  al- 
ways continue.  Experience  in  the  other 
great  industries  of  the  world  seems  to 
indicate,  on  the  contrary,  that  the  ^riod 
of  extreme  competition  does  not  much 
outJu.st  a certain  stage  in  the  development 
of  an  indu.stry.  It  persists  so  long  ns 
there  are  a laige  number  of  competitors; 
it  cease.s  when  the  matter  is  reduced  to 
competition  between  a handful  of  large 
and  well  equipped  companies  or  groups. 
rpURNlNG  from  these  more  general 
phases  of  the  subject,  there  are 
conclusions  which  seem  justified  by  our 
present  knowledge  of  tho  relation  be- 
tween oil  supply  and  oil  consumption. 
Some  of  these,  it  will  be  seen,  affect  the 
pocketbook  of  the  individual;  others  will 
affect  the  activities  and  the  finances  of 
corporations;  still  others  will,  in  time, 
influence  the  prosperity  and  the  policy 
of  nations.  Differing  in  the.se  re.spect.s 
they  aU  agree  in  that  they  seem  to  be 
ineritable  results  of  a knoum  natural 
condition.  Put  into  definite  form,  these 
immediate  consequences  of  the  oil-re- 


serve situation  may  be  briefly  summa- 
rized ns  follows; 

1.  If  the  demand  for  oil  increases  in 
future  at  Ihe  same  rate  as  in  the  past, 
the  petroleum  supply  of  the  world  will 
be  exhausted  in  twenty  years.  In 
reality  such  prompt  eJdiauation  will 
not  occur;  it  will  be  delayed  by  two 
factors — the  increasing  price  of  oil 
and  the  use  of  substitutes. 

2.  Though  large  reserves  still  exist 
untouched,  it  i.s  unlikely  that  these  can 
be  developed  at  a rate  to  keep  up  with 
the  increase  in  demand.  Oil  prices  will 
fall  off  temporarily  in  future,  in  con- 
cordance with  business  depressions; 
but  the  general  trend  of  petroleum 
prices  will  be  upward  thereafter. 

3.  Since  the  bulk  of  our  known  re- 
serves is  heavy  or  low-grade  petro- 
leum, and  since  few  new  discoveries 
of  high-grade  oil.s  have  been  made  in 
the  la-st  ten  years,  the  strain  due  to 
increased  demand  will  show  itself  first 
in  the  light  oils  and  in  their  refined 
products.  Fuel  oils  will  lag  behind  as 
prices  ri.se. 

4.  The  oil  ficld.s  within  the  United 
States  will  iMt  for  many  yeaii»,  but 
they  are  not  likely  to  increase  produc- 
tiveness sufficiently  to  keep  up  with 
demand.  The  oil  supplies  on  which  tho 
United  Statc.s  will  have  to  rely  chiefly 
in  future  aie  located  in  territoiy  which 
la  not,  as  yet,  in  our  political  control. 

6.  The  first  duty  of  our  navy  in  time 
of  war  will  be  to  secure  the  Caribbean. 
The  firat  duty  of  our  expeditionary 
force  will  be  to  furnish  protection  to 
the  oil  fields  of  this  extra-territorial 
region. 

6.  The  probable  petroleum  ro'crve 
of  the  Caspian  region  i.s  sufficiently 
large  to  be  the  most  important  card 
left  in  the  homLs  of  the  Soviet  Gov- 
ernment. Since  this  supply  does  not 
need  a naval  force  for  its  protection  or 
for  transport,  it  is  entirely  probable 
that  its  financial  control  will  be  sought 
bv  some  oil-poor  country  of  Conti- 
nental Europe. 

7.  Countries  with  adei^uate  commer- 
cial fleets  and  navies  will  look  rather 
to  the  three  South  American  zones— 
the  north  coast,  the  west  coast  and  the 
•■soiithca.st  coa«t — all  of  which  have  im- 
mense petroleum  reserves.  The  pres- 
sure, there  and  elsewhere,  will  be  in- 
creased year  hy  vear.  and  the  financial 
and  commercial  rivalry  may  at  times 
have  important  political  and  military 
results. 

To  sum  up  tho  matter  there  are  cer- 
tain natural  factors  at  work  which  will 
have  important  results,  not  merely  on 
the  future  of  the  oil  industry,  but  on  the 
peace  and  pro.sperity  of  the  nations  at 
large.  It  would  be  foolish  to  exaggerate 
the  conditions  and  the  possible  conse- 
quences; but  it  will  be  still  more  silly  to 
ignore  them  entirely. 


..  Jur  travels  throufi 
the  Central  We.st  and  tl 
Great  Plains  States  yc 
are  constantly  struck  wit 
the  small  amount  of  lar 
actually  under  cultivatio 
compared  with  that  lyin 
idle  and  not  devoted  i 
any  dLscernible  purpos 
not  even  pastures  ar 
-ou  arc  all  the  more  in 
pressed  if  you  have  recently  read  one  < 
those  numerous  article.s  by  economis 
which  tell  of  the  actually  valuable  lar 
being  taken  up  and  that  what  remaii 
is  of  inferior  quality  in  fertility,  all  < 
which  is  supposed  to  have  a direct  bea 
ing  upon  the  future  .■•upply  of  food  i 
this  country. 

The  answer  that  I got  from  the  tillei 
of  the  soil  to  this-  apparent  anomal 
stated  in  a few  word.s  the  farming  prol 
lem  a.s  it  exists  today.  If,  in  the  Stai 
of  Missouri,  only  79  per  cent  is  in  farm 
and  of  this  farm  area  only  about  50  p< 
cent,  is  under  actual  cultivation,  the  rcj 
son  is  that  there  is  no  inducement  as 
business  proposition  to  have  it  otherwis 
The  problem  of  the  farmer  is  not  i 
much  an  incrca.se  io  production  as  fine 
ing  an  adequate  and  remunerative  ma 
kel  for  what  he  already  grows.  It 
perfectly  true  that  farm  labor  is  .scare 
but  it  is  equally  true,  even  with  tl 
labor  situation  as  it  is,  that  the  fanru 
can  produce  moie  stuff  today  than  1 
can  sell. 

When  it  takes  two  bushels  of  com  i 


Out  on  the  Farms 

By  Archer  Wall  Douglas 


buy  a qiiart  of  ice  cream  in  a confec- 
tionery store,  the  thought  of  the  farmer 
naturally  turns  to  the  problem  of  how 
the  price  of  that  bu.«hel  of  com  can  be 
raised,  especially  when  it  now  repre- 
sents a loss  in  the  cost  of  production. 
You  do  not  have  to  be  long  in  one  of 
those  little  towns  who.se  bu.siness  prac- 
tically depends  upon  the  prosperity  of  ’ 
the  farming  community  to  realize  how 
the  entire  atmosphere  is  permeated  with 
the  agricultural  outlook  and  its  prob- 
lems. The  daily  grain  and  live  stock 
markets  are  the  measure  of  trade  and 
its  likelihoods,  and  the  flood  of  financial 
and  economic  news  that  crowds  the 
pages  of  the  press  in  the  great  cities, 
along  with  the  ever-changing  kaleido- 
scope of  European  complications,  seems 
afar  off,  unreal,  and  without  relation  to 
those  homely,  yet  vital,  problems  which 
encompass  you.  however  conscious  you 
may  be  as  to  their  intimate  connection. 
With  price.i  of  grains  declining  and  with 
the  figure.s  of  live  stock  at  their  pres'nt 
low  ebb.  you  wonder  that  business  is  as 
good  a.s  It  is  and  that  the  retailera  have 
Ihe  volume  of  trade  that  they  have,  if 
you  compare  it  with  the  actual  purchas- 
ing power  of  the  farmer  today,  and  not 
with  the  war  nor  pre-war  conditions, 
with  which  comparisons  are  impossible, 
and  a.s  “ odorous  ” as  Mrs.  Malaprop  de- 
clared them  to  be. 


The  answer  is  that  there  are  farmers 
who  have  money,  and  that  there  are 
farmers  who  have  cre<lit,  and  that  Ihis 
is  not  the  first  time  they  have  experi- 
enced a crisis,  and  they  expect  to  find  a 
solution,  just  as  they  have  done  in  the 
part.  Only  this  time  they  are  more 
deadly  in  earnest  than  ever  before  to 
have  thi.s  .solution  of  permanent  nature 
and  not  a mere  makeshift  to  gloss  over 
the  innate  seriousness  of  the  matter. 

You  cannot  help  peiceiving  for  your- 
self Ihc  fundamental  moment  of  the 
problem  as  relates  to  agriculture  as  a 
business,  and  so  you  come  to  have  scant 
patience  ^vith  those  rosy  and  popular 
forecasts  of  early  arriving  prosperity 
coming  as  a faint  echo  from  the  distant 
East  because,  forsooth,  .-ome  industry  is 
employing  more  men,  or  turning  out 
more  goods,  when  you  know  in  your 
heart  that  it  is  not  »o  and  will  not  be  so 
until  agriculture  come.s  into  its  own. 
Also  you  realize  that  an  improvement  in 
business  over  what  ha.H  been,  and  which 
holds  out  a reasonable  promise  of  con- 
tinuance, is  more  nearly  a reality,  and 
sufficient  unto  the  day  is  the  encourage- 
ment thereof.  You  also  discover  how 
many  little  towns  have  cast  anchors  to 
windward  in  the  form  of  local  indus- 
tries, and  how  it  is  the  waking  dream  of 
every  local  commercial  club  to  bring  a 
factory  to  the  town  as  a source  of  reve- 


nue to  its  inliabitants.  Then  there  are 
many  coal  mines  and  they  e.xpoct  to  be 
very  bu.sy  from  now  on  and  to  keep 
many  little  towns  alive  this  Winter, 
which  every  one  expects  to  be  cold  and 
long  drawn  out. 

When  1 cros.sed  Mason  and  Dixon's 
line  I found  at  once  the  solution  in  ac- 
tual practice  of  the  agricultural  prob- 
lem, and  what  will  be  the  portion  of  the 
grain  regions  if  prices  of  corn,  wheat, 
oats  and  live  stock  go  to  figures  that 
yield  the  farmer  a reasonable  profit.  The 
.selling  prices  of  cotton,  the  barometer 
of  business  activity  in  tho  South,  have 
.so  advanced  that  business  sentiment  and 
prospects  have  been  completely  trans- 
formed. A yield  of  cotton  in  what  ap- 
pears to  be  a rea.sonabic  proportion  to 
actual  needs  for  the  coming  twelve- 
months started  buying  immediately,  gave 
promise  of  the  discharge  of  obligations 
carried  over  from  the  past  season,  and 
infused  new  hope  and  courage  into  a 
people  who  had  practically  abandoned 
hope  until  another  harvest  came  around. 
Most  important  of  all,  the  pre.sent  out- 
linea  clear  the  path  to  enduring  succe.ss 
in  the  future  when  the  necessary  limita- 
tion of  cotton  acreage  must  be  accom- 
panied by  permanent  continuance  of  that 
crop  diversification  which  already  has 
such  firm  hold  upon  agriculture  in  the 
South.  Everyone  believes  that  tho  high 
prices  of  cotton  have  come  to  stay  until 
another  harve.st,  and  that,  con;‘equently, 
their  troubles  are  over  and  their  wel- 
fare a.ssured. 
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concluded  hearings  on  the  wool  sche<tule 
of  the  permanent  Tariff  bill,  and  took 
up  consideration  of  tariff  on  live  stock 
and  poultry. 

A favorable  report  was  ordered  by  the 
Senate  Committee  on  Territories  of  the 
House  bill  appropriating  $4,000,000  ad- 
ditional for  the  completion  of  the  Gov- 
ernment raijroad  in  Alaska. 

During  consideration  of  the  Revenue 
bill  in  the  Senate  several  proposals  for 
a bonus  for  veterans  of  the  World  War 
were  brought  forward  and  defeated.  This 
action  appears  to  forecast  a situation 
where  no  bonus  legislation  will  be  adopt- 


ed by  the  Senate,  at  least  for  some  time 

A unanimous  consent  agreement  was 
rq^ched  without  debate  in  the  Senate  for 
a vote  on  the  .conference  report  on  the 
Anti-Beer  bill  at  noon  on  Nov.  18. 

The  creation  of  a Federal  Court  of  In- 
ternal Revenue  Appeals  was  provided  for 
in  a bill  submitted  by  Senator  Pomerene 
of  Ohio,  who  told  the  Senate  that  there 
were  more  than  4,000,000  tax  appeals 
last  year. 

The  Senate  adopted  a resolution  call- 
ing upon  the  Interstate  Commerce  Com- 
mission for  copies  of  all  agreements  en- 


tered into  between  American  railroad.s 
ond  foreign  steamship  companies. 

Several  large  trade  associations  urged 
Senator  Penrose  of  the  Finance  Com- 
mittee to  set  aside  the  committee’s  de- 
cision to  establish  the  American  plan 
of  valuing  imported  products  pending 
further  hearings,  holding  that  the  plan 
would  increase  prices. 

Senator  Calder  reported  for  the  Con- 
tingent Committee  of  the  Senate  the  res- 
olution unanimously  reported  from  the 
Judiciary  Committee  for  investigation  of 
alleged  lobby  activities  of  the  dye  indus- 
try in  influencing  legislation.  Authority 


to  subpoena  witnesses,  send  for  persons 
and  papers  and  administer  oaths  was 
eliminated. 

Under  a bill  introduced  by  Chairman 
Jones  of  the  Senate  Commerce  Commit- 
tee. all  ships  sailing  under  a foreign  flag 
and  entering  American  ports  or  clearing 
therefrom  would  require  a permit  from 
the  United  States  Shipping  Board. 

It  was  reported  at  the  Capitol  that 
Congress  would  be  asked  to  appropriate 
$10,000,000  for  the  enforcement  of  pro- 
hibition during  the  next  fiscal  year.  This 
would  be  an  increase  of  $2,600,000  over 
the  current  appropriation. 


Special  Correspondoiee  of  The  Annalul. 

TORONTO.  Nov.  12. 

A LTHOUGH  accuracy  of  a dispatch 
from  New  York  announcing  that  the 
Dominion  Government  contemplated 
floating  a $300,000,000  loan  in  the  United 
State.4  in  the  immediate  future  has  been 
officially  denied  by  the  Minister  of 
Finance,  it  has,  nevertheless,  excited  con- 
siderable discussion  in  respect  to  the 
financial  necessities  of  the  Federal  au- 
thorities. One  thing  is  certain:  before 
the  close  of  1922  the  Government  will 
have  to  arrange  for  the  retirement  of 
bonds  amounting  in  the  aggregate  to 
$200,000,000,  while  some  authorities  are 
of  the  opinion,  in  view  of  the  probable 
substantial  deficit  of  revenue  as  com- 
pared with  expenditures  and  the  neces- 
sity of  provision  for  other  financial  re- 
quirements. that  the  the  Minister  of 
Finance  will  have  to  borrow  somewhere 
in  the  neighborhood  of  $400,000,000  in 
the  fi.scal  year  1922-23.  As  far  as  bor- 
rowing for  the  liquidation  of  the  $200,- 
000,000  falling  due  late  next  year  is  con- 
cerned, an  agitation  has  already  been 
started  in  favor  of  the  proposed  issue 
being  floated  iir  Canada-  and-  not  in  the 
United  States.  "On  pure  economic 
grounds,  having  regard  to  the  state  of 
exchange,  it  b not  desirable  to  borrow 
further  in  the  United  States,"  contends 
one  leading  daily  newspaper.  “ The  in- 
terest on  the  money  raised  in  that  coun- 
try during  the  last  few  years  already 
rcache.s  a great  sum,  which  is  and  may 
continue  long  to  be  an  important  factor 
in  retarding  a return  to  parity  of  ex- 
change." Banking  authorities  estimate 
total  annual  intere.st  charges  payable  by 
Canada  in  the  United  States  at  approxi- 
mately $145,000,000. 

Recent  flotations  by  the-Provinees  and 
the  larger  cities  of  Canada  appear,  for 
the  time  being,  to  have  satisfied  their 
financial  necessities,  while  the  largest 
municipal  issue  of  the  week  is  that  of 
the  County  of  York,  amounting  to  $345,- 
579,  which  was  sold  to  the  Dominion  Se- 
curities Corporation  on  a 6.47  per  cent, 
basis.  Canada  Steamship  Lines  is  of- 
fering for  public  subscription  $3,609^00 
serial  7 per  cent,  first  mortgage  collat- 
eral bonds,  maturing  from  1924  to  1931. 
It  was  the  original  intention  to  float  the 
issue  in  London,  but  the  company  was 
deterred  from  doing  so  by  the  condition 
of  the  exchange  market.  Arrangementa 
have  just  been  completed  by  which  the 
municipality  of  Soissons,  France,  obtains 
a loan  of  $10,000,000  from  two  French- 
Canadian  banks — the  Municipal  Obliga- 
tions Corporation  and  the  Provincial 
Bank  of  Canada.  It  is  understood  the 
loan  extends  over  a period  of  six  or 
eight  years,  and  that  it  will  be  divided 
among  other  Canadian  banks. 

The  local  bond  market  has  been  more 
active  during  the  lost  week  than  for  some 
time  past.  One  reason  for  this  i.s  the 
larger  purchases  which  are  being  made 
by  insurance  and  other  financial  insti- 
tutions. Another  is  that  the  investing 
public,  os  a result  of  the  November  divi- 
dend and  interest  payments,  has  availa- 
ble for  further  inve.stmcnt  a fre.sh  sup- 
ply of  cash.  The  amount  paid  out  in  in- 
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terest  and  dividends  in  the  first  week  of 
November  is  estimated  at  about  $30,000,- 
000.  Victory  bonds  of  the  longer  matu- 
rity have  made  substantial  advances  in 
the  last  week. 

Recent  reductions  in  interest  rates  in 
the  United'  States  and  Great  Biitain  so 
far  have  had  practically  no  other  effect 
in  Canada  than  the  creation  of  an  easier 
tone,  and  the  hope  that  cheaper  money 
wiU  be  obtainable  when  the  banks  have 
provided  funds  for  moving  the  bulk  of 
the  crop.  In  the  meantime  the  situation 
scarcely  warrants  it,  the  Government 
statement  for  September  showing  that, 
while  total  savings  deposits  with  the 
chartered  banks  of  the  Dominion  de- 
clined in  the  month  by  more  than  $9,000,- 
000,  the  commeraial  loans  increased  by 
more  than  $13,000,000.  The  proportion  of 
commercial  loans  to  total  deposits  wa.° 
nearly  69  per  cent,,  again.st  67.86  pr  - 
cent,  in  August. 

A MONG  the  annual  financial  state- 
ments  issued  this  week  the  one  out- 
standing interest  was  that  of  the  Good- 
year Tire  and  Rubber  Company  of  Can- 
ada  for  the  fiscal  year  ended  Sept  30- 
Early  in  the  year,  largely  as  a result  of 
the  troubles  experienced  by  the  parent 
concern  at  Akron,  Ohio,  the  company  s 
financial  position  was  for  a short  time 
somewhat  precarious.  That  the  manage- 
ment has  since  succeeded  in  pulling  the 
company  out  of  the  hole  is  evident  from 
the  statement  just  issued.  Between  June 
30  and  Sept  30  quick  liabilities  were  re- 
duced by  $777,346,  largely  due  to  the 
wiping  out  of  an  indebtedness  of  $675,- 
388  to  the  banks.  Net  profits  during  the 
last  three  months  of  the  year  amounted 
to  $200^28,  while  the  cash  balances 
were  raised  during  the  twelve  months 
from  $209,045  to  $870,275.  The  company 
has  no  bonded  indebtedness,  and  its  as- 
sets are  entirely  free  from  mortgages, 
liens  or  assignments  of  any  kind.  A fa- 
vorable showing  is  made  by  the  Winni- 
peg Electric  Company  for  the  nine 
months  ended  Sept  30,  gross  earnings 
Inereasjng  by  $263,310,  operating  ex- 
penses and  taxes  by  $186,235,  interest 
and  fixed  charges  decreasing  by  $29,458, 
and  net  income  increasing  by  $106,533. 
A .statement  of  the  Canadian  Connecticut 
Cotton  Company  covering  a two-year  pe- 
riod shows  profits  of  $626,632,  which, 
with  surplus  at  organization,  gives  a bal- 
ance of  $1,737,753.  After  paying  $566,- 
834  in  dividends  a balance  of  $1,170,910 
was  carried  into  the  surplus  account 
Molsons  Bank  had  profits  for  the  fiscal 
year  ended  in  September  of  $752,389,  a 
..decrease  of  $70,319.  Compared  with  out- 
standing capital  the  net  was  equivalent 
to  16.80  per  cent  While  there  was  a 
decline  of  $331,737  in  the  balance  at 
credit  of  profit  and  loss,  an  addition  of 
$500,000  was  made  to  contingent  reserve. 

The  British  Empire  Steel  Corporation 
has  at  last  definitely  landed  for  its  mill 
at  Sydney,  N.  S.,  the  20,000-ton  order 
for  steel  rails  from  the  Canadian  Na- 
tional Railways.  This  makes  a total  of 
40,000  tons  which  the  latter  has  ordered 
in  the  last  few  weeks,  the  other  20,000 
tons  being  placed  with  the  Algoma  Steel 
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Corporation,  Sault  Ste.  Marie,  Ontario, 
which  already  bad  on  hand  a substantial 
order  from  the  Canadian  Pacific  Rail- 
road. Although  orders  for  steel  are  still 
of  a hand-to-mouth  character  the  tone 
of  the  market  is  g^dually  improving, 
more  confidence  obtains  in  respect  to 
prices,  and  the  general  opinion  at  the 
mills  is  that  the  situation  is  much  better 
on  the  whole  than  it  was  a year  ago. 
Wages  are  gradually  being  readjusted, 
the  British  Empire  Steel  Corporation 
having  just  put  into  force  its  third  re- 
duction since  the  beginning  of  the  year. 

The  affairs  of  the  Riordon  Pulp  and 
Paper  Company  were  again  brought 
into  the  limelight  this  week  by  one  of 
the  Quebec  candidates  for  Parliament 
demanding  on  investigation  as  to  why 
the  Government  had  accepted  promissory 
notes  in  payment  of  taxes  instead  of  the 
real  cash.  On  Nov.  16  the  creditors  of 


the  company  will  hold  a meeting  in 
Montreal  to  consider  the  question  of  an 
extension  for  a year,  requested  by  the 
President,  and  the  following  day  there 
will  be  a joint  meeting  of  creditors  and 
representatives  of  the  company.  In  the 
meantime  the  company's  mill  at  Kip- 
awa,  which  w.os  started  up  a week  or 
two  ago  in  order  to  work  off  the  raw 
material  on  hand,  is  said  to  be  operating 
successfully,  production  steadily  increas- 
ing. The  pulp  and  paper  industry  in  gen- 
eral, and  particularly  since  tbe  threat- 
ened railway  strike  in  the  United  States 
was  avoided,  is  reported  to  be  experi- 
encing increased  production. 

The  Dominion  Government  has  finally 
decided  not  to  put  into  effect  the  Cus- 
toms act  passed  at  the  la.st  session  of 
Parliament  requiring  all  goods  entering 
Canada  to  be  stamped  with  the  name  of 
the  country  of  origin. 
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Arms  Conference 


Results  Surpass  Expectations 


Special  Correspondenee  of  The  Annalist 
WASHINGTON,  Nov.  19. 

I B VELOPMENTS 
me  with  such 

Db  startling  rapidity  at 
I the  International 
S'  Conference  for  the 
S Limitation  of  Ar- 
9 maments,  during 
the  week,  that  even 
those  who  rank  as 
experts  in  the  prob- 
lems involved  were  hard  put  to  estimate 
the  full  benefits  which  the  nations  would 
derive  by  a successful  conclusion  of  the 
ambitiou.s  movement  toward  a world 
millennium. 

Unless  the  conference  strikes  a snag 
in  the  private  sessions — and  the  atmos- 
phere of  the  conference  still  remains 
hopeful — the  advancement  in  the  direc- 
tion of  a situation  where  taxes  of  all 
peoples  of  the  world  will  be  lowered  and 
international  trade  conditions  bettered, 
will  be  a substantial  one  ^indeed. 

At  this  time  the  accomplishment  of  a 
heavy  reduction  in  naval  armaments, 
with  the  consequent  saving  of  hundreds 
of  millions  of  dollars  to  the  taxpayers, 
and  the  formulation  of  an  agreement 
that  would  make  for  a new  era  of  trade 
relations  in  the  Far  East  and  aid  in  the 
economic  and  political  rehabilitation  of 
China,  seems  probable. 

Certainly  more  definite  progress  in 
that  direction  has  been  made  than  even 
the  most  optimistic  supporters  of  the  con- 
ference idea  were  prepared  to  predict 
before  Secretary  Hughes  dropped  his 
bombshell  into  the  flrst  plenary  session. 
Optimism  was  redoubled  when  the 
Chinese  followed  up  the  spectacular  move 
of  Mr.  Hughes  by  presenting  the  funda- 
mental principlc.s  of  a proposal  dealing 
with  China’s  position  in  regard  to  Par 
Eastern  and  Pacific  problems,  advocating 
the  open-door  policy,  the  abandonment, 
wherever  possible,  of  special  privileges, 
and,  in  effect,  temporary  international 
.supervision  of  her  affairs. 

The  representatives  of  financial  and  in- 
dustrial interests,  who  have  been  inclined 
to  view  the  deliberations  of  the  interna- 
tional conference  ,with  skepticism  and  to 
go  about  the  management  of  their  af- 
fairs with  little  regard  for  what  might 
be  happening  in  Washington  arc  now 
taking  an  entirely  different  view  of  the 
developments  and  are  prepared  to  admit 
that  something  may,  after  all,  come  of 
the  conference  which  mil  have  a distinct 
bearing  on  the  rehabilitation  of  the 
world.  The  opening  sessions  have  pro- 
vided so  much  of  proipise  that  the  reac- 
tion already  has  been  felt  in  financial 
circles,  and  interest  in  what  may  trans- 
pire from  this  time  is  becoming  daily 
more  pronounced. 

One  of  tho  most  encouraging  features 
of  the  early  conference  .sessions  has  been 
Che  full  publicity  given  to  proposals 
made  in  regard  to  limitation  of  naval 
armaments,  and  the  Pacific  and  Far 
Eastern  problems.  The  frankness  of  the 
discussions  has  added  to  the  hopes  of 
those  who  believe  that  a world  wearied 
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by  war  will  at  last  find  some  common 
ground  ,for  peaceful  settlement  of  these 
perplexing  problems.  The  proposal  by 
Mr.  Hughes  for  a limitation  of  naval 
armaments  on  a scale  which  would  pat 
an  end  to  the  danger  of  aggressive  naval 
warfare  in  the  future  was  presented  at 
a public  session,  and  it  was  at  a second 
public  se.ssioD  that  the  British  and  Japa- 
nese leaders  made  their  replies,  accept- 
ing the  American  proposal  in  principle, 
and  making  practically  certain  an  agree- 
ment which  would  cut  the  navies  of  the 
major  powers  to  the  bone. 

Many  writers,  who  were  as  much  sur- 
prised as  the  average  onlooker  by  t .e 
boldness  of  the  move  made  by  T r. 
Hughes,  predicted  that,  when  the  even 
more  intricate  and  delicate  problems 
dealing  with  the  Pacific  and  Far  East 
were  considered,  the  desirability  of  pub- 
licity would  be  forgotten.  But  this  was 
not  the  case.  Instead,  when  the  Chinese 
presented  a statement  outlining  their 
position,  it  was  given  out  textually  to  the 
press,  although  it  was  submitted  to  the 
delegates  at  a private  session.  The  Jap- 
anese made  it  known,  also,  that  they 
would  accept  the  principle  laid  down, 
and  the  possibility  for  a discussion  on 
a basis  which  was  unknown  at  the  Paris 
Peace  Conference  was  created. 

"DOTH  of  these  great  questions  were 
TJ  placed  openly  before  the  people  of 
the  world,  so  that  they  might  play  their 
part  and  “ sit  in  ” in  judging  the  merits 
of  the  case.  There  is  every  reason  to  be- 
lieve that  the  American  delegation  will 
continue  to  insist  upon  its  policy  of  com- 
prehensive publicity,  recognizing,  per- 
haps, that  the  best  interests  w'ould  not 
be  served  by  demanding  the  discussion  of 
^all  delicate  questions  in  public,  but  de- 
termined that  in  the  last  analysis  the 
facts  shall  be  made  known  if  the  success 
of  the  conference  is  threatened. 

Agreement  upon  the  limitation  of 
naval  armaments  and  the  Pacific  and 
Far  Eastern  questions,  it  is  generally 
conceded,  would  in  itself  provide  a step 
toward  the  adjustment  of  world  financial 
and  economic  conditions,  which  soon 
would  be  reflected  by  actual  benefits  to 
all  nations.  And  it  would,  further,  mark 
the  first  definite  progress  that  has  been 
made  in  finding  a solution  of  the  prob- 
lems left  unsettled  by  the  Paris  Peace 
Conference— the  aftermath  of  which  has 
brought  about  the  economic  wreckage  of 
a large  portion  of  the  world. 

Skeptics  who  said  first  that  a formula 
for  tho  limitation  of  naval  armaments 
was  impossible,  and  next  that  the  Pacific 
and  Par  Eastern  problems  would  baffle 
the  best  statesmanship  which  the  con- 
ference could  muster,  are  now  turning 
their  attention  to  the  question  of  the  re- 
duction of  land  armaments  and  are  find- 
ing a fertile  field  for  their  pens.  The.se 
skepfici’  found  largely  among  the 
foreign  representatives  and  correspon- 


dents who  came  here  saturated  with  the 
foreign  viewpoint.  They  were  frankly 
amazed  at  the  temerity  of  Mr.  Hughes 
in  publicly  proclaiming  America’s  pro- 
posal for  the  Limitation  of  naval  arma- 
ments on  the  opening  day  of  the  confer- 
thing  might  be  accomplished  after  all  in 
that  direction.  But  until  Wednesday 
they  were  skeptical  about  the  Far  East- 
ern and  Pacific  problems.  Then  the  pub- 
licity given  to  the  statement  of  the 
Chinese  and  the  acceptance  of  the  prin- 
ciples involved  by  Japan  afforded  an- 
other surprise.  It  is  admitted  generally 
now  that  there  is  a distinct  hope,  at  least, 
of  reaching  an  agreement  on  these  prob- 
lems which  will  put  an  end  to  the  sen- 
sationalist talk  of  war  with  Japan,  and 
help  to  calm  a fevered  and  distressed 

The  talk  of  the  skeptics  more  recently 
has  centred  largely  about  the  futility  of 
attempting  to  find  a solution  for  the 
problems  which  make  necessary  the 
maintenance  of  a great  army  by  France. 
This  problem,  which  has  aot  yet  been 
taken  up  in  detail  by  the  conference,  ad- 
mittedly is  a serious  one.  It  involves  the 
necessity  of  France  maintaining  a large 
armed  force  for  self-protection  against 
Germany  in  the  future,  as  well  as  for 
the  purpose  of  impressing  upon  Germany 
the  necessity  of  meeting  reparation  pay- 

French  statesmen  came  here  admitted- 
ly with  two  thoughts  uppermost  in  their 
minds:  The  desire  of  an  alliance  involv- 
ing Great  Britain,  America  and  France 
which  would,  in  effect,  guarantee  France 
against  invasion  by  German  forces  unless 
Germany  was  prepared  to  accept  Che 
combined  enmity  of  the  three  great  pow- 
ers; and,  second,  the  assistance  of 
America  in  bringing  about  a stabilization 
of  exchange  and  economic  rehabilitation 
of  Continental  Europe.  In  the  latter  de- 
sire French  statesmen  were  ably  sec- 
onded by  those  from  Italy,  and  British 
statesmen  were  at  least  sympathetic. 

The  moral  support  of  America — and  if 
possible  the  promise  of  physical  and 
financial  support — is,  in  fact,  desired  not 
only  by  the  Continental  European  coun- 
tries, but  by  China.  This  has  been  appar- 
ent from  the  first,  however  careful  the 
forngn  statesmen  have  been  in  their  con- 
versations, and  such  a situation  may  well 
have  a favorable  bearing  on  the  outcome 
of  the  deliberations. 

That  the  United  States  will  enter  an 
alliance  with  Great  Britain  and  France 
is  not  probable,  but  it  is  not  at  all  im- 
probable that  there  may  be  some  form  of 
association  of  nations — even  though  this 
association  may  have  no  more  phy.sical 
being  than  a provision  to  meet  at  fre- 
quent intervals  to  discuss  the  interna- 
tional questions  involved — which  would 
serve  the  purpose,  and  give  to  France 
sufficient  assurance  to  permit  of  partici- 
pation in  a move  to  reduce  armed 
foKes. 


There  would  be  no  reason  either  why 
such  an  association,  or  whatever  it  might 
be  termed,  could  not  take  up  considera- 
tion of  the  economic  and  financial  prob- 
lems which  affect  the  United  States  as 
well  as  the  European  and  Far  Eastern 
nations.  The  conference  on  the  limitation 
of  armaments  is  in  fact  such  an  assoda- 
tion,  although  merely  temporary  in  form, 
and  the  United  States  Congress  which 
greeted  its  assembling  with  favor  could 
scarcely  voice  objection  to  the  continu- 
ance of  an  association  born  of  the  con- 
ference which  would  supervise  its  find- 
ings. 

There  were,  in  the  proposal  made  by 
China  embodying  her  principles  for  the 
settlement  of  Far  Eastern  problems,  two 
significant  paragraphs.  They  read: 
Provision  is  to  be  made  for  the 
peaceful  settlement-  of  international 
disputes  in  the  Pacific  and  the  Far 
East 

Provision  is  to  be  made  for  future 
conferences  to  be  held  from  time  to 
time  for  the  discussion  of  international 

aucstioDs  relative  to  the  Pacific  and 
ie  Far  East  as. a b^is  for  the  deter- 
mination of  common  policies  of  the 
signatory  powers  in  relation  thereto. 
This  would  appear  to  provide,  in  ef- 
fect, for  an  international  supervision  of 
affairs  in  China  which  would  determine 
the  validity  of  special  privileges,  immu- 
nities and  commitments,  and  other  prob- 
lems which  have  served  to  disturb  the 
peaceful  relationship  between  the  Far 
East  and  other  nationalities.  China 
wants  most  of  all,  it  has  been  said,  to 
have  American  influence  present  when 
the  settlement  of  these  harassing  ques- 
tions is  under  consideration,  and  feels 
that  if  there  shall  be  such  future  con- 
ference the  United  States  will  play  a 
leading  part. 

IT  is  entirely  possible  that,  if  an  ef- 
fective agreement  is  reached  on  the 
Far  East  problems  and  the  limitation 
of  naval  armaments,  drastic  reduction  of 
the  land  forces  of  Continental  Europe 
will  not  be  demanded  immediately.  Some 
have  expressed  the  opinion  that  the  bet- 
terment of  economic  conditions  in  Europe 
which  an  agreement  on  naval  armaments 
and  Far  Eastern  questions  would  be  al- 
most certain  to  accelerate,  would  make 
for  a'  situation  in  the  relationship  of 
Geimany,  France,  Italy  and  Poland, 
where  the  present  land  forces  could 
gradually  be  reduced,  as  the  forerunner 
to  future  definite  commitments. 

These  phases  of  the  Washington  con- 
ference will  be  thrashed  out  when  the 
question  of  the  reduction  of  land  forces 
formally  is  brought  before  the  delegates- 
At  that  time  also,  the  delegates  ol 
France  and  Italy  are  hopeful  that  thi 
American  delegation  will  consent  to  a 
discussion  of  what  the  United  States 
may  be  willing  to  do  in  aiding  to  stabil- 
ize exchange  rates  and  hasten  economic 
rehabilitation. 

Anxious  inquiry  has  been  made  by 
some  foreign  delegates  concertiing  the 
action  which  the  United  States  proposes 
to  take  in  regard  to  a permanent  tariff 
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law.  One  arKument  matic  to  the  writer 
by  a representative  of  a foreign  nation 
was  that  knowledge  in  Europe  that  a 
general  tariff  wall  along  old  Republican 
protectionist  lines  would  not  be  raised 


would  give  a decided  impetii.a  to  indus- 
trial roNdval  and  tlic  appreciation  of  for- 
eign exchange. 

European  nations,  it  appears,  have 
been  fearful  of  the  adoption  by  the 


Ainericnn  Congress  of  a high  protection- 
ist 'tariff  bill  tliat  would  add  to  the  em- 
barrassment now  experienced  in  the  up- 
building of  international  commercial  re- 
lations. The  hope  has  been  expressed 


that  the  schedules  of  the  Underwood 
tariff  bill  will  not  he  increased,  and  that 
some,  in  fact,  may  bo  lowered  until  a 
trade  situation  more  nearly  approxi- 
mating normal  is  created. 


The  Legislative  Week 


in  Washington 


Spteial  Coircspondenee  of  The  Annalist 
WASHINGTON,  Nov.  19. 

A REQUEST  by  President  Harding 
that  the  maximum  surtax  on  in- 
comes be  fixed  at  40  per  cent  as  a com- 
promise was  ignored  by  the  House  of 
Representatives,  which  voted  201  to  173 
to  make  50  per  cent,  the  maximum.  Nine- 
ty-four Republicans  joined  with  the  Dem- 
ocrats in  refusing  President  Harding's 
request,  most  of  them  representing  States 
in  the  Middle  West  and  West 
The  Conference  for  Limitation  of  Ar- 
mament a.ssembled.  Secretary  Hughes 
presented  America's  proposal  for  the 
limitation  of  naval  armaments,  and 
China  presented  a statement  of  her  posi- 
tion in  regard  to  the  Pacific  and  Far 
Eastern  problems.  Committees  took  up 
the  consideration  of  details. 

Under  a resolution  by  Senator  King  of 
Utah  the  Na\-y  Department  would  be  di- 
rected and  required  to  stop  all  construc- 
tion on  battleships  and  battle  cruisers 
wherever  being  built;  to  cancel  all  con- 
tracts for  work  and  materials,  and  gen- 
erally to  cea.«e  all  operations  heretofore 
authorized  by  law  and  not  completed. 


President  Harding  formally  pro- 
claimed peace  between  the  United  States 
and  Germany.  Ellis  Loring  Drcsel  of 
Massachusetts  was  nominated  to  be 
Charge  d'Affoircs. 

Conferees  on  the  Tax  bill  agreed  to  the 
Senate  amendment  striking  from  tl)o 
measure  the  provision  under  which  for- 
eign traders  and  foreign  trade  corpora- 
tions would  have  been  exempt  from  taxa- 
tion on  their  net  income  derived  from 
sources  outside  of  the  United  States.. 

.An  inve.<itigation  of  the  Shipping 
Board,  proposed  in  a resolution  by  Sen- 
ator La  Follctte,  was  voted  down  by  the 
Commerce  Commission  by  a unanimous 
vote  on  the  ground  that  such  action  at 
this  time  was  “ unnecessary  and  unwar- 
ranted.” 

The  Judiciary  Commi.ssion  of  tl)o 
House  ordered  a favorable  report  on  the 
WaLsh  bill  creating  twenty-two  addition- 
al Federal  District  Judge.s.  A similar 
bill,  with  the  recommendation  of  Chief 
Justice  Taft  and  Attorney  General 
Daugherty,  is  pending  before  the  Senate 
Judiciary  Committee. 

House  and  Senate  conferees  on  the 


Tax  Revision  bill  agreed  to  the  elimina- 
tion of  the  Senate  amendment  giving 
Congress  authority  to  call  on  the  Treas- 
ury Department  for  income  tax  returns 
of  corporations  and  individual.s. 

Administration  leaders  in  the  Senate 
arc  endeavoring  to  obtain,  before  the  end 
of  the  present  so.ssion,  the  adoption  by 
that  body  of  the  legislation  for  the  exten- 
sion of  relief  to  the  railroads. 

The  Senate  adopted  the  House  bill  ex- 
tending from  throe  year.s  to  six  years 
the  operation  of  the  .statute  of  limita- 
tions with  rc.'spcct  to  criminal  conspira- 
cies and  attempts  to  defraud  the  Govern- 

The  Judiciary  Committee  of  the  Senate 
made  public  several  hundred  letters  com- 
prising corre.spondcnce  between  the  State 
and  Trea.sury  Departments  and  foreign 
Governments  in  connection  with  the  al- 
lied debts. 

Progress  on  the  permanent  Tariff  bill 
was  slowed  up,  and  the  opinion  was  ex- 
pressed in  several  quarters  that  a con- 
siderable period  would  clap.se  before  such 
legislation  would  be  enacted.  It  seems 


certain  tliat  there  will  bo  no  permanen 
tariff  law  until  after  Jan.  1,  1922,  ana 
that  its  adoption  might  be  put  off  in- 
definitely. 

Representatives  of  some  of  the  foreign 
powers  assembled  in  Washington  for  the 
Conference  for  Limitation  of  Arma- 
ment cxprcs.scd  relief  when  informed 
Umt  the  adoption  of  a high  tariff  meas- 
ure was  not  imminent.  The  general  be- 
lief cxprc.sscd  by  foreign  delegates  was 
that  a high  tariff  wall  would  end  the 
hope  of  rcstoi'ution  of  international  trade 
relations,  and  add  to  the  economic 
troubles  of  Europe. 

Senate  leaders  were  in  doubt  ns  to  the 
cour.se  which  would  be  followed  in  con- 
nection with  the  bill  for  the  refunding 
of  the  wartime  obligation.s  of  allied  na- 
tion.-i  held  by  the  United  State.s.  A bill 
providing  for  a commission  of  five,  which 
the  Administration  ha.s  agreed  to  accept 
n.s  a compromise,  has  been  adopted  by 
the  House.  However,  there  is  strong  op- 
position  in  the  Senate  again-st  giving  un- 
limited authority  even  to  a commission, 
and  the  legislation  may  be  held  up  until 
Uic  regular  session. 


The  Week  in  Canada 


special  Correspondenee  of  The  Annalist. 

TORONTO,  Nov.  19. 

There  has  been  some  shrinkage  in 
the  steel  trade  in  the  last  week. 
This  is  particularly  true  of  structural 
lines,  a condition  which,  owing  to  the  ad- 
vent of  colder  weather,  is  to  be  expected 
at  this  time  of  the  year.  Aside  from 
steel,  the  general  volume  of  business 
appears  to  be  very  well  maintained  at 
the  average  of  the  last  few  weeks. 

In  seasonable  lines,  wholesale  hard- 
ware houses  are  experiencing  an  im- 
provement in  business.  It  is  the  general 
opinion  among  hardwaremen  that  prices 
have  about  reached  the  point  of  stability, 
while,  as  far  as  Spring  lines  are  con- 
cerned. it  is  understood  that  an  arrange- 
ment has  been  made  whereby  dealers 
placing  orders  for  future  delivery  are 
assured  against  possible  declines  in  quo- 
tations. 

Leather  manufacturers  report  that  the 
last  week  witnessed  a marked  improve- 
ment in  the  volume  of  business,  while 
good  hides  are  scarce  and  tending  toward 

Further  improvement  in  the  lumber 
industry  of  British  Columbia  is  reported, 
largely  due  to  purchases  by  the  British 
Admiralty  and  the  appearance  of  the 
Canadian  Pacific  and  the  Canadian  Na- 
tional Railway  on  the  market  for  ties,  car 
siding,  flooring  and  roofing  materials 
for  bridges,  and  lumber  for  construction 
and  repairing  of  stations.  It  is  under- 
stood that  a systematic  effort  is  being 
made  to  have  this  railway  order  widely 
distributed  among  the  various  small  mills 
in  the  Province. 

New  life  has  been  imparted  to  the  sal- 
mon canning  industry  of  British  Colum- 
bia by  large  export  sales  from  the  heavy 
stocks  of  low-grade  goods  held  by  the 
packers.  This  is  reflected  in  the  official 
trade  returns,  exports  from  the  Dominion 
for  the  six  months  ended  September  be- 
ing 209,524  cases,  valued  at  $3,123,445, 
compared  with  118,134  cases  and  $2,- 
677,619,  respectively,  for  the  correspond- 
ing six  months  of  last  year. 

Ad  effort  is  being  made  by  some  of 
the  newsprint  mills  to  maintain  present 
prices  after  the  beginning  of  the  new 
year.  One  plan  is  that  the  price  shall  be 
fixed  by  three  or  four  mills  oUier  than 


the  mill  making  the  contract,  the  figure 
to  be  the  average  at  which  those  mills 
are  selling;  the  other  is  to  continue  into 
the  first  quarter  the  four-cenl  rate  fixed 
for  the  last  quarter  of  the  present  year, 
propaganda,  in  the  meantime,  to  be  car- 
ried on  to  the  effect  that  such  action 
would  be  warranted  by  an  alleged  ab- 
normal increase  in  the  demand.  It  is 
Eignificant,  however,  that  the  Secretary 
of  the  Canadian  Paper  Association  has 
issued  a statement  disapproving  of  both 
plans,  believing  that  either  would  be 
strenuously  opposed  by  publishers  in  the 
United  States.  “ In  my  opinion,”  he 
says,  “ publishers  should  not  sign  con- 
tracts for  next  year  at  this  time  by 
which  the  price  is  fixed  by  a combination 
of  milb  other  than  the  mill  making  the 
contract.  • • • It  is  impossible  for 

the  paper  manufacturers  to  hold  up  by 
any  artificial  means  or  by  any  propa- 
ganda the  four-cent  price  for  next  year.” 

T ARGE  orders  are  being  placed  by  the 

^ Toronto  Transportation  Commission, 
which,  in  September,  took  over  from  pri- 
vate ownership  the  local  street  railway 
system,  for  rails,  intersection-s,  cars  and 
electric  motors,  an  undertaking  neces- 
sary owing  to  the  general  worn-out  con- 
dition of  the  equipment  This  week,  the 
Provincial  Hydrtielectric  Commission  also 
has  placed  an  extensive  order  with  a 
Canadian  company  for  traction  equip- 
ment for  the  radial  car  systems  of  Wind- 
sor and  Guelph. 

The  grain  movement  in  Canada  con- 
tinues heavy.  Government  figures  just 
issued  show  that  for  the  week  ended  Oct 
29,  the  quantity  in  store  increased  by 
11,723,749  bushels,  bringing  the  total  up 
to  83,751,158  bushels,  as  against  48,- 
129,716  and  23,308,369  bushels  for  the 
corresponding  date  of  1920  and  1919. 
The  quantity  of  United  States  grain  in 
etore  in  Eastern  elevators  of  Canada 
was  7,835,456  bushels,  compared  with 
1,723,845  a year  ago.  Of  this  total,  5,- 
482,709  bushels  was  com.  The  week’s 
total  grain  shipments  by  rail  and  water 
were  36,959,851  bushels. 

The  apple  crop  of  Ontario  and  Quebec 
is  much  smaller  than  last  year.  How- 
ever, as  a result  of  large  gains  in  Brit- 
ish Columbia  and  Nova  Scotia,  the  Do- 
minion has  a bettor  yield  than  usual.  The 


total  yield  for  the  five  principal  produc- 
ing Provinces  i.s  estimated  at  3,337.200 
barrels.  Of  this  total,  1,009,000  barrels 
are  credited  to  British  Columbia,  1,- 
300,000  to  Nova  Scotia,  and  960,000  to 
Ontario.  But  the  centre  of  interest  is 
the  British  Columbia  crop,  which  shows 
an  increase  of  100  per  cent,  over  the 
previous  year  and  is  valued  at  $8,000,000. 
Only  within  the  last  decade  has  apple 
culture  in  the  Pacific  Province  assumed 
important  proportions. 

CANADA'S  merchandise  imports  from 
the  United  States  for  the  six  month.s 
ended  September  had  a value  of  $262,- 
731,180.  This  is  a decrease  of  $212.- 
551,142,  or  nearly  4414  per  cent.,  com- 
pared with  the  corresponding  period  of 
the  previous  year.  The  most  marked  de- 
crease was  in  iron  and  steel  and  their 
products,  the  value  being  but  $5.5,029,196. 
against  $130,928,648.  The  respective 
figures  for  some  of  the  other  principal 
imports  contributing  to  the  decrease 
were:  Cotton  and  products,  $13,130,085 
and  $39,923,270;  wood  and  wood  prod- 
ucts, $15,531,604  and  $27,451,589;  wool 
and  products,  $3,054,660  and  $7,792,661; 
chemicals  and  allied  products,  $7,836,261 
and  $16,367,481 ; paper  and  manufacture 
of,  $3,165,183  and  $6,573,094.  Coal  was 
among  the  principal  imported  articles 
showing  the  least  relative  decline,  the 
total  being  8,748,187  tons,  valued  at 
$42,710,644,  against  9,104,182  tons  and 
$48,759,066,  re.spcctively.  Notwithstand- 
ing this  marked  decline  in  the  trade,  the 
proportion  imported  from  tho  United 
States,  compared  with  that  from  all 
other  countries,  was  rather  larger  than 
for  the  corresponding  six  months  of  1920, 
the  percentage  being  69  against  66.66. 
Total  imports  from  all  countries  were 
valued  at  $378,731,365,  against  $713,- 
012,191  a year  ago,  a decrease  of  46.88 
per  cent.  The  decrease  in  the  imports 
from  the  United  Kingdom  was  relatively 
greater  than  in  the  ca.se  of  imports  from 
the  United  Statc.s,  the  former  having  a 
value  of  but  $54,503,243,  compared  with 
$130,853,370  for  the  first  six  months  of 
the  fiscal  year  1020,  a decline  of  about 
58  per  cent 

Although  several  new  bond  issues  were 
floated  last  week,  most  of  them  were  for 
small  amounts,  The  largest  was  that 


of  the  Island  of  Montreal,  amounting 
to  $1,250,000,  and  of  five-year  maturity, 
which  was  !:old  to  the  National  City 
Company  at  98.69.  St  Boniface,  a 
.suburb  of  Winnipeg,  sold  a $427,000  issue 
to  Miller  & Co.,  New  York,  which,  it  is 
understood,  will  be  offered  to  investors 
at  a price  yielding  614  per  cent  Nia- 
gara Falla,  Ont,  sold  $228,809  in  serial 
6 per  cent  bonds  to  Wood,  Gundy  & Co., 
Toronto,  at  91.67,  a basis  of  6.70  per 
cent.  The  only  other  reported  sale  run- 
ning into  six  figures  was  that  of  a 
$105,000  issue  of  ten-year  6 per  cent 
bonds  of  Three  Rivers,  Quebec,  which 
went  to  the  Royal  Securities  Corporation 
at  97.633.  It  is  understood  that  the 
Province  of  Ontario  is  again  negotiating 
for  the  sale  of  $15,000,000,  payable  in 
New  York.  The  Province  of  So.<ikatche- 
wan  also  is  calling  for  tenders  for 
$1,600,000  5V4  per  cent,  bonds,  payable 
in  New  York,  and  for  the  some  amount 
payable  in  Canada,  at  6 per  cent  The 
Pedlar  People,  Ltd.,  operating  a large 
manufacturing  plant  at  Oshawa,  Ont, 
arc  offering  through  a local  house  an 
issue  of  $500,000  first  mortgage  bonds 
at  par  and  yielding  8 per  cent  interest 
On  Nov.  21  tenders  close  for  $900,000 
Windsor  (Ont.)  bonds.  Tho  recent  $7,- 
690,000  bond  issue  of  the  Manitoba  Pow- 
er Company  is  being  offered  to  tho  publld 
at  100  and  accrued  interest.  The  issue 
is  7 per  cent,  sinking  fund  gold  bonds. 
Total  bond  issues  in  Canada  in  October 
amounted  to  $25,760,664,  against  $87,- 
103,717  for  the  previous  month.  Thi.s 
makes  a total  of  ^06,020,664  for  the  ten 
months. 

The  local  bond  market  has  developed 
further  activity  during  the  lost  week. 
This  i.s  particularly  true  of  Victory 
bonds  of  longer  maturity,  as  a result  of 
which  there  has  been  continued  appre- 
ciation in  price,  the  1937's  going  over  a 
point  above  par.  Since  artificial  sup- 
port was  withdrawn  in  November,  1920, 
and  the  issues  listed  on  the  Exchange,  the 
1937's  have  advanced  $3.30,  the  1934’s 
$3.60  and  the  1933's  $3.16.  A large  part 
of  the  buying  is  said  to  be  on  American 
account  end  by  business  concerns  seeking 
temporary  investment  for  surplus  funds. 
Municipal  and  provincial  issues  also  have 
appreciated  in  sympathy  with  tho  up- 
ward trend  in  Victories. 
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The  Relation  of  Foreign  Exchange  to  Currency 


~ ^ 


inn  th«  c 


HE  problem  of  for* 
cign  exchange  tends 
to  intrude  itself  with 
increasing  insistence. 
A clear  conception 
of  its  true  nature, 
therefore,  constantly 
grows  in  importance. 
In  nil  depurtmento 
of  .scientific  reason- 


from  nii.staking  n coincidence  for  u con- 
sc(|ucneo  or  cause.  We  observe  phenom- 
ena that  constantly  recur  in  juxtapo.ei- 
tion,  and  too  readily  ai^ume  thot  one  is 
the  cause  of  the  other,  while  more  fre- 
quently they  both  result  from  un  unn.s- 
certained  cause.  Occasion.-illy  they  have 
no  relation  whatever,  and  their  contem- 
poraneous appearance  is  merely  a re- 
markable coincidence. 


It  is  thus  with  gold  and  exchange. 
For  a very  long  period  the  value  of  cur- 
rency wu.s  explainable  by  reference  to 
gold  reserves,  until  it  came  to  be  assumed 
that  thi.s  explanation  satisfied  all  de- 
mands. The  disturbances  were  not  suf- 
ficient to  call  for  further  investigation. 
Such  discrepancies  as  wore  presented  did 
not  as.sume  sufficient  importance  to  sug- 
gest a flaw  in  the  reasoning.  So  long 
as  State  currency  bore  the  same  relation 
to  gold  a.s  merchants’  bills  of  exchange 
bore  to  their  merchandise  this  explana- 
tion sufficied.  But  us  soon  a.‘>  State.* 
went  into  the  business  of  floating  ac- 
commodation bills  the  cb.-ierved  relation- 
.ship  of  gold  to  currency  reveaU-d  un- 
usual discrcpancie.s,  and  fluctuations  in 
foreign  exchange  ceased  to  be  capable 
of  explanation  in  terms  of  gold  alone. 

For  the  purpose.^  of  this  discussion  the 
word  State  is  used  as  signifying  any  sov- 
ereign political  power  capable  of  unre- 
strainedly exercising  the  functions  of  is- 
suing currency  and  levying  taxes.  A 
State,  considered  economically,  may  thus 
be  an  ab.solute  monarch  combining  in 
himself  the  legislative  and  administra- 
tive powers  of  government  or  any  inter- 
vening combination  of  such  powers  up 
to  and  including  the  United  States  Cab- 
inet and  Congre.vi  acting  in  concert. 
Every  political  entity  bearing  the  de- 
nomination of  a State,  therefore,  is  not 
an  economic  State.  An  economic  State  is 
practically  a supreme  corporation  capa- 
ble of  affecting  by  its  acts  not  only  fis- 
cal conditions,  but  all  trade  relation- 
ships depending  on  exchange.  Currency 
incluiles  coin.*  other  than  gold,  paper 
money  of  nil  sorts,  whether  i.ssued  by 
banks  or  Government.  Paper  money  in- 
cludes bank  credits  or  deposits  with 
which  payments  are  made  by  means  of 
checks,  bonds  or  internal  loans,  and  even 
postage  stamps,  in  so  far  as  they  are 
used  a.s  currency,  in  fact,  any  written 
or  printed  instrument  that  i.s  used  as  a 
means  of  payment.  Currency  does  not 
include  gold,  a,s  wnll  presently  be  seen. 

We  must  not  forget  that  gold  coinage, 
and.  indeed,  all  metallic  coinages,  orig- 
inated in  a State  monopoly  of  the  metal, 
which  was  usually  mined  by  forced  labor. 
The  State  then  arbitrarily  fixed  the  value 
of  thif  metal,  and  made  it  legal  tender 
'for  nil  purpo.scs.  It  wa.s  put  into  circu- 
lation in  payment  of  State  salaries  and 
purchases,  and  then  gathered  together 
again  in  the  form  of  taxes.  By  this 
means  the  metallic  coin  camo  to  be  the 
measure  of  value,  and  bills  of  exchange, 
the  true  basis  of  all  currency,  which  long 
antedated  metallic  money,  conio  to  be  ex- 
pressed in  terms  of  the  State  metal  in- 
stead of  in  terms  of  the  various  goods 
exchanged,  This  is  a trite  piece  of  his- 
tory, but  it  is  so  commonly  disregarded 
in  discussions  of  currency  that  one  must 
constantly  hark  back  to  it  as  axiomatic. 
Othemise  discussion  tends  to  digi'C.ss  un- 
til the  major  premise  is  lost  in  oblivion. 

The  wear  and  tear  of  the  metallic  to- 
kens was  so  considerable  that  the  fresh 
.supplies  mined  scarcely  made  good  the 
deficiency.  Increasing  State  expenditure 
perpetually  required  a larger  aggregate 
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of  metal.  In  this  way  the  State  came 
to  take  a leaf  out  of  the  merchant's 
book.  The  merchant  di<l  not  always 
transfer  the  octuul  good.-?,  but  passed  in- 
stead a document  reciting  their  value; 
the  State  ceased  to  transfer  the  actual 
metal,  and  issued  instead  State  bills  of 
exchange;  in  other  words,  paper  money. 
• Primarily  these  State  bills  of  exchange 
in  the'aggiegate  represented  an  equiva- 
lent value  in  metal,  the  State  merch.nn- 
dise,  just  as  merchants'  bill.*  reprc-sent- 
ed  an  equivalent  value  of  e.xchangeable 
wealth.  But  gradually  the  ^eduction  of 
the  accommodation  bill  intruded  itself, 
and  the  State  came  to  issue  its  bills  in  ex- 
cess of  values,  and  presently,  like  a tra- 
der approaching  bankruptcy,  regardless 
of  any  values.  Bankers  very  quickly  .stop 
this  process  in  individual  cases,  but  there 
is  no  power  to  stop  the  State  except  its 
own  people,  and  these  people  are  usually 
proud  of  the  exploit.  They  allow  their 
Legislatures  to  authorise  and  their  Ex- 
ecutives to  issue  bills  in  a proportion  that 
they  would  not  for  a moment  tolerate  in 
the  affairs  of  a private  corporation  or 
individual.  The  issues  become  a form  of 
patriotism.  All  these  issues,  in  so  far 
as  they  are  in  excess  of  the  value  of 
metal  or  other  realized  exchangeable 
wealth  held  by  the  State,  are  in  effect 
accommodation  bill.*.  In  thi.s  connection 
munitions  and  other  costly  merchandise 
destined  for  de.struction  only  arc  not  ex- 
changeable wealth. 

TN  a country  that  is  properly  prosper- 
ing  there  is  produced  a surplus  be- 
yond what  is  necessary  for  consump- 
tion ond  replacement  of  capital.  The 
State  ha.s  a first  call  on  this  surplus  by 
means  of  taxation.  If  the  State  takes 
only  a small  portion  of  this  surplus  taxa- 
tion i.s  said  to  be  tow,  and  a great  deal 
of  the  surplus  remain.*  for  expenditure 
in  luxury  or  reinvestment  in  profitable 
undertakings.  If  the  State  takes  a large 
portion  or  the  whole  of  the  suiplus  lux- 
ury must  cease,  except  so  far  as  it  is  ob- 
tained by  State  e.xpcnditure.  and  little,  if 
any  portion,  will  be  available  for  rein- 
vestment. Against  this  surplus  the  State 
can  legitimately  i.ssue  currency  in  the 
various  forms  previously  enumerated.  In 
addition  to  this  surplus  the  State  also 
ha.s  to  its  credit  the  whole  metallic  coin- 
age, .so  that  the  limit  of  its  issue  of  State 
bills  of  exchange  is  the  surplus  plus  the 
metallic  coinage.  Thus  we  have  State 
currency  on  one  side  and  gold  and  the 
surplus  production  on  the  other.  If,  of 
course,  the  State  issues  currency  in  ex- 
cess of  (hese  two  values  matters  will  be 
in  a yem  bad  way,  as  can  be  observed 
in  the  nlfuir.*  of  several  European  coun- 
tries where  the  State  is  actually  living 
upon  capital.  But  such  a condition  as 
the  State  living  upon  capital  is  only  theo- 
retically possible.  What  happens  is  an 
intense  depreciation  of  nil  State  issues. 
What  will  happen  when  they  become  en- 
tirely worthless  will  vei-y  shortly  be  seen. 
At  pi'c.'sent  it  can  only  be  a matter  of 
fturmise,  but  the  uncertainty  as  to  the 
precise  form  of  that  happening  consti- 
tutes the  dread  that  i.s  paralyzing  busi- 
ness. The  ultimate  economic  consequence 
is  deduciblc  with  certainty,  but  between 
that  realization  and  existing  conditions 
an  altogether  uncertain  human  factor 
may  operate,  a factor  that  may  quite  pos- 
sibly wipe  out  the  political  demarcations 
recently  effected,  and  bring  to  light  an 
economic  combination  or  federation  of 
Central  European  peoples  such  as  no 
statesman  has  contemplated.  ^Vhcn  polit- 
ical arrangements  oppo.se  an  economic 
taw  the  result  is  frequently  similar  to 
what  happened  to  the  cow  that  stood  in 
the  way  of  the  locomotive.  A well-known 
statesman  is  reported,  probably  not  quite 
accurately,  to  have  said  that  by  a suffi- 
cient issue  of  paper  currency  he  would 
destroy  the  present  monetary  system. 
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The  operation  would  have  no  such  effect. 
Its  ultimate  result  would  be  merely  to 
make  it  necessary,  to  substitute  a new 
measure  of  wealth.  There  must  always 
exist  a measure  of  wealth.  If  gold  be 
made  impossible  then  the  currency 
measured  by  gold  will  become  waste 
paper.  But  currency  will  not  cease.  It 
will  simply  take  a fresh  form  based  on 
some  other  measure  of  value. 

T^HAT  has  happened  in  the  whole 
’ ’ world  is  that  two  claimants  have 
been  issuing  currency  against  the  same 
exchangeable  wealth.  As  indicated,  the 
State  has  a first  claim  on  the  gold  and 
the  surplus  value  produced.  But  the  in- 
dividual proprietors,  being  unable  in  the 
present  condition  of  affairs  accurately  to 
gauge  the  demand  of  the  State,  have  al- 
ready issued  their  currency  against  the 
surplu.s  value  demanded  by  the  State,  or 
a considerable  portion  of  it.  When  values 
shrink  and  State  expenditure  increases, 
it  is  discovered  that  the  joint  issue 
of  currency  by  the  State  and  the  pro- 
prietoi-s  of  the  surplus  is  in  excess  of  the 
present  combined  value  of  the  gold  and 
exchangeable  wealth.  It  i.s  precisely  to 
the  extent  that  this  joint  issue  of  cur- 
rency is  in  excess  of  the  values  against 
which  it  is  issued  that  depreciation  ex- 
ists. The  scale  of  depreciation  indicates 
the  extent  of  the  overissue.  It  is  least  in 
this  country,  slightly  excessive  in  Swit- 
zerland, in  Sweden,  Holland,  the  United 
Kingdom  and  Spain,  the  excess  increas- 
ing until  it  reaches  such  countries  as 
Poland,  where  it  is  beyond  computation. 

This  condition  of  affairs  is  demon- 
strating that  the  real  ultimate  basis  of  a 
nation's  currency  is  taxation.  A private 
individual  or  corporation  may  safely  is- 
sue what  is  in  effect  an  accommodation 
bill,  but  whut  is  in  practice  a true  credit 
instrument,  if,  during  the  period  preced- 
ing its  maturity  there  is  assurance  of 
the  arrival  of  assets  sufficient  for  its 
redemption.  Similarly  a State  may  safe- 
ly issue  paper  currency  if,  during  the 
period  preceding  its  maturity  taxation 
will  yield  the  funds  for  its  redemption. 
This  is  the  basis  of  Treasury  bills.  There 
would  be  undue  interference  with  com- 
merce if  the  nece.s.sary  taxation  were 
precipitated  precisely  as  a private  busi- 
ne.ss  would  be  injured  by  withdrawing 
working  capital  to  meet  payments  that 
could  safely  be  postponed  by  means  of  a 
bill.  The  insolvent  countries  of  the  world 
are  those  that  have  issued  bills  beyond 
their  capacity  for  taxation.  When  taxes 
are  steadily  yielding  below  their  esti- 
mate, and  when,  with  each  new  assess- 
ment this  drop  increases,  then  the  issue 


of  any  form  of  paper  currency  rapidly 
accelerates  bankruptcy. 

Thus  it  becomes  apparent  that  the  is- 
suing of  currency  and  the  levying  of 
taxes  are  the  prime  economic  attributes 
of  a State.  The  ultimate  basis  of  cur- 
rency might  at  one  time  have  been  gold, 
but  that  condition  has  long  since  passed 
away.  Today  the  basis  is  taxation.  So 
soon,  therefore,  a.*  a State  is  in  such  an 
economic  strait  that  its  taxation  will  not 
support  its  currency  it  ceases  to  be  an 
economic  State;  it  becomes  a mere  politi- 
cal existence,  only  held  back  from  com- 
plete disintegration  by  the  subsidies  of 
some  powerful  neighbor  or  intere.sted 
power  that  utilizes  its  humanity  as  a 
mercenary  force  to  be  employed  for  any 
ends  the  subsidist  may  think  fit.  There 
may  not  be  a political  remedy  for  >Tich 
a position,  but  the  economic  remedy  lies 
in  the  open  admi.<n>ion  of  the  fact  that  the 
subsidized  State  is  an  integral  part  of 
the  larger  dominion  and  the  cancellation 
of  the  sovereign  economic  attributes  of 
such  State. 

TVTEASURING  values  in  terms  of  gold 
J-VJ-  was  proved  to  be  convenient.  There 
may  exist  another  measure  of  value 
equally  convenient,  but  so  far  it  ha.*  not 
been  discovered.  What  we  are  discover- 
ing is  that  the  accommodation  bills  afloat 
are  so  disproportionate  to  the  exchange- 
able commodities  that  in  many  cases  it 
may  be  necessary  to  treat  them  all  as 
waste  paper,  and  to  restart  business 
with  a new  measure  of  value  that  will 
probably  be  less  convenient  than  gold. 
One  essential  condition  of  a measure  of 
value  is  that  the  commodity  selected 
should  always  be  in  greater  demand  than 
supply.  Gold  ha.s  invariably  fulfilled  this 
condition.  Under  no  circumstances  what- 
ever has  it  been  less  in  demand  than  any 
other  commodity,  with  the-  possible  ex- 
ception of  precious  stones.  On  that  ac- 
coiiiit  these  might  have  superseded  gold 
as  a measure  had  it  been  possible  by  any 
means  to  indicate  their  value  on  their 
face  or  to  subdivide  them  without  de- 
preciation. The  dilemma  of  the  moment 
is  that  some  States  have  not  gone  ^ far 
as  to  make  it  impossible  to  continue  busi- 
ness on  the  old  basis,  while  others  have 
already  arrived  at  a stage  where  they 
cannot  continue  in  business  of  any  sort 
on  the  old  basis  unless  they  cancel  all 
their  outstanding  bills  issued  to  date,  and 
restrict  future  issues  to  the  equivalent 
of  existing  exchangeable  wealth.  The  al- 
ternative is  to  recommence  business  with 
a new  measure  of  value.  In  both  cases 
the  result  to  existing  issues  is  the  same, 
but  in  the  former  case  the  rehabilitated 
States  could  resume  trade  with  solvent 
States  on  the  old  terms,  while  in  the  lat- 
ter there  would  be  introduced  the  disad- 
vantage of  two  or  more  measures  of 
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valu«;  th«t  is  to  say.  gold  and  one  or 
niore  other  commodities.  The  obstacle  is 
purely  political.  Economically  States  are 
corporations  and  at  this  time  several 
of  them  are  cither  in  complete  bankrupt- 
cy or  very  near  to  it.  Political  pride 
make.s  them  reluctant  to  admit  the  fact, 
but  the  sooner  it  is  admitted  the  better 
for  the  whole  world  of  commerce.  It  is 
worse  than  useless  to  extend  further 
credits  to  them  until  the  exiting  worth- 
les.s  bilLs  have  been  cancelled.  Such  cred- 
its would  merely  validate  an  equivalent 
amount  in  face  vnlue  of  their  existing 
bills,  which  would  immediately  be  re- 
placed by  others.  The  operation  would 
precisely  parallel  the  action  of  a trades- 
man providing  his  customers  with  money 
to  buy  his  goods;  only  another  form  of 
making  them  a present  of  the  goods. 
There  is;,  however,  this  difference  be- 
tween such  an  individual  act  and  a sim- 
ilar performance  on  behalf  of  a miscel- 
laneou-s  and  unascertained  body  of  indi- 
viduals: In  the  latter  ca.se  it  would  re- 
sult in  the  transfer  of  wealth  from  the 
posscs-sion  of  some  of  them  to  the  pos- 
session of  others.  Those  who  provided 
the  credits,  whether  the  State  or  a group 
of  bankers  or  others,  would  furnish  the 
money  to  pay  for  goods  up  to  the  amount 
of  the  credits,  and  this  money  would  be 
obtained  by  those  who  were  astute 
giro  ugh  to  get  their  merchandise  into  the 
temporary  market  thus  created  during 
the  period  that  the  credits  lasted.  Then 
the  old  condition  would  supervene  unless 
the  present  policy  could  be  reversed,  and 
the  transaction  made  the  harbinger  of 
a determined  reduction  of  the  e.xcessive 
issues  of  currency,  both  State  and  indi- 
viduaL  It  Ls  difficult  to  see  by  wirat 
means  a reversal  of  the  present  policy 
could  be  insured,  and  equally  difficult  to 
see  how  the  necessary  reduction  would  be 
possible  without  rapid  and  continuous 
bankruptcy  of  private  firms  and  corpora- 


tions that  had  based  their  commiUnonts 
on  the  ever-increasing  inflation  of  valua- 
tions. The  true  mcrchnnts’  bills  of  ex- 
(diange  have  been  constantly  increased  in 
terms  of  currency  to  keep  pace  with  the 
dilution  of  currency  consequent  on  the 
perpetual  State  emissions,  while  Uie 
State  emission.^  have  been  accelerated  to 
keep  pace  with  the  rise  in  prices  in  terms 
of  the  depreciated  currency.  It  is  a 
vicious  circle  out  of  the  vortex  of  which 
a people  may  possiblj’  escape  at  an  early 
stage  by  recogniting  the  ultimate  conse- 
quences, but  in  the  worst  ca.«cs  that  stage 
has  long  ago  been  passed,  until  today 
there  is  a complete  disregard  of  any  con- 
sequence-s. 

With  the  suspension  of  specie  pay- 
ments at  the  present  time  the  holder  of 
a foreign  bill  ha.<  a title  only  to  an  equiv- 
alent amount  of  paper  currency,  incon- 
vertible on  its  face,  with  no  set  date  for 
its  redemption.  Such  paper  currency  is 
a l^al  means  of  payment  only  in  the 
country  in  which  the  bill  is  payable.  The 
bill  is  therefore,  worth  just  as  much  a.« 
the  home  value  of  the  rariable  quantity 
of  goods  that  can  be  acquired  for  it.  Thus 
holders  and  buyers  of  foreign  bills  must 
henceforth  appraise  their  value  accord- 
ing to  the  relative  price  level  of  goods 
in  the  respective  countrie.s.  The  .shortage 
of  merchandi.se  has  been  artificially  ag- 
gravated by  the  withholding  of  goods 
from  the  markets  for  speculative  pur- 
poses, because,  with  the  constant  depre- 
ciation of  currency,  the  price  of  goods  w 
rising  almost  daily  in  terms  of  currency. 

Bondholders  and  all  cla.s.ses  with  a sta- 
tionary income  are  compelled  through  the 
reducid  purcha-sing  power  of  their  rev- 
enues to  save  less  or  to  reduce  their 
standard  of  living.  This  condition  in  sev- 
eral countries  has  already  proceeded  so 
far  as  to  produce  economic  disintegra- 
tion. The  effect  of  inflation  on  foreign 
exchange  is  precisely  in  proportion  to  its 


extent  relatively  to  the  inflation  in  an- 
otlier  country.  If  the  inflation  in  two 
countries  proceeds  pro  rata  the  exchange 
between  the  two  countries  will  remain 
stationary.  If  one  deflates  while  tlie  otli- 
cr’a  currency  remain.s  unchanged,  or  if 
one  remains  unchanged  while  the  other 
continues  to  inflate,  the  exdiange  of  the 
former  will  rise  in  relation  to  the  ex- 
change of  the  latter. 

The  rca.son  for  the  present  pre-emi- 
nence of  the  United  State.s  dollar  is  that 
tho  currency  of  the  United  Slate.s  is  le,ss 
diluted  than  that  of  other  countries.  Our 
large  reserve  of  gold  docs  not  affect  the 
matter  except  in  so  far  as  gold  is  a very 
valuable  commodity,  and,  to  the  extent  of 
its  value  as  a commodity,  take.s  its  place 
with  other  commodities  in  making  up  the 
sum  total  of  exchangeable  wealth  against 
which  our  private  and  State  bills  of  ex- 
change are  issued.  The  exchange  of  each 
country  adjusts  itself  to  the  exchange 
of  other  countrie.s  in  proportion  to  the 
dilution  of  its  currency,  currency  being 
taken  to  include  every  form  of  medium 
of  exchange  except  gold.  The  dilution  of 
currency  in  this  connection  Ls  tlie  extent 
to  which  the  bills  of  exchange  of  every 
sort  exceed  the  exchangeable  wealth  to 
which  they  relate.  American  currency 
being  less  diluted  than  any  other  has  no 
higher  unit  with  whicli  it  can  be  com- 
pared. It  thus  stands  at  the  head  of  all 
currencies,  not  by  reason  of  tho  gold  re- 
serve. but  by  reason  of  tho  relatively 
greater  proportion  of  realized  exchange- 
able wealth  which  it  represents.  By  that 
qualification  it  automatically  assumes 
the  position  of  the  standard  measure.  If 
the  prefiortion  of  currency  afloat  (al- 
ways including  every  form  of  bill  of  ex- 
change) should  become  less  diluted  in 
some  other  country  than  in  the  United 
States,  the  standard  would  pass  to  that 
country.  The  dilution  can  be  diminished 
by  reduction  of  currency  or  by  increase 


of  exchangeable  wealth  without  incrca.se 
in  the  quantity  of  currency.  The  unit  of 
value  of  that  country  would  automati- 
cally assume  the  chief  po.sition  from 
which  all  other  currencies  would  be  grad- 
ed downward.  It  would  not  matter  that 
tho  United  States  continued  to  hold  its 
present  supply  of  gold.  The  qualities  of 
the  metal  that  give  it  a high  valuation 
OR  merchandise  would,  however,  consti- 
tute it  a powerful  weapon  in  n contest 
for  the  supreme  position,  but  if,  not- 
withstanding the  inclusion  of  such  val- 
uation, the  total  currency  of  this  coun- 
try could  not  bo  brought  to  .show  a less 
dilution  than  tliat  of  some  other  country 
the  iicepter  would  puius  away  to  that  other 
country. 

What  we  are  accustomed  to  denomi- 
nate as  ciedit,  whellier  of  an  individual 
or  of  a State,  is,  in  the  last  analysis, 
tlie  relationship  of  the  conimitmcntii  of 
the  individual  or  State  in  all  -forms  of 
bills  of  exchange  to  the  exchangeable 
wealth  represented  by  those  instruments. 
Absolutely  gilt-edged  credit  is  a condi- 
tion whore  every  commilnicnt  is  more 
than  covered  by  the  realized  wealth  ca- 
pable of  immediate  exchange,  in  bank- 
ers’ parlance,  liquid  as-sets.  The  greater 
the  extent  of  those  liquid  asset.s  in  pro- 
portion to  the  commitment*  on  paper  the 
higher  tlie  credit  Except  in  the  case  of 
a dealer  in  gold,  such  assets  never  consist 
to  any  great  extent  of  gold.  It  is  doubt- 
ful if  in  any  age  there  has  been  a coun- 
try that  could  give  gold  for  all  or  even 
a greater  part  of  its  paper  commitments, 
Therefore  to  conceive  of  a currency  that 
could  posssibly  be  wholly  redeemed  in  gold 
is  to  invite  a misleading  conception  of  the 
nature  of  currency,  especially  of  any  cur- 
rency that  has  existed  in  modern  times. 
That  such  a belief  should  bo  widely  en- 
tertained is  possibly  a political  conven- 
ience tending  to  economic  stability,  for 
faith  is  often  more  important  than  fact. 


A New  Opportunity  for  American  Business 


Anew  opportunity  for  American  busi- 
ness is  offered  by  the  present  pro- 
posal for  naval  disarmament,  but  Amer- 
ica can  profit  by  the  opportunity  only 
if  American  business  men  are  sufficient- 
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breaking  up  and  salvaging  shipping. 

Not  often  in  this  day  of  high  indnstrial 
organization  is  a new  and  non-competi- 
tive  field  offered  for  exploitation,  and 
it  is  the  belief  of  officials  in  Washing- 
ton, and  especially  those  connected  with 
the  Navy  Department,  that  American 
business  men  will  not  let  the  opportunity 

At  present  we  have  no  concerns  en- 
gaged in  this  business,  but  if  we  are  to 
be  a permanent  maritime  country  the  in- 
dustry must  certainly  be  developed  here. 
A growing  merchant  marine  will  feed  it 
constantly,  and  the  possibilities  of  profit 
in  the  proposed  partial  disarmament  plan 
are  tremendous. 

The  navy  is  offering  for  sale  at  this 
developing  a new  industry — that  of 


Much  confusion  has  been  created  by 
misleading  published  reports  indi- 
cating that  the  Wai*  Finance  Corpora- 
tion has  a fund  for  distribution  on  some 
pro  rata  basis  among  farmers  and  banks 
financing  farmers.  As  a result  the  cor- 
poration is  receiving  applications  from 
some  banks  and  individuals  requesting 
their  '*  share  of  the  billion-dollar  agri- 
cultural credit” 

The  corporation  is  authorized  under 
Sections  21  and  22  to  make  advances  for 
export  purposes,  and  under  Section  24 
to  make  advances  to  banks,  bankers  or 
trust  companies,  or  to  co-operative  as- 
sociations of  producers  which  have  made 
loans  for  agricultural  or  live  stock  pur- 
poses. These  advances  are  to  be  made 
upon  the  terms  and  conditions  stipulated 
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time  a number  of  vessels  for  breaking 
up  and  salvage.  Our  shipyards— many  of 
them  are  idle  or  nearly  so — and  our  steel 
plants  are  working  on  part  time.  Naval 
officials,  accordingly,  feel  that  the  man- 
agers of  these  inactive  enterprises  must 
recognize  the  possibility  for  profit,  which 
a few  changes  in  their  plant  would  give 
them.  Some  idea  of  the  profit  in  this 
bu.siness  is  given  by  the  hi.story  of  Eng- 
lish firms  which  have  been  engaged  in  it. 
The  number  of  these  concerns  ha.s  in- 
creased in  the  last  few  years  by  more 
than  200  per  cent,  and  the  profits  are 
comparable  to  those  made  during  the 
peak  of  war  and  after-war  industrial  ac- 
tivity. 

According  to  a report  of  the  Briti.sh 
Admiralty,  the  necessary  equipment  is 


in  the  law,  and  their  aggragate  remain- 
ing unpaid  may  at  no  time  exceed  Jl.OOO,- 
000.000.  The  corporation,  of  course,  has 
not  made  any  allocation  of  funds  among 
sections  or  institutions,  and  it  has  no 
authority  to  do  so.  Each  application  is 
considered  on  its  merits  in  accordance 
with  the  powers  conferred  by  the  War 
Finance  Corporation  act  as  amended.  For 
' *e  reasons  applications  for  " a share  ” 
of  the  corporation’s  funds  based  upon 
some  supposed  allotment  serve  no  useful 
purpose,  and  only  tend  needlessly  to  in- 
crease the  corporation’s  corrc.spondcnee. 

The  corporation  ha.s  announced  the 
channels  through  which  applications 
should  be  made,  and  provided  forms 
which  are  designed  to  make  the  pro- 
cedure as  simple  as  possible. 
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not  expensive.  It  is  true  that  for  largo 
vesael.s  ways  and  drydock  facilitic.s  arc 
desirable,  but  the  British  companies  have 
proved  that  the  work  can  bo  done  with- 
out them.  Having  no  drydocks  as  a 
general  thing,  but  with  ample  waterfront 
and  smooth,  hard  bottoms,  the  British 
companies  have  beached  the  vessels,  cut 
away  the  superstructure,  dragged  the 
thus  lightened  vessels  further  imihore, 
and  repeated  the  process.  The  na- 
ture of  the  work  does  not  require  skilled 
labor,  and  very  little  capital  is  necessary. 
The  materials  possible  of  salvage  include 
engines,  pumps,  boilers  and  all  auxiliary 
machinery,  bosidc.s  iron,  steel,  copper, 
brass  and  other  non-ferro.s  metals  so 
largely  used  in  ship  manufacture. 


War  Finance  Corporation  Not  Allocating  Funds 
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Poland's  Industrial  Progress  Assured  Through  Silesia 


^lllllllllllllllillllllllP^T  is  easy  enough  to  find 

I fault  with  any  decision  on 
g which  turn  the  aspirations 
I and  needs,  as  may  be,  of 
B different  nationalities.  It 
B is  probably  true  that  Ger- 
^ many  is  earnest  in  her  dec- 
laration that  she  considers 
the  division  of  Upper  Si- 
lesia an  additional  blow  to 
her  economic  outlook.  As  for  Poland, 
although  that  country  considers  the  de- 
cision of  the*  Interallied  Commission  of 
the  League  of  Nations  far  from  fulfill- 
ing her  desire.s,  the  line,  a.s  now  drawn, 
ought  to  furnish  the  Poles  .sufficient 
fresh  incentive  to  carry  forward  the  in- 
dustrial program  that  is  to  spell  eco- 
nomic succc.ss. 

Now  that  the  decision  has  been  ren- 
dered, it  is  scarcely  necessary  more  than 
to  refer  to  the  many  angles  that  tended 
to  confuse  the  Upper  Silesian  problem 
following  the  plebi.scite.  The  resignation 
of  the  Wirth  Cabinet  is  probably  noth- 
ing more  than  a political  remonstrance 
os  indicating  the  diaplea.><ure  of  the  Ger- 
mans. Nor  is  it  to  be  forgotten  that 
Upper  Silesia  has  been  a source  of 
wealth  to  (iermany  in  the  past,  and  that, 
in  being  compelled  to  renounce  her 
claims  to  the  valuable  territory  turned 
over  to  Poland,  both  industrial  and  politi- 
cal factors  arc  to  be  considered.  How- 
ever. Poland's  insistence  that  her  ecCH 
nomic  reconstruction  depends  absolutely 
on  freer  access  to  the  coal  and  iron  de- 
po.sits  of  Upper  Silesia  must  have  been 
sufficient  to  carry  weight  with  the  Inter- 
allied Commi.ssion.  and,  since  it  is  these 
natural  re.sources  that  have  played  so 
conspicuous  a part  in  the  dispute,  de.spite 
the  fact  that  geographical  considerations 
had  to  bo  set  aside,  it  becomes  of  partic- 
ular interest  to  inquire  to  what  extent 
the  Poles  expect  to  benefit  from  the  re- 
cent division  of  the  territory. 

Upper  Sile.sia  embraces  a territory  of 
approximately  5,000  square  miles.  It 
has  a population  of  2,200,000,  with  about 
62  per  cent  Polish. 

The  exploitable  coal  reserx’e  of  Upper 
Silesia  is  placed  at  62,000,000,000  tons. 
Compared  with  thi.s  figure  the  Ruhr 
ba.sin  has  60,000,000,000  tons,  the  Sarre 
di.Htrict  16.000.000,000,  all  of  France  20,- 
0(10.000, OIH),  and  Belgium  22,000,000,000 
tons.  The  annual  production  of  coal  in 
Upper  Silesia  is  approximately  48,000,- 
OOO  tons. 

It  is  clear  that  Germany  fears  that 
Poland,  with  unlimited  coal  supplies 
within  her  own  bonlers,  will  possea.s  a 
great  advantage  a.-  an  industrial  factor 
and  that,  in  con.sequence,  she  will  be  in 
a po.sition  to  become  a keen  rival  where 
foreign  trade  i.s  concerned.  It  wa.s  one 
of  the  main  pleas  of  Germany  before  the 
Interallied  Commission  that  any  decision 
that  would  take  Upper  Silesia  from  her 
would  make  reparations  payments  that 
more  difficult.  Be  this  as  it  may 
the  commission  is  to  be  credited  with 
considerable  tact  in  its  findings.  The 
decision  sets  forth  that  the  commssion 
of  two  German.s,  two  Pole.s  and  a mem- 
ber named  by  the  League  of  Nations 
shall  prepare  an  accord  for  putting  into 
effect  the  Allies'  orders  to  preserve  the 
economic  interests  of  the  territory  in- 
volved. For  the  protection  of  this  eco- 
nomic unity  in  the  Silesian  industrial 
district,  the  railroads  of  the  divided  sec- 
tions must  be  operated  as  one  system  for 
fifteen  years  with  the  same  ratc.s  for 
both  sides  of  the  border.  A recipi-ocal 
agreement  for  water  and  electric  .sup- 
plies must  be  c.stablished.  The  existing 
German  currency  must  bo  used  for  fif- 
teen years  throughout  the  districts. 

Raw  products  from  both  sides  of  the 
line  are  to  pass  duty  free  to  other  parts 
of  the  industrial  zone  for  fifteen  years, 
and  provision  is  made  for  free  passage 
of  half-finished  products  from  one  sjde 
of  the  border  and  back  again  under  spe- 
cial permits.  On  the  basis  of  the  aver- 
age business  year  from  1911  to  1913, 
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Poland  is  to  supply  to  Germany  a pro- 
portion of  the  product  of  the  coal  mines 
she  is  getting,  and  Germany,  on  her  part, 
is  to  furnish  a proportion  of  iron  ore 
for  fifteen  years.  Finally,  for  fifteen 
years,  residents  on  one  side  of  the  line 
who  work  on  the  other  shall  pass  freely 
on  a commission  pass  without  further 
formalities;  both  countries  will  agree  to 
take  no  unduly  restrictive  measures  af- 
fecting the  other  section  of  the  industrial 
area  in  that  .space  of  time. 

An  independent  study  of  the  Upper 
Silesian  industry  and  its  relation  to  Ger- 
many and  Poland  would  seem  to  indicate 
that,  for  Germany,  Upper  Silesia  would 
have  meant  a source  of  greater  wealth 
in  the  future  as  in  the  past,  while,  for~ 
Poland,  it  is  a fundamental  basis  of  eco- 
nomic existence.  Germany  without  Up- 
per Silesia  will  be  able  not  only  to  cover 
her  entire  demand,  but  should  have  con- 
siderable coal  for  exportation.  It  is 
patent  that  Poland  without  the  Silesian 
supply  could  not  progress  industrially. 
The  Upper  Silesian  iron  industry,  con- 
trary to  what  Germany  advances,  does 
not  play  any  great  part  in  the  total  bal- 
ance of  that  country;  its  significance  for 
Germany  has  been  decreasing  year  by 
year.  The  natural  markets  for  this  in- 
dustry were  the  Polish  provinces,  from 
the  largest  of  which  Upper  Silesia  was 
cut  off  by  customs  boundaries  which 
hampered  the  development  of  the  iron 
industry  in  that  region.  On  the  other 
hand,  territories  belonging  to  the  present 
Polish  State  are,  for  Upper  Silesia, 
sources  of  raw  materials,  such  as  iron 
ore  and  wood,  and  of  food  which  Ger- 
many is  unable  to  supply. 

SINCE  Germany  made  a shortening  of 
her  coal  supply  the  basis  for  her  con- 
tention that  she  should  have  possession  of 
Upper  Silesia,  some  data  on  that  score 
may  be  pertinent.  The  total  consump- 
tion of  coal  in  1913,  within  the  present 
boundaries  of  Genr.any,  amounted  to 
more  than  140,000,000  tons.  In  that  year 
production  of  coal  was  190,000,000  tons, 
including  the  output  of  Upper  Silesia, 
Alsace-Lorraine  and  the  Sarre  basin. 
Deducting  the  supplies  from  these  lost 
three  sources  there  still  remains  a total 
of  131,000,000  tons.  If  Germany  brings 
her  production  of  pit  coal  to  the  pre-war 
level  and  adds  thereto  100,000,000  tons 
of  brown  coal,  equal  to  30,000,000  tons 
of  pit  coal,  and  imports  from  Upper  Si- 
lesia at  the  rate  of  about  12,000,000  tons 
yearly,  she  wilt  have  at  her  disposal  a 
total  of  173,000,000  tons,  an  amount,  ac- 
cording to  Polish  estimates,  which  should 
cover  her  requirements,  as  well  as  en- 
able her  to  fulfill  her  obligations  to  the 
allied  powers,  which  call  for  the  annual 
delivery  of  24,000,000  tons  in  twelve 
monthly  deliveries  of  2,000,000  tons  each. 

As  the  second  most  important  branch 
of  the  Upper  Silesian  industry,  iron 
manufacture  nariirally  depends  on  suf- 
ficient raw  material.  Of  thirty-six  blast 
furnaces,  twenty-m'ne  were  in  operation 
in  1913.  The  production  was  approxi- 
mately 994,601  tons  of  pig  iron.  But 
Germany  proper  supplied  only  a limited 
quantity  of  raw  material  for  smelting 
purposes — about  19  per  cent,  of  the  total. 
Sweden  and  Norway  were  the  best 
sources  of  supply  until  the  high  exchange 
rate  erected  a barrier. 

Now,  united  to  Greater  Poland,  the 
Upper  Silesian  iron  industry  is  expected 
:o  benefit  through  the  fact  that  iron  ore 
exists  in  great  quantities  in  all  the  ter- 
•itorics  'of  the  lopublic,  the  richest  de- 
posits having  been  located  in  what  was 
formerly  Congress  Poland.  Professor 
Bogdnnowicz  estimates  that  no  less  than 
300,000,000  tons  are  easily  available 
there.  Even  while  this  ore  contains  no 
more  than  30  to  40  per  cent,  of  iron,  it 
smelts  easily  and,  when  mixed  with  ore 
with  a higher  percentage  of  iron,  is  said 
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to  be  an  excellent  raw  material.  The 
ore  industry  in  Congress  Poland  was  de- 
veloping before  the  war  under  particu- 
larly difficult  conditions,  as  the  export 
of  Polish  iron  ore  abroad  was  made  im- 
possible on  account  of  prohibitions  of 
such  exports  from  Russia  by  land.  At 
the  same  time  the  increase  of  the  iron 
ore  production  from  1909  to  1913  was 
187,532  tons,  or  162  per  cent  Compar- 
ing this  increase  in  Congress  Poland  with 
the  decrease  of  the  iron  production  in 
Upper  Silesia,  it  at  once  is  evident  that 
Poland  is  the  logical  source  of  supply 
for  Upper  Silesia. 

all  the  Polish  territorie.s  now  unit- 
ed,  ohly  Congress  Poland  has  a real- 
ly large  iron  industry,  and  for  some 
time  it  has  had  to  supply  the  require- 
ments of  Galicia  and  former  German 
Poland  which,  before  the  war,  obtained 
their  materials  either  in  Bohemia  and 
Aostria  or  in  Upper  Silesia  and  Western 
Germany.  As  soon  as  the  political  and 
economic  question.^  are  firmly  adjusted, 
there  is  bound  to  be  a very  great  demand 
for  iron  products  for  the  equipment  of 
the  railroads  which  will  have  to  corre- 
spond more  largely  than  in  the  past  to 
We.stern  standards.  Apparently,  except 
for  the  ntilization  of  the  coal  industry  in 
Upper  Silesia,  Germany  sacrificed  the 
district's  full  industrial  development  so 
as  to  give  Germany  proper  the  ad- 
vantage, It  is  believed  that  the  Interal- 
lied Commission  made  its  decision  in  ac- 
cordance with  indisputable  facts  that  es- 
tablished Poland’s  claim  to  at  least  that 
part  of  the  region  which  has  been  al- 
lotted to  her. 

As  for  the  general  industrial  develop- 
ment of  Greater  Poland,  the  coal  sup- 
plies of  Upper  Silesia  will  prove  a de- 
cided benefit  to  the  textile  industry, 
which  has  always  held  first  place  among 
Polish  manufactures.  The  incorporation 
of  the  former  German  and  Austrian 
provinces  in  the  new  Polish  State  meant 
nothing  less  than  that  the  domestic  mar- 
kets for  the  Lodz  textile  industry  is  now 
twice  what  it  was  before  the  war.  Rus- 
sian Poland  was  not  capable  of  consum- 
ing the  products  of  the  mills.  Approxi- 
mately 6p,000  tons  of  textile  products 
were  exported  annually.  To  show  the 
magnitude  of  this  business,  it  is  but  nec- 
essary to  say  that  it  represented  60  per 
cent  of  the  total  production  of  all  indus- 
tries in  Russian  Poland. 

It  is  with  good  reason  that  the  city  of 
Lodz  has  been  called  the  Polish  Man- 


chester. In  the  opinion  of  leading  Eng- 
lish spinners  and  manufacturers,  Lodz 
produces  some  of  the  finest  textiles  in 
the  world.  Its  mill  equipment  and  gen- 
eral organization  are  said  to  be  equal 
to  the  best  in  Europe.  Statistics  for 
1913,  the  latest  available,  show  that  the 
city's  cotton  industry  employed  1,435,000 
spindles,  36,090  looms  and  70,000  per- 
stnu.  The  normal  pre-war  production  of 
cotton  goods  in  Poland  amounted  in 
value  to  $120,000,000. 

Normally,  the  Lodz  mills  consumed 
about  69,000  tons  of  raw  cotton  annually. 
Almost  half  of  this  came  from  the 
United  States,  40  per  cent,  from  Russia 
and  10  per  cent,  from  India  and  Egypt. 
Polish  mill  owners  are  especially  anx- 
ious to  restore  pre-war  conditions  as 
these  relate  to  imports  of  American  cot- 
ton, and  the  high  exchange  rate  is  the 
only  barrier  for  large  purchases.  Natur 
ally,  as  soon  as  the  general  economic 
condition  of  the  country  improves,  the 
ability  to  buy  cotton  will  be  increased. 
The  character  of  the  Polish  textile  trade 
is  such  that  American  cotton  can  be 
used  to  great  advantage.  This  cotton 
admits  of  yarn  and  thread  up  to  the 
English  number  36  to  40 — that  is,  thirty- 
six  to  forty  yards  to  the  pound.  The 
finer  numbers  up  to  80  generally  are 
spun  from  Egyptian  cotton.  The  still 
finer  numbers,  beginning  with  100,  are 
produced  particularly  from  Sea  Island, 
S.  C_  cotton. 

With  the  Russian  textile  industry  in 
a state  of  collapse  and  recovery  still  a 
matter  of  the  distant  future,  Poland  ex- 
pects to  find  a natural  maeket  for  her 
textile  products  in  that  country  as  soon 
as  the  Soviet  regime  shows  a desire  to 
do  business  along  sensible  lines.  The 
Lodz  milb  probably  will  be  able  to  ex- 
port about  30  per  cent  of  their  products, 
the  former  60  per  cent  figure  being  re- 
duced by  the  fact  that  the  enlarged  Po- 
lish State  is  now  a larger  consumer. 

With  respect  to  the  woolen  industry, 
the  lack  of  raw  material  has  been  felt 
severely.  The  annual  pre-war  produc- 
tion of  woolen  goods  amounted  to  about 
$95,000,000.  One  rca.<ion  why  this  indus- 
try is  not  on  the  same  level  with  cotton 
manufacture  is  that  recently  it  has  been 
transformed  from  the  handicraft  into  the 
factory  stage  of  production.  Nor  is  this 
industry  as  centralized  as  in  the  case  of 
cotton  goods  manufacture.  In  Galicia, 
woolen  yam  is  produced  almost  exclu- 
sively. In  the  year  before  the  war  the 
woolen  industry'in  all  it.s  branches  con- 
sumed about  63,000  tons  of  raw  material, 
including  raw  wool,  washed  and  half- 
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Investment  Credit  Returning  to  Normal  Channels 


By  John  Oakwood 


United  States  in 
1921,  analysed  in  re- 
spect to  the  financial 
n»tives  and  business 
conditions  behind 
them,  reveal  that  a 
remarkable  change 
has  occurred  in  the 
nature  and  purpose  of  a large  part  of 
investment  borrowing  of  recent  months 
as  compared  with  the  first  half  of  the 
year.  It  makes  it  clear  that  the  peak  has 
been  passed  in  the  necessity  of  using 
investment  credit  for  current  business 
needs. 

The  first  half  of  the  >-ear  witnessed 
the  efforts  of  the  country  to  extricate 
itself  from  the  wreckage  of  the  business 
collapse  which  followed  the  great  po.«t- 
war  boom.  Stagnant  business  conditions 
made  liquidation  of  a great  ma.ss  of  ex- 
isting commercial  credit  still  impossible. 
Many  prices  were  still  high,  so  that  the 
i-olume  of  accommodation  required  to 
rinance  new  business  was  heaN'y.  The 
non-liquid  condition  of  banking  made  it 
difficult  for  it  to  go  further  m financ- 
ing many  concerns  whose  credit  was  fro- 
Bon.  Investment  credit,  therefore,  was 
called  upon  to  share  the  burden  of  the 
situation  as  shown  by  the  number  of 
bonds,  notes  and  stocks  issued  for  the 
purpose  of  obtaining  funds  to  retire  in- 
debtedness to  banks,  pay  current  obliga- 
tions, supply  working  capital  or  to  meet 
otlier  requirements  that,  under  normal 
conditions,  would  not  have  arisen  on  so 
general  d scale,  or  else,  if  they  had 
arisen,  ordinarily  could  have  been  ade- 
quately bandied  by  short-time  borrow- 
ings. In  other  words,  investment  credit 
was  being  largely  created  in  this  period 
to  clean  up  a passed,  or  passing,  situa- 
tion, and  to  help  pull  business  out  of  a 
bole. 

A great  contrast  to  this  is  presented 
by  the  months  of  the  third  quarter  of  the 
year.  Here  investment  credit  is  seen 
performing  again  to  an  increasing  de- 
gree its  normal  and  more  constructive 
functions;  that  is,  to  finance  plans  for 
the  future  rather  than  difficulties  of 
the  present  and  past — to  build  the 
structural  framework  for  the  oncoming 
business  period  rather  than  to  temporize 
with  bad  conditions  and  prevent  bank- 
ruptcy by  spreading  over  a long  period 
obligations  that  would  normally  be  met 
out  of  the  current  results  of  business 
operations. 

This  change  is  shown  by  consideration 
of  the  purposes  for  which  securities  is- 
sued by  American  corporations  since  Jan. 

1,  1921,  were  put  out  In  the  first  three 
months  of  the  year  corporate  issues  were 
floated  totaling  $640,000,000.  Of  this 
amount  about  $135,000,000  was  for  re- 
funding purposes.  More  than  $500,000,- 
000  represented  new  capitaL  There  were 
approximately  166  such  is-sues.  Of  this 
new  capital  nearly  $200,000,000  was  em- 
ployed to  meet  current  needs  as  distin- 
guished from  capital  expenditures;  that 
IS,  to  supply  working  capital,  retire  float- 
ing indebtedness,  pay  off  bank  loans, 
ftc.  Thus  about  40  per  cent,  of  the  new 
money  drawn  from  the  investment  fund 
of  the  country  in  the  first  quarter  of 
1921  was  used  for  current  need.s  or  to 
fund  short-time  debts.  In  respect  to  the 
number  of  security  issues  to  raise  new 
money  the  purpose  of  about  40  per  cent, 
was  announced  as  being  to  raise  funds 
for  the  current  emergency. 

In  the  second  quarter  of  the  year  there 
were  capital  flotations  totaling  $675,- 
000,000,  of  which  $270,000,000  was  for 
refunding  and  approximately  $400,000,- 
000  represented  new  capital.  Of  new 
money  about  $200,000,000,  or  60  per  cent, 
was  called  for  to  be  applied  to  current 
needs.  Of  the  total  number  of  such  flo- 
tations about  80,  or  more  than  60  per 
cent,  of  the  total  non-refunding  issues 
were  for  current  needs. 

A very  different  picture  is  presented 


in  the  third  quarter.  In  July,  August 
and  September  there  wore  issue.s  total- 
ing about  $455,000,000,  of  whicli  $86,- 
000,000  was  for  refunding  and  $370,000,- 
000  represented  new  capital.  Of  this  sum 
the  vast  bulk  was  for  capital  equipment 
and  other  purposes  normally  financed  by 


funded  indcbtedncs.<.  Only  $65,000,000, 
or  about  17  pei'  cent,  was  for  current 
needs.  There  were  136  issues  cniling  for 
new  money  and  only  29  of  them,  or  about 
20  per  cent.,  were  announced  as  being  to 
previdc  funds  for  current  needs. 

The  great  swing  through  which  gen- 


crnl  business  wont  is  reflected  in  these 
three  periods  of  corporate  flotations.  The 
fii'.st  period  showed  well  under  way  the 
movejnent  of  taking  to  the  inve.stinent 
market  a large  volume  of  requirements 
that  would  ordinarily  be  met  out  of  re- 
serves or  surplus  fund.s,  short-time  com- 
mercial loans  or  current  bank  accommo- 
dation. The  wiping  out  of  surplus  funds 
through  busincs.s  losses,  the  non-liquid 
condition  of  commercial  credit  and  the 


BUY  IT  FROM  THE  NAVY 

Naval  Vessels  as  Hulks  for  Salvage 

By  Sealed  Proposals  opening  January  16,  1922 
At  Board  of  Survey,  Appraisal  and  Sale, 

Navy  Yard,  Washing^ton,  D.  C. 

Improvements  in  Naval  construction  have  rendered  tliese  fine  old  warships  obso- 
lete, and  the  opportunity  is  now  being  given  the  metal  trades  to  purchase  for  sal- 
vage the  following  vessels : — 

Some  of  the  Vessels  Offered  for  Salvage 

(Note. — Displacement  given  below  is  for  full  load.) 


U.  S.  S.  MAINE  (Battleship).  Built  in  1901. 
Length,  893  feet;  draft,  23  feet;  beam,  72  feet. 
Displacement,  1.3,500  tons.  Now  at  Philadelphia.  Pa. 

U.  S.  S.  MISSOURI  (Battleship).  Built  in  1901. 

Length,  394  feet;  draft,  24  feet;  beam.  72  feet. 
Displacement,  13,500  tons.  Now  at  Philadelphia.  Pa. 

U.  S.  S.  WISCONSIN  (Battleship).  Built  in  1898. 

Length,  374  feet;  draft,  24  feet;  beam,  72  feet 
Displacement,  12.150  tons.  Now  at  Philadelphia,  Pa. 

•U.  S.  S.  BROOKLYN  (Cruiser).  Built  in  1895. 
Length,  402  feet;  breadth,  65  feet;  draft,  24  feet 
Displacement,  10,068  tons.  Now  at  Mare  Island,  Calif. 

m.  S.  S.  COLUMBIA  (Cruiser).  Built  in  1892. 
Length,  413  feet;  draft  23  feet;  beam,  58  feet 
Displacement,  7,387  tons.  Now  at  Philadelphia,  Pa. 

U.  S.  S.  MEMPHIS  (Cruiser).  Built  in  1903. 
Length,  604  feet;  draft,  25  feet;  beam,  73  feet 
Displacement,  15,712  tons. 

Now  a wreck  at  Santo  Domingo,  D.  R. 

TARGET  (Ex-Monitor  PURITAN).  Built  in  1882. 
Length,  299  feet;  draft,  18  feet;  beam,  60  feet. 
Displacement,  6,060  tons.  Now  at  Norfolk,  Va. 
NOTE — ^The  vessels  marked  with  an  asterisk  (•)  will 


U.  S.  S.  OZARK  (Monitor).  Built  in  1900. 

Length,  266  feet;  draft,  13  feet;  beam,  60  feet. 
Displacement,  3,356  tons.  Now  at  Philailciphia,  Pn. 

TARGET  (Ex-Monitor  MIANTANOMOH).  Built 
in  1876. 

Length,  203  feet;  draft,  14  feet;  beam,  65  feet. 
Displacement,  3J190  tons.  Now  at  Norfolk,  Va. 

U.  S.  S.  TONOPAH  (Monitor).  Built  in  1900. 
Length,  266  feet;  draft,  13  feet;  beam,  60  feet. 
Di-‘«placcmenl,  3,366  tons.  Now  at  Philadelphia,  Po. 

•U.  S.  S.  SMITH  (Destroyer).  Built  in  1909. 

Length,  294  feet;  draft,  8 feet;  beam,  26  feet. 
Displacement,  902  tons.  Now  at  Philadelphia,  Pu. 

•U.  S.  S.  ALBERT  BRmVN  (Fish  Boat).  Built 
in  1897. 

Length,  103  feet;  draft,  10  feet;  beam,  18  feet. 

Gross  tonnage.  108  tons.  Now.ot  Philadelphia,  Pa. 

U.  S.  S.  ORIOLE  (Ex-DALE) ; Wooden  Sailing 
Vessel.  Built  in  1839. 


1 December  16,  1921,  be  offered  for  sale  for  ‘‘Convei 


Such  vessels  s 


t sold  I 


1 that  date  will  be  offered  on  January  16,  1922,  for  sale  i 


The  offer  of  these  vessels  by  the  Navy  Department  for  sale  to  commercial 
organizations  should  be  considered  from  the  standpoint  of  a nucleus  to  go  into  the 
ship  breaking  up  field  for  some  "farsighted  concern"  looking  for  new  business. 

Aside  from  the  ferrous  and  non-ferrous  metals  entering  into  Naval  ship  con- 
struction, consider  the  electrical  machinery,  pumps,  winches,  boilers,  engines, 
piping,  etc.,  for  which  there  is  always  a receptive  market  with  an  attractive 
recovery. 

A careful  investigation  of  the  success  recently  achieved  in  foreign  countries 
by  "ship  breaking"  concerns  will  convince  you  of  the  advisability  of  promptly 
communicating  with  the  Navy  Department. 

J^rite  or  wire  for  Catalog  No.  1346b  giving  the  terms  of  sale  and  describing  the 
vessels  offered. 

Central  Sales  Office 

NAVY  DEPARTMENT  WASHINGTON,  D.  C. 


New  York,  Monday,  November  21, 1921 
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.^lowing  down  of  turnover  on  account  of 
the  consumerK*  strike  had  made  it  im- 
possible wholly  to  meet  the  situation 
through  these  usual  processes.  The 
transactions  involved  would  ordinarily 
have  been  self-liquidating  out  of  the 
gross  income  they  generated.  Instead  of 
this,  it  was  necessary  to  fund  them,  to 
be  gradually  liquidated  out  of  the  net 
earnings  of  future  tronsactions.  The  sec- 
ond quarter  of  the  year  show.s  this  situa- 
tion at  its  peak.  The  figures  for  the  third 
quarter  show  a marked  improvement  in 
conditions.  The  transition  by  months 
from  conditions  prevalent  the  early  part 
of  the  year  to  the  much  more  healthy 
state  of  affairs  that  has  developed  in 
recent  months  is  shown  in  the  accom- 
panying tabulation: 

The  table  shows  that  very  high  per- 
centages of  new  capital  flotations,  both 
in  respect  to  the  total  volume  of  funds 
involved  and  the  number  of  issues,  were 


How  Corporate  Capital  Flotations  Were  Applied 

(000,000  Omitted) 


January  ..$270  $76 

February  . 230  46 

March  ....  136  15 

April  395  220 

May  100  20 

June  90  30 

July  176  16 

August  ...  90  30 

September..  190  40 


55  18  32.7 

58  23  39.6 

53  25  47.1 

60  34  66.6 

43  25  58.1 

27  20  74.0 

37  13  35.1 

26  7 26.9 

72  9 12.6 


put  out  in  the  first  six  months  of  the 
year  to  meet  the  crisis  produced  by  the 
great  business  reaction.  There  was  a 


notable  falling  off  in  these  ratios  in  the 
months  of  the  third  quarter,  particularly 
in  September.  This  change  was  a defi- 


nite signal  that  care  has  been  taken  of 
the  situation. 

Reflexes  of  this  movement  were  obvi- 
ous in  other  phases  of  the  rmancial 
structure.  The  banking  situation  was 
materially  relieved  by  the  transferring 
of  frozen  credits  to  a funded  basis,  and 
by  diverting  to  investment  funds  a great 
volume  of  requirements  for  working  cap- 
ital that  the  bank.H  would  have  found  it 
difncult  or  inadvisable  to  meet  because 
of  their  non-liquid  nature. 

As  a result  of  this  easing  of  the  bur- 
den on  current  funds  credit  and  currency 
deflation  were  aided,  and  an  easing  in 
various  classes  of  commercial  credit  rates 
ensued.  Also  the  crop-moving  strain  was 
easily  met. 

The  above  data,  therefore,  affords  an 
important  riew  of  the  significant  prog- 
ress made  in  rectifying  the  nation's 
financial  condition  daring  the  year. 


Poland's  Industrial  Progress  Assured  Through  Silesia 


washed,  combed  wool,  and  combing  of 
woolen  mgs. 

The  industrial  problem  of  Greater 
Poland  i.K  so  complex,  because  of  the  need 
for  harmonizing  the  interests  of  the  va- 
rious sections  of  the  enlarged  country, 
that  it  could  hardly  be  expected  that 
there  should  be  a sudden  improvement  in 
the  economic  outlook.  At  the  same  time 
the  signs  are  encouraging,  and  there 
seems  to  be  a real  desire  on  the  part  of 
the  Government  to  assist  private  busi- 
ness in  gaining  a proper  foothold.  It  is 
true  that  there  has  been  a very  large  in- 
crease in  the  number  of  stock  companies, 
and  here,  as  in  Germany,  the  depreciated 
currency  has  led  to  investments  in  pri- 
vate enterprise.®  on  a large  scale.  Since 
the  armistice  there  has  also  been  a large 
increase  in  the  capitalization  of  existing 
companies.  On  Dec.  1,  1920,  there  ex- 
isted in  Poland  691  stock  companies, 
with  a total  capital  of  7,555,964,000 
marks.  Within  the  last  two  years  the 
number  of  banks  has  doubled. 

There  are  four  classes  of  banks  in  Po- 
land: Banks  of  issue,  commercial  bonks, 
credit  banks  and  mortgage  credit  banks 
and  credit  associations.  There  is,  how- 
ever. but  one  bank  of  issue,  the  Polska 
Krajowa  Kasa  Pozyezkowa  (Polish  Na- 
tional Loan  Bank).  There  is  also  the 
Polski  Bank  Krajowy  (Polish  National 
Bank),  a Government  institution,  but 
without  the  power  to  issue  currency. 
This  latter  institution  combines  both  the 
commercial  credit  and  mortgage  credit 
banking  business,  and  is  especially  ac- 
tive in  Galicia. 

The  second  category  of  banks,  the 
commercial  bonks,  includes  the  large 
banking  hou.ses  with  central  offices  in 
Warsaw,  Poznan,  Cracow  and  Lemberg, 
with  their  network  of  branche.s  through- 
out the  country.  The  following  are  the 
largest  and  most  important;  Bank 
Handlowy  w Warszawie  (Warsaw  Bank 
of  Commerce).  Bank  dia  Handlu  i Prx- 
emyslu  (Warsaw  Bank  for  Trade  and  In- 
dustry), Bank  of  Dyskontowy  (Discount 
Bank  of  Warsaw),  Bank  Zjednoczonych 
Ziem  Polskich  (Bank  of  the  United  Pol- 
ish Territories,  Warsaw),  Bank  Hand- 
lowy w Lwowie  (Lodz  Bank  of  Com- 
merce), Bank  Przemyslowy  w Lwowie 
(The  Industrial  Bank  of  Lemberg).  Bank 
Matopolski  (Bank  of  Little  Poland). 
Bonk  Przcmyslowcow,  Tow.  Akc.  (Manu- 
facturers' Bank,  Ltd.). 

To  the  third  class  belong  banks  grant- 
ing so-called  long-term  credits  on  city 
real  estate  and  acreage  land,  having  also 
loans  on  collaterals,  such  as  the  Tow. 
Kredytowe  Ziemskie  (Land  Credit  Asso- 
ciation), Tow.  Kredytowe  Miejskie 
(Town  Credit  Association  of  Warsaw), 
Bank  Pozananskiego  Ziemstwa  Kredy- 
towego  (Posen  Land  Credit  Bank), 
Galicyjsid  Bank  Hipoteezny  (Galician 
Mortgage  Bank),  Bank  Kredytu  Hipo- 
teeznego  (Mortgage  Credit  Dank  of  War- 
saw), Bank  Ziemski  (Land  Bank),  Bank 
Zwizsku  Ziemian  (Bank  of  the  Farmers' 
Association). 


Continued 
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The  fourth  division  is  a very  common 
and  numerous  class  of  banks,  consisting 
of  small  local  credit  association,  or  peo- 
ple’s banks,  and  mutual  credit  banks. 
There  is  hardly  a town  or  hamlet  in  Po- 
land where  these  institutions  cannot  be 
found.  This  class  of  banks  is  epecially 
numerous  in  Galicia  and  what  was  for- 
merly German  Poland.  These  small 
hanka  and  credit  associations  again 
create  unions  or  central  associations, 
which,  in  turn,  organize  a central  bank, 
through  which  these  smaller  banks  dear 
and  do  business  reqtiiring  larger  credits 
than  the  small  bank  can  grant.  The 
largest  union  or  central  organization  is 
located  in  Poznan,  the  former  Posen, 
consisting  of  a membership  of  more  than 
425  people’s  banks  and  associations,  with 
the  Bank  Zwiazku  Spolek  Zarobkowych 
(Union  Bank  of  Co-operative  Societies) 
as  its  central  or  clearing  house  bank. 

Stock  association  banks  are  not  sub- 
ject to  Government  control,  but  are  re- 
quired to  publish  their  balances  yearly  in 
the  official  Government  publication.  The 
mortgage  credit  banks  are  subject  to  con- 
trol by  the  Ministrj-  of  Finance.  The 
co-operative  credit  associations  are  sub- 
ject to  examination  by  the  union  or 
central  organizations  to  which  they  be- 
long. Although  formerly  a large  num- 
ber of  private  bankers  did  business  in 
Poland,  the  keen  competition  by  regular 
banks  and  co-operative  associations  has 
had  the  effect  of  greatly  reducing  their 
number,  and  their  final  disappearance  is 
anticipated.  Uniform  banking  laws  are 
one  of  the  effects  of  Poland's  adoption 
of  the  Constitution. 

On  Jan.  1 of  this  year  the  internal 
loans  of  the  Polish  Government,  calcu- 
lated in  American  money,  amounted  to 
$120, 000,090.  The  foreign  debt  of  the 
Government  was  $260,000,000,  of  which 
amount  $190,000,000  was  owed  in  the 
United  States.  The  total  debt  of  the  re- 
public is,  therefore,  $380,000,000,  or 
about  $13  per  capita.  The  fiscal  policy 
of  the  Government  has  been  directed  to- 
ward the  providing  of  a sound  currency, 
but,  unfortunately,  the  printing  of  paper 
money  seemed  the  absolute  need  for  the 
time.  To  discontinue  such  pracficc  it  is 
essential  that  a modern  tax  system  be 
created  with  due  regard  for  the  welfare 
of  the  people.  The  income  tax  was  in- 
troduced with  the  progressive  rate  rising 
to  26  per  cent  of  the  net  revenue,  to 
which  was  added  a Ught  general  capital 
tax.  Beginning  with  the  first  of  the 
year,  a uniform  proportional  ta.x  on  reve- 
nue from  securities  and  mortgages  was 
applied. 

It  is  very  apparent  that  the  rehabili- 
tation of  Polish  production  and  Polish 
finance  depends  on  the  fiscal  policy  of 
the  Government.  However,  Poland  could 
not  start  at  once  with  the  peaceful  de- 
velopment of  her  administration,  as  the 
war  in  the  Ea.st  had  not  ended.  Poland 
was  forced  to  organize  a big  army  and 
provide  it  with  everything  that  a large 
army  needs.  For  this  she  did  not  have 


the  accumulated  resources  of  the  past 
years,  because  the  pre-war  wealth,  in 
great  part,  bad  been  destroyed  by  the 
war.  The  country  was  forced  to  live 
without  a sound  currency,  even  without 
a unified  currency  system,  because,  after 
the  occupations,  there  remained  five  cur- 
rencies, German  marks,  PoUah  marks, 
Austrian-crowns  and  Russian  rabies,  to- 
gether with  the  “ Ostrubel  " in  the  East. 

In  1919,  however,  the  fiscal  organiza- 
tion of  the  country  began  to  progress. 
The  different  currencies  were  replaced 
by  one  legal  medium  of  payment,  the 
Polish  mark,  which  is  considered  the 
first  step  toward  final  reform  of  the  re- 
public’s finances.  However  low  the 
Polish  mark  may  stand  today,  its  regen- 
eration will  be  in  a ratio  corresponding 


to  the  country’s  ability  to  infuse  new 
life  and  energy  into  its  industries. 

For  that  necessary  purpose  the  Upper 
Silesian  decision  furnishes  an  excellent 
start.  It  runs  like  a red  thread  through 
the  entire  economic  structure  of  Greater 
Poland,  to  which,  backed  by  a plentiful 
fuel  supply,  industrial  expansion  cannot 
be  long  in  coming.  The  motive  power 
for  which  coal  is  the  basis  lies  stored  in 
unlimited  quantities  in  Upper  Silesia 
There  is  little  doubt  that  Poland  will  do 
her  part  toward  making  the  industrial 
situation  in  Upper  Silesia  agree  with 
the  requirements  of  the  allied  itations, 
namely,  that  an  understanding  should  be 
reached  with  Germany  so  that  the  re- 
sources of  that  region  can  be  utilized  to 
the  best  interests  of  all  concerned 


Approximately 


81,000  Gross  Tons 

Sodium  Nitrate 

te  be  sold  by 

SEALED  BIDS 

le  be  received  until 

Wednesday,  November  30,  1921 

10  «.  D. 

Bids  will  be  received  for  all  or  for  lots  of  not  less  than  100  long  tons, 
r.  0.  b.  cars  points  of  storage. 


THE  SODIUM  NITRATE  IS  LOCATED  AS  FOLLOWS: 

437  long  tool.  Cotton  Concentration  Co.,  Gahrevton,  Tex. 

7,173  long  torn.  Grand  Rapid*  Industrial  Land  Association,  Grand 
Rapids,  Mieb. 

10,167  long  Ions,  Hanuner  & Evans,  Jacksonville,  Fla. 

357  long  Ions,  Western  Cartridge  Co.,  Springfield,  DL 
50,693  long  tens,  E.  I.  DnPont  Co.,  HopeweB,  Va. 

5,674  long  tons,  1 jnl*  Rock  Rcron  Indasbrtai  Association,  Little  Rock, 
Ark. 

2,221  long  lens,  Atlanta,  Birmingbam  db  Atlantic  R.  R-,  Bmoavriek,  Ga. 

56  Iona  tona,  lUiaoU  Centnl  R.  R..  New  Orleans,  La. 

2,778  long  tons,  Aetna  Explosive*  Co..  ML  Union,  Pa. 

1,242  long  ton*.  Mobile  & <Hiio  R.  R.  Co.,  Mobile,  Ala. 


Circular  proposals  giving  the  quantity  of  the  lots  stored  at  each  location, 
their  reported  condition,  percentage  bagged,  percentage  loose  and  set,  and 
blank  forms  upon  which  all  bids  must  submitted,  will  be  furnished  on 
application  to  the  address  below. 

All  bids  will  be  received,  and  any  additional  information  desiretl  pro- 
vided by 

Chairman,  District  Ordnance  Salvage  Board, 

Frenkford  Aroenal, 

Bridesburg,  Pott  Office, 

PHILADELPHIA,  PA 


U.  S.  ARMY  SURPLUS 


THE  ANNALIST 


Neib  York.  Mond/iti,  Novcmbvr  ■.•I,  lfi:ii 


Curve  of  the  Food  Cost  of  Living 


Financial  Transactions  BAROMETRICS  The  State  of  Credit 


Potentials  of  Productivity  and  Measure  of  Business  Activity 


New  York.  Mouilaij,  November  2t,  1<)2I 


THE  ANNALIST 


491 


Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 

1920 

, Feb  Mar  Apr  May  June  July 


‘ between  Uie  base  line  and  the  broken  line  represents  the  cash  reserves  required,  that  b< 
■’old,  and  the  whole  space  between  the  base  line  and  the  heavy  line  represents  the  t 
be  brought  to  the  date  of  publication.  The  chart  r 


I that  the  record  c 


\ the  broken  line  and  the  light  line  th( 
tock  of  gold.  The  supply  is  computed  r 
i the  last  figures  published. 


Statements  of  the  Federal  Reserve  Banks 


Nov.  16 


Federal  Reserve  Bank  Statement 
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New  York  Stock  Exchange  Transactions 

Week  Ended  November  19,  1921  Total  Sales  4,676,992  Shares 


^ S « j* 

*'|h  ^ H {Jj  ^ 

1^  IM  1^  ^ 

4 28%  Jan.  3 AJ3AUS  EXPRESS  12,000.000  INc.  1,  '17  1 ..  411  41)  4l>  40  ..  ■JOO 

7 n Sep.  2 Advance  Rumel;  13.103.000  ..  12%  12%  12  12  — 1%  UnO 

10  35  Au3  17  Advance  liumeljr  pf 11,90%000  Del.  1,  '21  1%  Q 311%  311%  311  .SO  — V 4011 

12  30  June  SI  Air  IteducUon  (ah.) 16S.0H  Oct.  15.  '21  31  Q 30  30%  Ifll  30%  -f  % 300 

11  17  Sep.  3 Alaz  Rubber  (3W) KMMO.OOO  Dec.  1%  '80  U M<%  10%  17%  17%  -2%  20..VXI 

•J  V Sop  82  Alaaka  Gold  Utnee  («I0) 7,800,000  % % % + y,  2.KU 

0 % Oct.  31  Alaska  Juneau  Q.  2L  (210) 13,907.440  ....  V V % % — V O.kno 

29  ‘M  July  89  Alloshany  A WeMam 3,800,000  July  1,  '21  3 BA  ..  *84  ..  

6 100  FVV  IS  AU^marlean  Cablea  22,991,400  Oct.  14.  '31  IV  Q 102  UK  lOl  102  ..  400 

28  *l«  Aor  28  AUlanoe  RoaltT  AOOO.OOO  Oct.  18.  '21  3 Q ..  ’Ml  ..  

9T^  MTi  ^ a'*  m2 

101  WS  »»  Jai 

}m*  iS  ^ Ja 

IS  34  AU(.  IS  AlUed  Chemical  A Dya  (ah) 2,l8i.084  Nov.  1,  '21  |l  0 4.’>%  10%  45%  48%  -f  17%  2U.0ni 

19  .S3  Juno  S3  Allied  Chemical  A Dye  p( 38.880.100  Oct.  1.  '21  1%  0 94  M (13%  03  + 1 1,700 

2 28%  Au«.  24  Altla-Chalmere  AUg 24,006,600  Nov.  15,  “21  1 Q »ri%  3fl%  34%  30%  + % 8.100 

S3  67%  Aug.  S AllU-Chalmore  U(c.  pt 16,729.800  tet.  15.  ;2I  1%  Q Kl  83  82%  M + 1 41KI 

G 2i1%  Aug  29  Am.  Agricultural  Cherniy 33,322.100  Apr.  10.  '21  ||2  31%  34%  31%  32  4-  i 9,50(1 

7 51  Aug.  sa  Am.  Agricaltural  Chem.  p7 2S.4S3.200  Apr.  IS.  '21  1%  Gb%  IB  G>1%  ■»%  + 4%  , 2.4011 

10  40%  Jan.  0 Am.  Bank  Note  ($50) 4 430,706  Nov.  l.\  '21  |l  Q 51  M%  54  M .1.  % i.hhi 

15  4.7%  Jan.  U Am.  Dank  Note  Of.  ($501 4.496.860  Oct.  1.  '21  75o  Q 40%  4(1%  40%  49%  -4-  V '2>ai 

1^  MU  ^ 

^ <n  «l%  ^ J»- 

lonk  as  lot  7!%  snu  .so 

I4|%  ^MU  1J7U  1^  IS^  Nt 

5 55'’  June  22  Am.  Boot  Sugar  pt 'Joooiooo  Oct.'  3,  '21  1%  *Q  ^ M%  .T;,.. 

! 1*  M%  Jan.  3 IS  B^e  A ^ ooir'.l!  • 9,m.000  Sep!  »!  'll'  *1%  S tVT  1K1  l«  J 2*  tiuiil 

10  78%  June  25  Am.  Can  Oo.  pt 41.233J0D  Oct.  1,  '21  1%  Q 80%  i<0  'kii  'sil  ~ % 2>4m 

Id  113%  June  IT  Am.  Car  A Fhuodry 30.000,000  Oct.  1.  'SI  1%  Q 137  I3K%  13U  I3.S  4-  2 4.A.<i 

18  108  May  23  Am.  Car  A FUundiT  pf. 30,000.000  Oct  1.  'SI  1%  Q 11.7%  110%  113%  115%  % lioii 

^ 3^  M%  is<4  24V  N'o 

n as  8«  B0U  or  ap^ 

i«u  teu  m ««  («  -lu 

lU  7«u  m oe  las  u& 

^CU  UU  jMV  ;5V  Ma 

^ Iw  ^ » '4'V  No 

^8%  Nov.  w ^.1 ^’'100  i'  •**  1 ..  7 _^0%  7 8%  + 1%  1 im 

26  35%  jSf'  S Am!  OotSnOn  <S?'pt!!!;!;;;!!  wtSvJoO  Doc?  i"  4e  8 49''^  40*  ^ ^ +5*  ^i'"i 

It  4%  AI8  11  Am.  OrtwSymHeatB  ($101 M7$.370  Dae.  18.  -80  40c  . II  <i  .7%  5%  - % 2.4iai 

Vb  f^'  ?5  ^^2SS'™  *'  '**  '??Jy  J .it 

1S3U  lOSH  >2nt  »u  S3V  »u 

iiu  ^ ^ 

**  rf'^  '|4  Or 

a »v  4*  ITU  »v 

I aiii  a f Z S ='S  'ii 

17  73%  June  20  Am.  Lneametlva  Co 26,000,000  Sep.  30.  '21  1%  q (%%  Ml  IR  IH%  — % 18.400 

27  llV  Auft-  2D  Am.  Halt  A Grain,  atampad ..  ..  ,.  I4  ..  

IT  19  Jan.  6 Am.  Malt  A Grain  (ah.) 55,000  ..  |9  

*S  30H  'tv  14  Jaj 

8»v  Ciu  T2  SOU  44V  Ma. 

109V  M lOOV  MV  S>V  No 

iJo'*  IMU  1I5V  «V  I'iiv  Ma. 

IG  .iKS  Jan.  « I9.a0(|.g«  Q «J%  M M |j«  +3  J.I9" 

2 29%  Aug.  25  Am.  Smelt  A Ref.  Oo 80.993,000  51^.  is.  '21  1 ..  dR  41%  3U%  41%  + % I4.a>> 

I'o  ^ j"“  H aS:  ?“a  °9'mBoa  o^”'  '■  ^ J'jy 

47  SJU  W 58  X No 

98V  91U  93U  79U  92  No 

14SV  jjiv  l«g  MU  ^90^  Jan 

iS**  Stk  n 91  p5 

O SC  5J  48U  M Pot 

UKV  94  lOOV  MU  117U  No 

10  7k  Auk!  27  A^  E^'soi'li  ^I'v  § ^ iii%  ' 'Sw 

19  47%  Oct  19  Am.  Sugar  Ret.  Oo 45.000.000  Oct.  3.  '21  IV  O 50  58%  52%  M •(-  % 3S,I«I 

27  87%  Oct.  IS  Am.  Sugar  Rot.  Oo.  pi 45.000,000  July  2.  '21  1%  Q S2  85%  kl%  M + 1%  :i.4(in 

I 29%  Nov.  IT  Am.  Snmalja  thbaoco  14,447,400  Aug.  1.  '21  2 Q 35  35%  29%  32%  — 2%  .711,809 

'i  «*  A^;  25  Am!  iS'V’cahio!??!?.?!;;;;;;;  lioSoS  tol;  l;-ll  i%  ^ m m S*  S*  +*'%  !”i 

19  (tfV  Jan.  3 Am.  Tel.  A Tol.  Oo 442JB2.000  Oct.  IS.  '21  2%  3 111%  117%  111%  117%  + il  54.9111 

314U  IMV  SS3  IMU  m Uaj 

tIO  lOOH  I2TV  Ma 

108  S3V  ^ SS 

96“  so"  »*  Jm 

ISV  45V  t«^  uv  MV  Ma 

m Zn  ^ 5SV  39V  Jan 

24  111%  Jane  21  Am.  IPbaoco  Co 1 40.942t4a0  Sop.  1,  '21  3 Q 125  135%  133%  l'*%  + V r..8ni 

a 110  Jan.  3 Am.  ^ha«oo.  Claaa  B 49.m0m  Sop.  1.  '21  3 Q 121%  122%  121  132%  + % «,3ia> 

. ^ 88  Aug,  n Am-  ^Imcc^Co^.  pt.  51, ^TW  Oct  1,  '21  1%  Q B4%  »4%  U.7%  ItV*  — 1 1.1“«1 

10  m F^!  a Am!  wSiS  Co! 'rt-'!!!! ;;!!;!!!  ioioSooo  oct!  ii; 'Ii  iv  q iS%  - % ^'’’i™' 

26  20%  Ang-  It  Am.  WHttng  Paper  pt 12,600,000  Apr  1.  'IS  1 24%  25  21  » +1  1.;«i 

S4V  IS  34  SO  26^  Au 

77V  54V  66U  30  45  Nov 

•9%  '1  'i  Is 

®V  ^ T4V  4^  N®’ 

80V  58V  75V  as*  ?0  Not 

18  Sep.  ^ |lm^U  A 8.  ($w. ^’*®'ooo  * " "*  " 

,J  ^ iSS  :::::::::  ::  di  ii  g Vi,  - y.. 

IS  31%  Aug.  25  Anaeon.  C.  M.  Co.  ($M) 11V6S1.500  Nov.  22,  '20  $1  43%  45  42%  44%  + 1 M.laXI 

28  IS  Sep.  as  Art  Metal  ConctrucUon  (tIOl...  1,590.279  Oct.  31.  '21  ISc  Q ..  15  

13  1 July  2S  Axma  Realtatlon  f$1(r> 9,900.000  Ocl.  1.  'IS  I ..  1 1%  1 1%  + % mo 

19  Ja^  M Aayclated  Dry  G<^.  ^ UtmIoO  ^ ]'  Jl  1%  Q ^ 74*  M* 

»V  *ot!  76  n2 

16V  6^  IJV  4V  ^ Ja! 

107  srv  IMV  82  8SV  Jul] 

tSI  64  ^ ^ J*; 

22  91  Sep.  27  Aaaoclalod  OU  40.000,000  Oct.  20,  '21  1%  q 100%  100%  IKV  »»%  - 3 ■“*’ 

10  7GV  June  20  Atchlmn.  Topeka  A Santa  Pk. .225,279.000  Sep.  1.  '21  1%  u HCV  bTn  Ml%  87  -1-  V 9»a> 

la  75'.  Jan.  3 Atcb.,  Topeka  A BanU  Fo  pt.  ..I24.1W.SOO  Aug.  1,  21  2%  SA  M%  M4%  81%  84%  4 % I.40D 

4 IV  Not.  17  Atlanta,  Blrtn.  A AU 30,000,000  iv.  1%  1%  1%  4 % 2.a«' 

28  'H  Apr.  n AUanUc^  CPaat  Una 87.S8i.aOO  July  11.  '21  3%  SA  lOi-V  80%  88%  ‘48%  4-1%  ^ 3>||' 

3 AUanSc  FlSt  *(ab.’)^.-?.?V.'.’.'.'.'  **'S?;S4  *!.*  *4%  ^V  ^ ^ ^ V 

i?H  j?*  J« 

2S>  10  Aug.  ZS  Atlantic  Patralatun  ($35) 6.807,875  May  20.  '21  62%c  21%  22%  21%  4-  % 14.300 

29  14  Oct  7-  AUm  Tack  (ah.) 26.0M  ..  ..  ..  14%  

15  i(c»t  Job?  19  AUani^  R^lulaf  pf.;;;;!;;;;i;  soImrooo  ^!'i,'  'Ii  i%  § m%  in%  nrv  m%  '<» 

20  2%  Oct.  4 Auto  Saloe  <$M) 4.a.800  3%  a 2%  3 V TOO 

p ’•«&,;  “-SiSS  ■“  ::  i™  i.„  a S v . i™ 

‘s^  ^ 

101  S 93  nv  41  An: 

SOV  33  27  Mw 

3V  'tv  *1V  * *1  J*^ 

17  6S%  Jane  24  BAUIWIN  LOOOKOTIVB 20,000.000  July  1.  *21  3%  SA  (CV  fITH  93  nA<4  — % I42.4U0 

10  95  June  27  Baldwin  LocomoUva  pt 30,000,000  July  1.  '21  3%  SA  ..  1<Q%  ..  

0 30%  Mar.  11  BalUmoro  A Ohio l53.31Am  Mar.  1.  ‘19  2 37%  37%  30%  37%  — V 15,200 

n ^ 14  Saltl^m  A^Ohl0_pt. ODJOO.OtIO  ,1.  '»  ^2  SA  51  O'l  51  M 4-  % )-7W' 

4 MV  Juno  8 Baruadall  Oorp.,  ciaaa  A (rai.  I3.000.00c  Apr.  30.  '21  62140  *?  ..  . 2S<4  . .. 

3 14%  Jane  29  Banadall  Oorp..  daae  B (W).  1.000,000  Apr.  ».  '21  82%e  ‘J4%  34%  24  '34  --  % ■•4*> 

10  % Ang.  8 BalopOaa  (810) 8,931.980  % % % % ~ V 3II 

100%  ^ 98  47  ^ iiaj'  *6  ^ Jaai  24  I4.‘lc'm  Oct!  *l!  'si  Iv  Q MV  MV  W M — 'tV 

is  .si;  IF  S .is  all  SSI  |gj!?^ga'-S-.f- Kgas  gl:  1:|  K § _|»  ^1“  ? -_‘l  "fl 

25  U 15  2%  8 ItS'.  28  3 aS-  20  BoolA  l^artoa  ^?. !!! ! !!!!! ! Apr.  1,  •«  Me  ?.  '**414  + V zi^nu 

.21  2 ® Jan  14  Booth  FlihertOT  I»t  pf 4.998,800  Oct.  1.  •»  1%  M 

**  ^ • * J“-  * arooklra  Bitltia  nj»JP0  Srp.  1.  '21  2 Q 9t 

S*  10  17  9V  14%  Jan.  » ev  S«p.  30  BraoUn  Rapl8  Tranlt  Co 48,984.000  Jan.  2.  ’IS  IV  ..  8 KV  TV  KV  + 1 3.400 

2*v  6V  IJV  6V  10  Jan.  S 3V  8^.  30  B.  R.  T.  oartincataa  of  MooMI.  SSSBtOOD  ■•.  5U  IV.  r.vi,  3.H»' 

•3V  41  85  U 78V  Nov 

I^  n 1^  S ^ No< 

*2  47  * ” * S E 

lllV  107  loev  98  715  Mar 

3^  18  27%  10  28  Aoc 

27%  I8V  29V  8 I TV  Not 

■s  1 •£.”  E i;S  » . ^ is;  s 

U ^ l55?'  ^ ®~"  T.  A R.  R.  60c T.ooaooo  3 4 .3  r%  4-  % 

19  73  Pab.  10  Bnffalo  A Soaqoahanna A897.100  Sep.  30.  '21  1%  q 7K  

19  52  Aog.  17  BntUlo.  Rnchaetar  A pfai uS^OOO  Aug.  u;  '21  1 BA  . -'iT  

16  90  Mar  16  Buffalo.  Roeboetar  A Pitta,  pt..  8.000,000  Aug.  IS,  '21  3 SA  UO  

2 14%  Jan.  3 Battarlek  Co. 18.M7;2DO  Sop.  1,  '18  '%  ?.  27%  »i%  27%  + 2%  ' 700 

,l  .SSJZg  lSSSW.?^J.o'r;.;.;:  »gs  S'S^JS  ..“l  ::  ,‘A  .S  ,iti  a t,t  IS 

M%  ^ 8^  S^  T.1%  No< 

58%  ^ M 16%  4S9  Ua 

1^  JR  iS'*  ll%  l^  P 

19*  ^ 10%  Apr 

101  91V  100  72  85V  Prt 

10  7%  Aug.  23  CADDO  CEN.  O.  A II-  (ah.)..  IfiO.OOb  |4%  14%  1.7  14  % 11. MO 

19  5^  July  » Cajltomla^^Packlag  (i*.) .ilhlSl  *1-*®  Q TI%  73%  7<_l%  *»4  4- JV 

18  41%  Jan-  4 Calmnet  A Arlznna  ($10).......  0;434;e20  Sop.  20;  '21  Ste  Q S'J  53%  51%  53%  4-  1%  <■■■ 

11  101  Juno  20  Canadian  PaetDe  252.904.000  Ocl.  1.  ‘21  2%  Q 114%  117%  114%  116%  4-  1%  in..'k*> 

14  40  Jan.  21  Canada  Southam  15.000.000  Aug.  1,  ‘21  1%  SA  ..  44%  ..  

18  71  Sop.  7 Caao  (J.  I.)  Til.  H.  7«  pt U.OODAie  Oct!  1.  '21  1%  Q 7k  71)  78  7*9  4-  2V  VI 

1I8V  SOV  104%  30V  43%  Jan 

m IMV  ^ ^ 

Sv  30%  S*  ^ Jm 

90H  B 90  78%  70  Jon 

la%  99  IHV  SM  3R  ACM 

12  S2^  ? Ceattal  Leather  89.8S.IOO  Aug.  2,  '»  1%  . . .11  77  30%  32%  + 2 H.OOU 

12  57%  Ang.  24  Oantrel  Leether  p( S.ST.500  Apr.  1,  '21  1%  63%  (ik%  im  67V  -f  7%  n.MWI 

7 lie  Oct.  17  Cantral  of  New  Jarew 21,438,800  Nov.  1.  '21  2 q lUl  205  191  1(51%  + 7%  I.DM 

18  23  Mar.  10  OanP  da  Paaee  Copper  (ah.l...  89B.2B  Mar.  1,  '21  SOc  31  32%  31  32%  4-  1%  12.1181 

30  22  Aug.  6 Oartaln-Taad  Piodacta  <ab.) 74.000  Jae.  1,  ‘23  $1  20%  .12  29%  72  4- 3 41R 

10  70  June  10  Cattaln-Teed  Plodocta  lat  pf. . . 3,000.000  Oct-  1,  '21  1%  q 79  

20  « Jaa.  20  Certain  Teed  Producu  Zd  pf. .. . 2,676,000  OcC  1.  '21  1%  q ..  ..  08  

70  asv  Oc.  7 Chandler  Molor  (ah.) 2S.O00  July  1,  '21  lt.«  Q 411%  47%  45%  45%  - 1 i:i,l«l 

^ «i%  IT*  ^ ^ y* 

IR  ‘3  15*  4 ‘ev  j£ 

iTV  4 if%  '3%  R jZ 

IS  ;s 

9 46  Jana  20  Chaaapaeka  A Ohie tl.793,7«  Dec.  31,  '30  2 5S%  611%  M%  59%  4 4 -JO.Tnil 

0 6 Apr.  21  Chicago  A Alien 19.688.S0  0%  6%  6%  6%  - % aW 

12  9%  Aug.  9 Chlcegn  A Alton  pt 19.492AOO  Jm>.  18.  'll  2 U%  »V  9%  H%  . . 30" 

W 5*  ® Chi..  A Enat.  ni..  Eg.  Tr.  recta  6,6n,800  ..  2%  4%  2%  4%  + IV  imo 

31  V Apr-  28  Chl!  A b!  ih.  pt.,  Tr.  recta,  i.flo'.m  !!  !!  2%  W 2%  3%  + % '■Kin 

'S  «4  a Oika^' GfSit  48i4lC  F».' 'li.' ''10  't  !!  R ^ 0%  R + % 8<S 
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The  Trend  of  Bond  Prices— ^Average  of  40  Listed  Issues 


Week  Ended  November  19  Total  Sales  $96,480,950  Par  Value 


Ne«J  York.  Monday,  November  21, 1021 


THE  ANNALIST 


497 


Stock  Exchange  Bond  Trading— continued 


THE  ANNALIST 


New  York.  M< 


■Jl.  I'l-jj 


The  Annalist  Barometer  and  Business  Index  Line 


500 


THE  ANNALIST 


tvetv  York.  Monday,  November  ^/.  1'Il‘I 


U.  S.  Government 
Loans 


C.  F.  Childs  & Co. 

Tht  OIMl  House  ill  Artiffica  DeoJing 


Canadian 

Securities 

A.  E.  AMES  & CO. 

T„„.. 


"BOND  TOPICS” 

A.  H.  Bickmore  & Co. 


Cnrtis  & Sanger 


Jerome  B.  Sullivan 


WolH  & Stanley 


M.  S.  Wolfe  & Co. 


STANDARD 

OddL.bof  ® Bought  and 

SUadvd  oa  I Sold  at  (tie 


A.  A HOUSMAN  & CO. 


0 o e n Security  Market 


WT 

iiiitll”-  I I 


siES  Iffih  :.':  I ii 


Jiill 


We  are  Specialhle  in 

STERLING  BONDS 

Argentine  4s  & 5s.  All  Issues 
Brazil  4s.  4'/2S  & 5s.  All  Issues 
British  4s  & 5s.  All  Issues 
Costa  Rica  5s.  1911 
Chinese  5s.  All  Issues 
Japanese  4s.  4C'2s  & 5s 
Uruguay  5s.  1919 

PUNHAM&(§ 


4%  U.D  of  1889 


BULL  & ELDREDGE. 


W.  G.  Souders  & Co. 


I St.,  Now  York 


New  York  City 

Bank.  Truit  and  ln.ur.ace  Co. 

Parker  & Company 

49  WnU  SlS  York 

Tel.  no  HanoMer 


L.„ 


II 

& Co. 


icQuoid  & 

Sl.,N«»  Torlu  Tcl. 


New  Yoi'k,  Monday,  November  21, 11121 


THE  ANNALIST 


501 


ADVaaTlBBtHEWTB. ADVBBTIBBaiBWTa. 


Open  Security  Market 

FOREIGN  SECURITIES.  INCLUDING  NOTES— ConUnued 

OOVKKN.UKNT  1HHUK8— CoDtlnuMl 


tTAliV; 


Dividends  Declared  and  Awaiting  Payment 


ADVBBTI8E1IBNTB. 


ADVBBTieEMBNTB. 


Open  Security  M a rket 


RUMANIA: 

SWEDEN^; 

SWITZERLAND; 


PjTichon  • 
I'yncJion  4 


ARGENTINA : 


ICO  II 

HDMCIPAL  I6BVEB 


CANADA: 

Caljmrjr  7i, 


9IK  Pynchon  A 


WlTLAlpM.  Uaa 

GERMANT: 


Dunhun  A Co..  43  Bichanv«  PI.,  N.T.C 
Dunham  A Co.,  43  Bxchanfa  n.,  N.V.C 
Dnnham  A Co.,  43  Bxdianirr  PL.  N.Y.C 
C.  B.  inward  A Co.,  aj'B  wmy.  N.  v!  ( 
Dunham  A Co..  43  Exchange  PI.,  N.Y.C 
Dunham  A Co..  43  BXEhanco  FI-.  N.T.C 
punhai^A^^..  43  E^ntige  PI..  N.Y'Ic 


..Whlt^U  SOO 


HUNGARY: 
Budapest  4Hi 
JAPAN: 


r.  C-.-RliK^U  U 


r 


f- 


n 


-1 


I 


THE  ANNALIST 


ADVKKTIUC1UINT0. 


'i  .r.'.vx:  *:;::  BsSs:  J gJ::  iil  Ss;!:k.  S J g' :::  iisi:; 

i:  ”1'  S; i a iii  SIS:  i I:  ;i! 

wmm  1 1 


frrfft 


^civ  York.  M( 


THE  ANNALIST 


504 


THE  ANNALIST 


New  York.  Mondny,  November  31,  l'J21 


AUVRItTlSKUKNT. 


UNITED  STATES  SHIPPING 
BOARD  EMERGENCY  FLEET 
CORPORATION 

Offers  for  private  competitive  sale  on  December  15,  1921, 
notes  and  securities  as  follows : 


1.  Notes  of  Municipalities  and  Public  Utilities— in  units  of 
$1,250  and  up. 

2.  Notes  of  Industrial  and  Shipping  Companies— in  units  of 
$5,000  and  up. 

3.  Bonds  of  Foreign  Governments. 

4.  First  Mortgages  on  Real  Estate — in  units  from  $1,000  to  $4,000. 

Lists  May  Be  Examined  in 
New  York  or  Washington 

Complete  listings  and  description  may  be  examined  by 
properly  accredited  representatives  of  responsible  buyers  as  fol- 
lows: 

In  Washington  to  and  including  November  30  in  Room  1062  of 

the  Office  of  the  Emergency  Fleet  Corporation. 

In  New  York  during  the  week  November  21-26,  inclusive,  in 

Room  501,  45  Broadway. 

Offers  for  any  part  of  these  securities  will  be  received  up  to 
and  on  November  30,  1921.  The  United  States  Shipping  Board 
Emergency  Fleet  Corporation  will  consider  and  act  on  the  offers 
on  and  after  December  i , 1921.  Right  is  reserved  to  reject  any 
and  all  offers.  Offers  should  be  addressed  to 


HENRY  S.  KIMBALL,  Vice-President  in  Charge  of  Finance 
United  States  Shipping  Board 
Emergency  Fleet  Corporation 
WASHINGTON,  D.  C. 
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AI>VKMreBMKNT9. 


APygBTIBBMBWTt. 


Reorganization  of 

Missoori,  Kansas  & Texas  Railway  Company 

A PlM.  and  Agr^ment  dated  November  1,  1921,  for  the 
of  MiasourirKa^a  i Tanas  RaUway  Company 

under  which  the  undersigned  will  act  as  Reorgaiuiation  Managers. 

Holden  ol  bosd.  o,  note,  of  Miuoyri,  K.nu.  S Ten. 
coopsoie.,  ol  <he  el..m  ehieh  .,e  dejh  <"d.  “ ‘‘e  Pbo  ” „ 

therefor  may  become  partie*  to  the  Pl^  and  benefit  of  the  Plan  and  the  meth<^  and 

^ditioni  »u^ participation  may  be  obtained  from  the  Reorgaoaation  Manager*. 

and  Agreement. 

DepoaiU  of  bonds,  notes  and  stock,  must  be  made  on  or  before  January  7, 1922. 
Copies  of  (Re  Plan  and  Agreement  mag  i>e  oMoIrud  from  (Re  undersigned 


J.  & W.  Seligman  & Co. 


Hallgarten  & Co. 


Reorganisation  Managers 


HANDBOOK 

iiwrihing  all  of  tbC 

Foreign  Government 
Bonds 

imtt.mA  B»  tha  XhtUgd  Statm 
Utted  on  tho  Now  York  Stoefc  Backaago 

Forty-dght  pages  of  autboritaUve  data  and  Impop* 
tant  facts.  The  various  issues  are  treated  individu- 
ally, all  vital  statistics  and  essential  information 
hairtg  given  in  »ai-b  cM-ie_  This  publication  should 
prove  of  unusual  value  to  the  tbou^tful  investoTj 


McKinley  & Morris  i 

Utmben  Ne»  York  Stock  Btck^tt 
Sbely  Broadway  New  York 


HfHtnr^  of 
31|»  Nnn  Sorb  Sintra 
1851-1921 
By  ELMER  DAVIS 
0/  Tht  ranu  Editorial  Sle/f 
“ A stirTing  and  romantic 
tale  of  American  achievement. 
It  has  caught  our  interest  and 
held  it,  not  so  much  because 
it  deals  with  the  journalistic 
craft,  but  because  its  story  is 
cloB^y  tied  up  with  American 
history  of  the  last  70  years. 
The  Times  is  perhaps  more 
nearly  a national  new^a^r 


456  pages 

32  rotogravore  etchings 
18  facsimiles  of  first  pages 
Publuhed  by 

THE  NEW  YORK  TIMES  COMPANY 
Time*  Squre,  New  YoHi 
Prlee;  United  BUtw  end  Cmda. 


Annual  Review  of  Business 

The  Annual  Review  of  The  Annalist,  January  2,  1922, 
will  present  the  forecast  of  authorities  on  the  trend 
of  financ^  industrial  and  economic  developments 
in  1922.  . . g , . R.  • # 

Complete  reports  will  be  published  of  transactions  of 
l92i  in  stocks  and  bonds  listM  on  the  stock  ejrchangw  of 
New  York  and  other  leading  cities  and  in  the  unlisted 
security  markets. 

This  Review  will  be  of  permanent  value  to  all  banners, 
brokers,  manufacturers,  merchants,  exporters  and  im- 
porters, for  it  will  publish,  in  a convenient  form,  the  most 
important  financial  and  commercial  data  of  the  year. 

Throughout  the  whole  of  next  year  the  Annual  Review 
of  The  Annalist  will  be  in  constant  use  for  reference  pur- 
poses in  financial  and  business  offices. 

Reservations  for  advertising  space  should  be  made 
promptly. 

Annual  Review 
THE  ANNALIST 

January  2,  1922 


Times  Square,  New  York 


OfJer  a copy  in  advance  irom  iiour  newsdealer 
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The  New  Revenue  Act  Analyzed 


Dr.  Jniieph  J.  Klein  ia  the  aenior  mem- 
ber of  the  firm  of  Klein,  Hind*  & 
[■'inke,  certified  public  acco7intanU. 
[luring  the  nnr  he  wxw  on  expert  at- 
Inched  to  the  Council  of  National  De- 
fmeo,  and  frequently  eo-operated  with 
the  Bureau  of  Internal  Revenue  m con- 
nrelion  with  i(*  educational  and  tech- 
nical work.  He  t*  the  author  of  a num* 
her  of  alandard  accounting  worka, 
Ircluror  on  F«derof  and  State  income 
laxea  o(  the  College  of  the  City  of  New 
York,  and  is  regarded  aa  one  of  the 
trading  lax  experta  m the  country. 


r 3:50  on  the  after- 
noon of  Wednes- 

A I day,  Nov.  23,  ten 
I minatas  after  the 
I Senate  had  passed 
I the  bill  which,  two 
g days  before,  had 
been  similarly  ap- 
proved  by  the 
House  of  Repre- 
sentatives, the  efforts  of  Congress,  which 
began  in  special  session  April  11,  1921, 
became  a consununation  undevouUy 
wished  for.  The  President,  on  April  12, 
had  addressed  Congress,  indicating  the 
urgent  need  of  internal  revenue  tax  re- 
vision, and  his  hearers  needed  no  remin- 
der that  the  platform  of  the  Republican 
Party  had  promised  such  immediate  re- 
vision by  a downward  adjustment  and 
not  by  a shifting  of  the  burden.  This  is 
neither  the  time  nor  the  place  to  inquire 
to  what  extent  and  in  what  degree  the 
sacred  covenant  between  the  majority  in 
t>oth  houses  and  the  electorate  has  been 
observed.  Suffice  it  for  the  present  pur- 
poses to  indicate  the  high  spots  in  the 
new  law,  and  to  offer  some  suggestions 
which  it  is  hoped  will  prove  beneftda]. 

So  far  as  1921  is  concerned,  the  raate- 
nal  changes  deal  \rith  a number  of  im- 
portant administrative  features,  an  in- 
crease of  9500  in  the  personal  exemption 
of  married  persons  and  heads  of  family, 
provided  the  total  income  is  not  in  ex- 
cess of  96,000,  the  increase  from  9200 
to  9400  for  dependents,  and  the  follow- 
ing technical  matters  of  Title  II.  dealing 
with  income  taxes: 


(1)  The  net  loss  for  any  year, 
including  Uie  year  1921,  may  be  em- 
ployed for  the  reduction  of  net  income 
of  tho  .succeeding  year,  and  if  the  net 
loss  of  the  first  year  is  not  thuLS  ex- 
hausted, the  balance  may  be  applied  to 
the  net  income  of  the  second  succeed- 
ing year. 

(2)  Among  the  deductible  contribu- 
tions, still  limited  to  15  per  cent.,  a 
provision  has  been  included  whereby 
are  deductible  such  donations  to  the 
United  States,  to  States,  to  nmnidpal- 
itict),  &c.,  for  public  purposes.  Con- 
KTcss  has  again  failed  to  permit  such 
rlcductions  if  made  by  corporations. 

(3)  Citizens  and  domestic  corpora- 
tions, under  certain  limitations,  need 
not  include  in  gross  income  earning 
made  from  operations  included  in  Unib- 
ed  Statos  pos.<es.«inns,  unless  and  until 
.>ucli  earnings  have  been  received  with- 
'in  the  United  States,  thereby  elimi- 
nating prior  double  taxation. 

(4)  Full  effect  is  given  to  the  Unit- 
ed States  Supreme  Court’s  decision  in 
the  Goodrich  ense  and  to  solicitor’s 
'lutement  to  the  Court  relating  to  the 
Hpplicubility  of  the  old  law  section 
dealing  with  the  basis  of  determining 


By  Dr.  Joseph  J.  Klein,  C.  P.  A. 


(1)  If  income  over  20  per  cent  of  capital,  rate  46  per  cent 

(2)  If  income  over  8 per  cent  up  to  20  per  cent  of  capital,  about  28  per  cent 

(3)  If  income  less  than  8 per  cent,  of  capital,  about  10  per  cent 

*Wlth  special  limitation  provisions. 

Under  the  1921  Act  for  1922. 

12^  per  cent  of  income,  with  special  exemption  of 
92,000  of  income  is  not  over  925,000. 


gain  or  loss  on  the  sale  or  other  dis- 
position of  property  acquired  prior  to 
March  1,  1913  (present  act,  Section 
202B). 

The  balance  of  Section  202,  commenc- 
ing with  Subdivision  C,  deals  prima- 
rily with  the  exchange  of  property,  and 
provides,  mucli  more  liberally  than  did 
the  1918  act,  for  the  postponement  of 
the  determination  of  taxable  income  un- 
til what  has  been  received  has  been  con- 
verted into  cash  or  its  obvious  equivalent. 
Even  if  that  which  has  been  received  has 
a readily  realizable  marketable  value,  no 
determination  is  made  provided  it  is  sub- 
stantially similar  property  to  that  dis- 
posed of.  And  when  an  individual  or 
partnership  transfers  property  to  a cor- 
poration and  immediately  controls  80  per 
cent,  or  more  of  the  stock  of  the  ven- 
dee corporation  no  taxable  gain  results. 

{5}  Deduction  of  traveling  expenses, 
inclusive  of  the  entire  amount  spent 


for  meals  and  lodging,  is  a much  more 
liberal  provision  than  in  the  1918  law. 

(6)  Individuals  and  fiduciaries  hav- 
ing gross  incomes  of  95,000  or  more, 
regardless  of  the  amount  of  the  net  in- 
come, and  even  if  a net  loss  exis^ 
must  file  returns.  Husband  and  wife 
may  file  joint  or  separate  retorrm  at 
will  and  inconsistently,  but  if  the  joint 
gross  income  of  both  equals  or  exceeds 
95,000,  a return  must  be  filed. 

(7)  The  arbitrary  distinction  made 
under  the  1918  law  between  .so-called 

Sersonal  service  corporations  and  ur- 
inary corporations  has  been  eliminat- 
ed. A safety  valve  provision  has  been 
inserted  (Section  1,^2)  providing  for 
the  taxation  of  these  special  corpora- 
tion.s  as  ordinary  corporations  for  the 
years  1916  to  1921,  inclusive,  in  case 
the  Unit^  States  Supreme  Court 
should  hold  Section  218E  of  tho  1918 
act  unconstitutional,  and  provision  is 
then  made  for  the  adjustment  of  taxes 
paid  by  Uie  stockholders  of  such  cor- 
porations. 

(8)  Section  206  provides  new  taxa- 


“ capital  loss.”  This  section  provide.^ 
for  the  limitation  of  tax  on  such  net 
gains  to  12^  per  cent.,  provided  the 
total  tax  on  total  net  income,  inclusive 
of  aipital  net  gain,  is  not  less  than 
12%  per  cent.  While  this  provision  is 
re^icted  to  individuals  and  partner- 
ships, corporations  are  not  discriminat- 
ed a^nst  because  their  own  tax  rate 
is  12%  per  cent. 

(9)  From  the  income  point  of  view 
a very  inunaterial  change,  but  one 
which  is  absolutely  sound  in  principle, 
is  the  provision  by  which  the  recipient 
of  interest  from  tax-free  covenant 
bonds  m no  longer  compelled  to  impose 
upon  himself  the  fiction  of  constructive 
income  in  the  absence  of  actual  income 
received. 

(10)  In  the  case  of  property  ac- 
quit by  gift  after  Dec.  31,  1920,  the 
basis  for  determining  gain  or  loss  upon 

or  other  disposition  thereof  shall 
M the  same  as  that  which  it  would 
have  in  the  hands  of  the  donor  or  the 
la^  preceding  owner  who  did  not  ac- 
quire the  property  by  gift. 


Among  the  more  important  of  the  ad- 
ministrative changes,  mention  must  be 
made  of  the  following: 

(1)  The  Hnal  determination  of  a 
taxpayer’s  liability  and  the  agreement 
to  settle  tax  elnims,  in  writing,  shall 
be  final  and  conclusive,  except  for 
fraud. 

(2)  In  most  cases,  there  shall  not  be 
more  than  one  examination  of  a tax- 
payer's books  for  a given  taxable 
year. 

(3)  Decisions  of  the  Commissioner 
of  Internal  Revenue  or  of  the  Secre- 
tary of  the  Treasury  need  not  be 
retroactive  if  they  reverse  a previous 
regulation  of  the  department 

(4)  Provision  for  the  payment  of 
inter^  at  one-half  of  1 per  cent  per- 
month  by  the  Government  to  taxpay- 
ers on  refunds  and  court  judgments 
in  certain  cases. 

(5)  Simplification  of  thetaxexemp- 
tions  provided  by  the  various  laberty 
and  Victory  Bond  acts. 


While  not  a part  of  the  new  revenue 
act  attention  may  well  be  given  to  the 
possibility  for  improvement  inherent  in 
Senator  Pomereno’s  bill  providing  for 
the  creation  of  a United  States  Court  of 
Internal  Revenue  Appeals.  This  court 
is  intended  to  exercise  exclusive  appel- 
late jurisdiction  in  all  cases  regarding 
the  construction  of  the  law. 

A few  changes  in  the  law  take  effect 
as  of  Nov.  23,  1921.  namely: 

1.  Section  229,  similar  to  Section  330 
of  the  Revenue  act  of  1918,  permit- 
ting unincorporated  organizations, 
which  earned  at  least  20  per  cent  on 
invested  capital,  to  elect  to  be  taxed 
as  s corporation  from  Jan.  1,  1921, 
provided  incorporation  takes  place  on 
or  before  March  23,  1922. 

2.  Section  214  (a)  (5)  affecting 
individuals,  and  Section  234  (a)  (4) 
relating  to  corporations,  include  a 
drastic  provision  aimed  at  " wash 
soles.”  Except  in  the  case  of  dealers 
in  stocks  and  securities,  it  appears  to 
be  the  intention  of  Congress  to  pre- 
vent the  taking  of  losses  by  those  who 
“ within  thirty  days  before  or  after 
the  date  of  such  side  or  other  disposi- 
tion ” reacquire  and  bold  " for  any 
period  after  such  sale  or  disposition  " 

'•  substantially  identical  property." 

All  of  the  other  change.^  in  the  law 
take  effect  on  Jan.  1.  1922.  Among  the 
more  important  ones  are  the  following: 

1.  Change  in  surtax  rates  and  fix- 
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ing  of  maximum  surtax  rate  at  60  dot 
cent,  instead  of  65  per  cent  as  under 
the  earlier  act. 

а.  Repeal  of  the  excess  profits  tax. 

5.  Increase  from  10  per  cent  to  12^ 
per  cent  in  normal  income  tax  rate 
affecting  corporations. 

4.  Elimination  of  prior  spcafic  ex- 
emption of  62,000  in  favor  of  corpora- 
tions, if  such  corporations  have  a net 
income  in  excess  of  J26.000. 

б.  Rep^  of  most  of  the  so-called 

petty  and  nuisance  taxes  and  reduc- 
tion in  rates  of  those  which  arc  re- 
tained.  - . 

6.  Special  provisions  for  the  de- 
termination of  net  income  of  insurance 
corapaiues. 


Ordinarily,  the  Senate  is  the  conserva- 
tive wing  of  Congress.  In  this  case,  the 
House  originally  fixed  the  maximum 
surtax  rates  at  S2  per  cent,  and  it  was 
the  radical  members  of  the  Senate  who 
raised  those  rates  to  60  per  cent  The 
Senate  members  of  the  conference  com- 
mittee were  not  in  favor  of  the  60  per 
cent  rate  and  were  ready  to  agree  to 
lower  rates.  The  House,  however,  re- 
versed its  own  action  and  accepted  the 
Senate’s  change,  thus  necessitating  the 
acceptance  of  the  higher  rates  by  the 
conference  committee.  If  this  was  a 
Congressional  joke,  the  joke  is  on  the 
public.  However,  I think  it  is  a serious 
miscarriage  of  equity. 

The  two  outstanding  shortcomings  of 
the  new  law  are  its  failure  to  recognize 
the  intimate  relationship  between  busi- 
ness revival  and  taxation  and  its  failure 
Co  appredate  that  the  basis  of  revenue 
raising  suitable  for  war  purposes  is  in- 
applicable to  peace  times.  A scientific 
and  comprehensive  study  dtould  have 
been  made  either  before  or  during  the 
seven  months  when  Congress  was  in  ses- 
sion for  the  purpose  of  determining  not 
only  the  minimum  financial  needs  of  the 
Government,  but  also  the  best  and  most 
reliable  sources  of  revenue. 

I rhink  it  is  obvious  tb  all  students  of 
the  subject  that  at  the  present  time,  and 
probably  for  some  time  in  the  future, 
profits  will  be  the  most  unstable  of  all 
tax  bases.  The  commission  which  Sena- 
tor Calder’s  proposed  bill  is  to  call  into 
being  may  yet  write  for  itself  as  enviable 
a reputation  as  was  achieved  by  the 
British  “ Royal  Commission  on  the  In- 
come Taxes”  which  rendered  ita  report 
in  1920.  and  upon  which  report  were 


predicated  the  British  revenue  law 
changes.  Hope  for  improvement  is  also 
based  upon  Section  1327,  ivhich  provides 
for  the  creation  of  a tax  simplification 
board. 

IN  passing,  it  seems  that  Congress 
should  have  provided  by  direct  tax- 
ation (some  form  of  sales  or  turnover 
tax)  for  at  least  the  amount  of  interest 
on  Government  indebtedness  as  repre- 
senting the  most  democratic  scheme  of 
taxation  and  as  most  fair  and  equitable 
in  that  all  of  the  people  are  called  upon 
to  bear  the  burden  of  the  “ war  for  de- 
mocracy." The  balance  of  tho  Govern- 
ment's requirements  should  be  raised  by 
means  of  a tax  on  income,  no  heavier  on 
the  individual  or  partnership  than  on  tho 
corporation,  and  from  customs  and  ex- 
cise taxes.  1 venture  the  prediction  that 
the  promised  revision  of  the  act  of  1921 
will  not  fail  to  take  into  consideration 
what  is  implied  in  the  preceding  sen- 
tence. 

The  aceompanying  chart  serves  a two- 
fold purpose.  It  indicates  by  means  of 
the  dotted  line  the  tax  levy  on  corpora- 
tions onder  the  new  law.  and  by  means 
of  the  solid  line  the  corresponding  levy 
under  the  act  of  1918  applicable  to  the 
year  192L  It  is  to  be  noted  that  at  the 
lower  lords  of  income  the  new  law  bears 
more  heavily  upon  the  less  profitable 
eorporatioD.  whereas  later  on  there  is  a 
distinct  and  growing  advantage  in  favor 
of  the  prosperous  corporation.  For  ex- 
ample, a corporation  with  an  invested 
capital  of  6100,000  and  a net  income  of 
66,000  would,  under  the  old  law,  pay  a 
tax  of  about  6 per  cent  of  its  net  income, 
and  under  the  new  law  of  about  8 per 
cent,  of  its  net  income;  if  its  net  income 
were  611,000,  it  would  pay  a tax  of  about 
8 per  cent,  under  the  old  law  and  of 
about  10  per  cent,  under  the  new  law;  if 
it  earned  |16,000,  under  the  old  law  it 
would  pay  a tax  of  about  13  per  cent,  and 
under  the  new  law  of  about  11  per  cent, 
and  thereafter  the  new  law  would  con- 
tinue to  be  of  increasing  benefit.  No 
fault  can  be  found  with  the  reductimi  in 
taxes,  but  severe  criticism  is  in  order 
for  failure  to  provide  a corresponding 
beneHt  to  the  less  profitable  corporation. 
Whereas  the  profitable  corporation  has 
received  real  advantages  under  the  law, 
there  has  been  a glaring  failure  to  grant 


corresponding  concessions  to  individuals 
and  to  partnerships. 

Individuals  whoso  incomes  oro  not  in 
excess  of  6200,000  have  hardly  been  ben- 
efited at  all,  os  is  indicated  by  the  ac- 
companying table.  The  new  law  con- 
tinued tho  vicious  tendency  of  its  imme- 
diate predecessors  to  force  business  or- 
ganizations to  assume  a certain  form 
because  .of  the  radically  different  inci- 
dent in  taxation.  For  example,  on  in- 
dividual with  an  invested  capital  of 
6100,000  and  a net  income  of  6h0,00(r, 
will  be  subject  to  a tax  of  approximately 

69.200,  whereas  a similarly  situated  cor- 
poration would  pay  approximately 

66.200.  A partnership  consisting  of 
three  equal  partners,  having  an  Invested 
capital  of  61.000.000  and  earning  a not 
income  of  6000,000,  would,  through  their 
individual  owners,  pay  an  approximate 
tax  of  ^60,000,  compared  to  the  approx- 
imate levy  on  a corporation  of  676,000. 
The  conclusion  is  subject  to  some  modi- 
ficatian,  duo  to  tho  fact  that  the  owners 
of  the  corporation,  when  a dividend  is 
distributed,  would  be  subject  to  a surtax 
on  such  dividend,  and  due  to  the  capital 
stock  tax  on  corporations. 

INCIDENTALLY,  Ckmgress  baa  con- 
sistently failed  to  provide  against  the 
obvious  inequity  of  not  permitting  re- 
cipients of  dividends  to  include  such  divi- 
dends in  their  gross  income  and  to  re- 
duce their  taxes  by  the  exact  amount  of 
tax  paid  by  the  corporation. 

The  financial  and  economic  history  of 
the  United  States  affords  few  examples 
of  national  " crimes."  The  one  most  fa- 
miliar to  students  of  economics  is  the  so- 
called  monetary  offense  known  as  " the 
crime  of  1873.”  I fear  that  1921  may 
go  down  on  the  annals  of  our  history  as 
another  crime  year — " the  crime  of  192L” 
I refer  to  the  failure  of  Congress  to 
redeem  its  implied  pledge  in  the  1918 
act  regarding  tho  refunding  of  taxes 
paid  on  erroneously  computed  and  un- 
res  tzable  profits.  The  excess-profits 
ta*  law  was  intended  to  tax  excess 
proHts  just  as  the  British  act  did.  Due 
to  the  necessity  of  determining  profits 
annually,  actually  ” guessing  ” at  them 
by  taking  an  inventory  of  unsold  mer- 
chandise, the  ” net  income  ” annually  re- 
ported is  the  annual  approrimately  cor- 
rect figure.  Great  Britain  recognized 


tills  fact  by  providing  for  averaging  and 
adjusting  of  such  annual  profits.  More- 
over, England,  in  its  financial  act  of 
August,  1921,  did  tho  great  and  big 
thing,  ^0  obviously  fair  thing,  in  legis- 
lating to  refund  to  taxpayers  the  excess- 
profits  tox<!.s  collected  by  the  Govem- 
mont  in  excess  of  the  actual  excess 
profits  earned.  For  example,  under  tho 
British  act  a certain  taxpayer  may  have 
paid  £100,000  of  excess-profits  taxes  dur- 
ing the  war  years  which  ended  Dec.  31, 
1920.  Tho  profits  upon  which  this  tax 
were  based  mav  have  been  as  follows; 

1914  £6,000 

1916  20,000 

1916  20,000 

1917  36,000 

1918  90,000 

1919  120,000 


Net  profit  for  sevon  years.  £31,000 

The  British  Government  bos  provided 
for  a refund  in  such  a case  of  £69,000. 

Congress  has  not  seen  Its  way  dear 
to  do  anything  of  tho  sort,  although  it 
has  eased  its  conscience  by  providing 
that  losses  commencing  with  the  present 
year  ghnll  be  deducted  from  future 
profits,  as  outlined  in  an  earlier  para- 
graph of  this  review. 

The  bright  star  on  the  immediate  hori- 
zon is  the  promise  of  the  majority  party 
to  begin  work  upon  a revision  of  the  tax 
law  immediately  after  Congress  con- 
venes next  month.  It  is  hoped  that  the 
fiscal  requirements  of  tho  Govemnent 
will  be  much  lower  than  those  indicated 
by  the  Secretary  of  the  Treasury,  due  to 
the  effect  of  the  diaannament  conference 
and  the  savings  effected  by  the  applica- 
tion of  the  Budget  act.  Not  only  will 
Congress  be  in  a position  to  provide  for 
less  revenue,  but  I believe  it  will  recog- 
nize the  positive  need  of  revamping  the 
basis  upon  which  present  taxes  are  pred- 
icated, so  as  to  remove  the  handicap 
under  which  industry  now  labors.  Such 
relief  would  come  about  by  incorporat- 
ing the  basic  ideas  of  Senator  Smoot's 
defeated  bills,  and  in  this  task  Congie&s 
will  undoubtedly  be  enlightened  if  Sena- 
tor Colder  is  encouraged  and  supported 
in  his  desire  to  create  a non-partisan,  ex- 
pert commission  for  the  purpose  of 
studying  the  entire  subject 


Finance  Conference  Now 


Probable  in  January 


By  Rodney  Bean 


Special  Correspondence  of  The  AnnaUet 
WASHINGTON.  Nov.  26. 

0PPARENTLY  the 
Governments  of 
Great  Britain. 
France  and  Italy 
are  about  prepared 
to  accept  the  judg- 
ment of  the  United 
States  that  it 
would  be  unwise  to 
attempt  formal 
consideration  of  the  wartime  indebted- 
ness of  the  allied  and  associated  na- 
tions and  a rearrangement  of  the 
German  reparations  in  the  sessions  of 
the  international  Conference  for  the 
Limitation  of  Armament.  Hope  is  now 
being  expressed  by  some  foreign  dele- 
gates that  these  problems  will  be  taken 
op  at  a finanrial  conference,  possibly  in 
January,  in  which  America  would  con- 
sent to  participate,  either  as  a Govern- 
ment or  through  the  medium  of  repre- 
sentatives of  its  financial  and  commer- 
cial institutions. 

An  informal  statement  by  one  of  the 
representatives  of  Great  Britain  that 
there  were  no  finandal  experts  on  the 
British  delegation,  and  Great  Britain, 
therefore,  was  unprepared  to  take  up  the 
question  of  wartime  indebtedness,  was 
accepted  as  confirmation  of  how  matters 
were  going.  Later  a representative  of 
the  Italian  delegation  said  that,  while 
Italy  was  anxious  to  have  the  financial 
problems  play  a prominent  part  in  the 
confmnee  ddiberations,  she  fdt  that  no 


move  properly  could  be  taken  to  bring 
about  each  a result  unless  the  United 
States,  which  initiated  the  present  con- 
ference, took  the  lead.  The  French  have 
assumed  pretty  much  the  same  attitude 
as  Italy,  and  it  is  known,  farther,  that 
both  nations  are  hopeful  that  the  Con- 
ference for  the  Limitation  of  Armament 
wiB,  in  any  event,  lead  up  to  an  interna- 
tional finttni-ra]  conference.  France  is, 
perhaps,  the  hardest  pressed  of  all,  as 
default  by  Germany  in  her  reparation 
payments  on  Jan.  16  or  in  the  months 
that  follow  would  leave  the  French  fi- 
nances in  a more  serious  muddle  than  at 
present. 

Great  Britain’s  representative  said 
that  his  country  was  making  prepara- 
tions to  meet  the  payment  on  the  interest 
due  to  tile  United  States  on  the  Wartime 
obligations,  but  on  this  point  the  other 
debtor  nations  have  not  expressed  them- 
selves. There  is  evident,  however,  a 
feeling  that  for  the  European  nations  to 
make  such  payments — granting  for  pur- 
poses of  argument  that  they  could  obtain 
the  money  to  do  so— would  merely  serve 
to  make  the  international  exchange 
rituation  more  bopdess,  unless  some 
very  defirute  arrangement  was  arrived 
at  to  improve  trade  i^ations. 

For  instance,  the  argument  is  made 
that  for  France  to  meet  interest  charges 
on  the  American  debt  at  tiie  present  rate 


of  exchange  would  provide  a burden 
sdiich  would  put  the  value  of  the  franc 
still  lower  and  thus  supply  an  additional 
handicap  to  building  up  commercial  rela- 
tions, which  the  offidal  figures  now 
show  are  depressed  to  the  vanishing 
point.  And  while  all  of  these  matters 
may  not  be  taken  up  formally  by  the 
present  conference,  they  have  not 
escaped  notice  in  informal  discussions. 
There  is  a pretty  thorough  understand- 
ing of  the  problems  faced,  which  will 
figure  in  any  later  deliberations. 

But  the  American  delegation,  so  far 
as  can  be  learned,  is  sticking  to  its  con- 
tention that  the  injection  of  the  seri- 
ous financial  and  economic  problems 
into  the  conference  would  hamper 
a speedy  settlement  of  the  questions  im- 
mediately at  issue,  such  as  the  limitation 
of  naval  armaments  and  the  efforts  to 
bring  about  an  agreement  on  Far  East- 
ern differences,  especially  as  regards  the 
future  of  China.  This  riowpoint  is  not 
shared  by  some  of  the  foreign  nations — 
Italy,  for  instance,  believes  that  the 
problems  of  disarmament  and  the  eco- 
nomic chaos  in  Europe  are  as  one — but 
up  to  this  time  such  arguments  have  had 
no  effect 

There  are  some  who  feel  that  an  in- 
ternational conference  .io  deed  with  the 
financial  and  economicj^cnblenis  will  be 
inevitable  early  in  the  coming  yeaz^ 


possibly  in  January.  Predictions  are 
made  that  Germany  either  will  not  meet 
her  full  reparation  payments  on  Jan. 
16  or  that  the  conditions  surrounding 
the  payment  will  make  it  apparent  thai 
she  cannot,  under  the  present  economic 
conditions,  continue  to  make  the  pay- 
ments on  the  basis  of  the  demands  con- 
tained in  the  Treaty  of  Versailles. 

This  was  one  of  the  points,  it  is  under- 
stood, which  certain  foreign  experts  in 
international  finance  were  anxious  to 
bring  to  the  attention  of  the  present 
conference,  holding  that  snch  a sltuatioo^ 
hftd  a tremendous  effect  upon  the  ques- 
tion, for  instance,  of  the  reduction  of 
the  French  armies.  The  fact  that  tho 
reduction  of  land  forces  may  be  left 
without  definite  oonclosion  being  reached 
by  the  conference  has  taken  some  of  tho 
force  from  this  argument. 

But  it  has  left  for  settlement — grant* 
ing  that  tho  argument  concerning  Ge^ 
many’s  inability  to  pay  is  sound — the 
problem  of  what  is  to  bo  done.  Various 
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* Equalizing  Exchange  Duties*  to  Solve  Tariff  Problems 


By  G.  F.  Bauer 

Fonnerly  Ta^  Expert,  United  States  Barean  of  Foreign  and  Domestic  Cdnunerce 


0 tariff  rerision 
whatever  U needed 
now  if  e<iualiziiig 
exchange  d n 1 1 e a 
ore  employed.  By 
these  are  meant 
duties  that  will 
balance  the  ex- 
change value  of  de- 
predated carrendes 
with  their  actual  buying  power  in  the 
countries  of  issue.  These  equalizing  ex- 
change duties  would  give  American  in- 
dustries increased  protection  where  it  is 
mostly  if  not  alone  needed  now.  This  evi- 
dently is  only  where  competition  enters 
of  countries  that  have  a currency  of 
which  the  value  in  the  United  States  dif- 
fers greatly  from  ita  value  for  domestic 
purchases  in  the  country  of  issue. 

How  thb  difference  in  the  two  aspects 
of  a depreciated  currency  militates 
against  American  industry  is  Illustrated 
by  the  German  mark.  It  is  tiie  consid- 
erable difference  between  what  the  Ger- 
man mark  buys  in  Germany  and  what  it 
purchases  in  the  United  States  that  gives 
the  German  manufacturer  such  a great 
advantage  in  costs  over  his  American 
competitor. 

Under  the  proposed  plan  this  advan- 
tage would  be  offset  by  assessment  of 
equalizing  exchange  duties.  They  would 
be  of  such  an  amount  as  to  equalize  the 
difference  between  the  value  of  Ger- 
man goods  expressed  in  dollars  at  cur- 
rent exchange,  and  the  value  of  the  same 
goods  ascertained  in  dollars  at  a rate 
corresponding  to  the  relative  baying  pow- 
er of  the  mark  in  Germany. 

The  value  of  foreign  currencies  is 
usually  expressed  in  American  money 
by  what  Is  known  as  the  current  rate 
of  exchange.  At  the  time  of  writing  the 
mark,  for  instance,  is  equal  to  10.0138 
of  American  money  and  represents,  as 
far  as  the  German  is  concerned,  an  ex- 


ternal value  of  his  unit  of  currency. 
Prior  to  the  war  the  mark  was  quoted 
at  $0,238,  so  that  at  the  present  quota- 
tion of  $0.0188  it  is,  on  the  basis  of  the 
American  standard,  worth  but  B£  per 
cent,  of  its  normal  amount. 

Because  the  German  mark  is  worth  in 
the  United  States  but  6.8  per  cent,  of 
what'  it  was  formerly  does  not  neces- 
sarily mean  that  the  mark  also  pur- 
chases commodities  in  Germany  to  the 
extent  only  of  6.8  per  cent  of  what  it 
did  before  the  war.  In  fact,  it  is  because 
the  German  mark  boys  more  than  6B 
per  cent  of  what  it  did  previously  that 
the  American  manufacturer  has  become 
concerned  about  competition  from  that 
source. 

In  ascertaining  what  the  mark  actual- 
ly buys  a comparison  of  prices  or  costs 
of  living  in  both  the  United  States  and 
Germany  is  necessary.  This  is  readily 
accomplished  by  reference  to  the  respect- 
ive commodity  indices,  which  are  noth- 
ing more  than  composite  figures  of 
prices  for  essential  commodities.  In  1813 
the  cost  of  living  in  both  the  United 
States  and  Germany,  based  on  commod- 
ity indices,  is  assumed  to  have  been  100. 
In  January  of  1921  the  cost  of  living 
had  increased  to  177  in  the  United 
States  and  to  1,443  in  Germany.  The 
cost  of  living  in  dollars  in  the  United 
States  was  consequently  12.3  per  cent, 
of  what  it  is  in  marks  in  Germany.  Sim- 
ilarly the  purchasing  power  internally  in 
Germany  of  the  mark  in  relation  to  the 
dollar  was  also  12.3  per  cent,  of  what  it 
was  formerly. 

Two  distinct  percentages  bearing  on 
the  mark  are  thus  brought  forth.  The 
one  referred  to  further  above  of  6B 


per  cent,  is  the  percentage  of  the  normal 
exchange  represented  by  the  actual  cur- 
rent rate  or  relative  external  value  of 
the  mark  outside  of  Germany.  The  other, 
of  12.3  per  cent,  is  the  percentage  of 
normal  exchange  represented  by  the  pur- 
chasing power  of  the  mark  as  related 
to  the  dollar,  or  its  relative  internal 
value  for  purchases  in  Germany. 

In  detail,  then,  the  mark  quoted  ac- 
cording to  its  external  value  is  5A  per 
cent,  of  the  normal  value  of  23B  cents, 
or  1.38  cents.  Quoted  at  a rate  corre- 
sponding to  the  mark’s  internal  value 
the  calculation  would  be  12.3  per  cent, 
of  the  normal  value  of  23.8  cents,  or 
2.93  cents.  Between  the  two  values  there 
is  a difference  of  1.64  cents,  or  6.6  per 
cent.,  of  the  mark’s  normal  value,  which 
must  be  offset  by  equalizing  exchange 
duties  if  certain  American  manufactur- 
ers are  to  be  sufficiently  protected. 

How  this  may  be  actually  accom- 
plished is  shown  in  the  following  exam- 
ple of  a typical  importation  of  German 
toys: 

VALUATION 

Value  in  marks  of  shipment  of 

German  toys 10,000 

Value  of  toys  converted  into  dol- 
lars at  normal  rate  of  23A 

cents  $2,380 

Value  of  toys  converted  into  dol- 
lars at  current  rate  of  .0138 

cents  138 

CUSTOMS  CHABGES 
B^ular  duty  of  35  per  cent,  of 
value  determined  at  current  rate, 

35  per  cent  of  $138 $48.30 

Equalizing  exchange  duties  of  6.5 
per  cent,  of  value  determined  at 
normal  rate,  6.6  per  cent,  of 
$2,380  164.70 

Total  $203.00 


In  the  preceding  example  the  equaliz- 
ing exchange  duties  do,  as  indicated  by 
the  name,  equalize  the  disadvantage  the 
American  manufacturer  would  suffer  if 
the  German  manufacturer  continued  to 
sell  goods  in  a currency  of  which  the 
international  value  is  at  such  great  vari- 
ance with  its  domestic  purchasing  power 
in  Germany. 

Where  the  external  varies  greatly 
from  the  internal  value  the  equalizing 
exchange  duties  wiU  be  large.  Where  lit- 
tle, they  will  automatically  adjust  them- 
selves to  the  condition  of  the  currency 
as  seen  in  the  accompanying  chart.  Each 
percentage  figure  representing  an  equal- 
izing exchange  duty  in  the  chart  is  based 
on  the  norma]  value  of  the  particular 
currency.  No  comparison  between  the 
different  percentages  is  contemplated,  as 
no  relation  exists  between  the  different 
bases.  For  the  pound  sterling,  for  in- 
stance, it  is  $4A3  and  for  the  mark 
$0,238.  Although  the  percentage  for 
equalizing  exchange  duties  is  shown  to 
be  largest  in  the  case  of  the  pound  ster- 
ling, actually  the  amount  collected  in 
American  money  for  that  purpose  is  rel- 
atively less  than  in  the  case  of  the  mark. 

The  foremost  feature  desired  in  any 
tariff  is  facility  for  estimating  costs  of 
imports  in  advance.  Under  Qie  proposed 
plnn  this  can  be  done  with  accuracy.  By 
allowing  entry  to  be  made  on  a basis  of 
the  internal  value  of  depreciated  cur- 
rencies existing  three  months  prior  to 
arrival  of  goods,  the  importer  will  have 
no  trouble  in  knowing  the  amount  of 
duty  to  be  paid  on  the  shipment  when 
actually  received.  He  is  assured  there- 
by that  the  duties  in  no  instance  will 
exceed  that  amount  thus  calculated  a 
considerable  time  in  advance.  By  afford- 
ing him  the  privilege  also  of  making  en- 
try according  to  the  internal  value  of 
the  currency  giri<rt:iTig  at  the  time  of  tbe 
arrival  of  ^e  goods  be  may  even  have 


RELATIVE  EXTERNAL  VALUES 
OF  CURRENCIES 

Based  on  Currant  Rates  for  Foreign 
Currencies  Compared  With  U.  & 
Ooliar  at  100.  Expressed  In  Per- 
centages of  Normal  Values. 


RELATIVE  INTERNAL  VALUES 
OF  CURRENCIES 

Based  on  Foreign  Commodity  Indices 
as  Compared  With  That  of  U.  8.  In 
1921  at  100.  Expressed  In  Per- 
centages of  Normal  Values. 


EQUALIZINC  EXCHANGE 
DUTIES 

Based  on  Difforenee  Between' Rela- 
tive External  and  Internal  Values. 
Expressed  In  Percentages  of  Normal 
Values. 


NORMAL  VALUES 


PuealUtO  c/  Ncrad 
PnaDiil  Noratl  kiU^pRMtitad  tV 

u.  8. $1.00  $1.00  100 

England  ....  .$3.60  $4.83  72 

France $0.07  $0.19  37 

■Uly $0.04  $0.19  21 

^many  ....  $0.0138  $0,238  5.8 


U.  S. 177  ...  100 

England  .....  177  209  84 

France 177  407  43.6 

Italy 177  642  27.8 

Germany,...  177  ' 1443  12.3 


P>n*aUS>  ct 

taimal  Viiw  •»  BgpnanMil 


CVQBlrr,  Tata*  T4to*  W SaniUilBS  Si- 

Pnnntiaa.  llmnlic*.  OutM 

U.  100  180 

England 72  84  12 

France 37  43.5  8.5 

Italy - 21  27.6  6.6 

Germany  ....  6.8  12.3  6.5 
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to  pay  less  in  duties  than  originally  cal- 
culated, but  in  no  cose  more. 

The  work  of  administering  a tariff 
I>toV!£:o2  of  this  kind  is  not  os  difflcalt 
as  may  seem  at  first,  since  it  would  be 
necessary  only  once  a month  to  ascer- 
tain the  relative  internal  values  of  de- 
preciated currencies.  Commodity  indices 
for  that  purpose  are  generally  available 
and  published  by  practically  every  coun- 
try that  has  depreciated  currency.  Many 


of  these  indices  ure  regularly  shown  in 
the  bulletins  of  the  Fedciul  Reserve 
Boai-d.  In  places  whcie  such  indices  are 
not  kept  the  necesriry  data  tc  cstsblish 
one  along  the  lines  followed  by  the 
United  States  Department  of  Labor  or 
the  National  Industrial  Conference 
Board  might  be  obtained  through  the 
American  commercial  attaches.  Trade 
Commissioners  or  Consuls. 

Cqualixing  exchange  duties,  once  es- 


tablish wi,  could  be  made  to  conform  to 
any  condition  of  n dcpi-cciatcd  currency. 
Their  use  would  niukc  it  possiblo  to  con- 
I'nur  the  "pplication  of  the  Underweed 
tariff,  pending  its  scientific  readjust- 
ment. As  the  current  rates  of  excliungc 
for  depreciated  currencies  approached 
figures  truly  representing  their  relative 
purchasing  power  in  the  country  of  is- 
sue the  equalizing  exchange  duties  would 
be  gradually  and  automatically,  from 


month  to  month,  reduced,  and  finally  be 
oihuinated  entirely.  The  arrangement 
would  act  os  an  incentive  to  countries 
rlriving  to  bring  about  this  equalization. 
Incidentally,  the  United  States  Uiiiff 
problem  would  be  immediately  solved, 
and  American  firms  enabled  to  compete 
with  manufacturers  in  countries  having 
depreciated  currencies,  two  accomplish- 
ments which  are  essential  to  the  return 
of  normalcy  in  American  industry. 


The  Legislative  Week  in  Washington 


Speaal  Cffrrespondfnef  of  The  AnnoJist 
WASHINGTON.  Nov.  26. 

The  Senate  approved  the  conference 
report  on  the  Revenue  bill  by  a vote 
of  39  to  29,  and  it  was  approved  by  Pres- 
ident Harding.  The  new  law  provides 
for  the  repeal  of  the  transportation 
taxes  and  the  excess  profits  taxes  on 
Jan.  1,  1922.  The  normal  corporation 
tax  is  fixed  at  12hi  per  cent,  as  com- 
pared with  the  present  normal  tax  of  10 
per  cent  The  maximora  surtax  rate  on 
incomes  is  placed  at  50  per  cent  The 
consensus  of  opinion  is  that  the  law  will 
be  amended  next  year. 

After  acting  on  the  Revenue  bill  Uie 
extraordinary  session  of  Congress  ad- 
journed sine  die.  The  next  regular  ses- 
sion will  open  on  Dec.  6.  The  proposed 
I^islation  for  the  extension  of  relief  to 
the  railroads  and  for  the  appointment  of 
a commission  to  arrange  for  the  funding 
of  the  wartime  obligations  of  foreign 
nations  will  then  be  considered. 

The  international  armament  confer- 


ence took  up  the  consideration  of  Pacific 
and  Far  Ea.«tem  questions,  especially  ns 
regards  the  fate  of  China  and  the  inte'-- 
national  bankers’  consortiunu  Repre- 
sentatives of  Great  Britain  aj^^erted  that 
they  would  not  urge  consideration  of  the 
international  debt  at  the  conference. 

Senator  Colder  ioti-oduced  a bill  for 
the  appointment  of  a tax  investigating 
conunis.sion  which  should  consider  ques- 
tions arising  under  the  revenue  leglsla- 

President  Harding,  in  a letter  to 
Speaker  GUIett  of  the  House  of  Rep- 
resentatives, asked  that  the  World’s 
Dairy  Congress  be  postponed  until  1923. 

The  Senate  adopted  a resolution  call- 
ing upon  the  Director  General  of  Rail- 
roads for  complete  information  concern- 
ing all  claims  that  have  been  filed 
against  the  Government. 

The  Post  Office  Committee  of  the 
House  ordered  a favorable  report  on  the 
bill  increasing  the  interest  rate  on  pos- 
tal savings  from  2 to  3 per  cent  The 


bill  also  would  increase  the  limit  on  de- 
posits from  52,500  to  $3,000. 

Establishment  of  an  intcr-dcpart- 
mental  board  of  contracts  and  adjust- 
ments was  announced  by  Director  of  tho 
Budget  Dawes.  The  board  is  charged 
with  the  duty  of  standarizing  contract 
forms,  procuring  the  adoption  of  uni- 
form policies  as  regards  construction 
work,  and  uniform  practices  of  interpre- 
tation and  negotiations,  both  preceding 
and  following  the  actual  execution  of 
contracts. 

rpHE  Anti-Beer  bill  was  adopted  by  the 
Senate,  66  to  22,  and  received  the  ap- 
proval of  President  Harding,  thus  mak- 
ing it  law. 

The  next  appointment  to  the  Federal 
Reserve  Board  would  have  to  be  made 
from  among  the  farmers,  under  ‘ an 
amendment  to  the  Federal  Reserve  act 
introduced  by  Senator  Smith  of  South 
Carolina. 

A general  investigation  to  determine 


whether  or  not  any  further  reductions  in 
railroad  rates  could  be  required  was  or- 
dered today  by  the  Interstate  Commerce 
Commission.  Hearings  will  be  begin  on 
Dec.  14. 

Senator  Hitchcock  of  Nebraska  pro- 
posed on  amendment  to  legislation  for 
the  relief  of  carriers,  providing  that  none 
of  the  funds  appropriated  should  he 
utilized  unless  the  railways  agreed  to 
carry  out  tho  order  of  the  Interstate 
Commerce  Commission  reducing  rates  on 
hay  and  grain. 

The  nomination  of  Ellis  L.  Drcsel  of 
Massachusetts  to  be  Charge  d'Affaires 
at  Berlin  was  confirmed,  as  was  the 
nomination  of  John  W.  Riddle  of  Con- 
necticut to  be  Ambassador  to  Argen- 
tina 

The  Military  Affairs  Committee  of  the 
Senate  reportod  favorably  the  bill  to 
transfer  to  the  American  Relief  Admin- 
istration in  Russia  such  surplus  stocks 
of  used  materials  as  are  now  held  by  the 
War  Deportment. 


The  Week  in  Canada 


Special  Corrtspondence  of  Tht  Annaltsl 
TORONTO,  Nov.  26. 

The  week’s  feature  of  the  Canadian 
financial  markets  was  the  continued 
enhancement  in  the  price  of  bonds.  Gov- 
ernment bonds,  particularly  the  longer 
term  descriptions,  in  which  gains  of  rath- 
er better  than  $2  have  been  made  this 
week,  led  in  this  upward  trend.  Three 
are  now  above  par,  two  having  moved 
up  to  that  position  in  the  middle  of  the 
week,  while  another  is  within  a small 
fraction  of  it  The  1937  issue,  at  103.75, 
is  $5.75  higher  thnn  a year  ago;  the 
1934,  at  99.25,  $6.25  hi^er;  the  1933. 
St  10L40,  $4.90  higher,  and  the  1927, 
at  100.10,  $3.10  higher.  Various  new 
price  lists  of  provincial  bonds  were  is- 
sued this  week,  and,  as  a rule,  they  show 
an  advance  of  about  a point  As  a re- 
sult of  the  demand  during  the  week  for 
Government  bonds  other  securities  have 
been  somewhat  neglected  on  the  Ex- 
changes. 

Several  new  issues  have  been  floated 
this  week.  The  most  outstanding  was  a 
$3,000,000  issue  of  Provinee  of  Saskat- 
chewan bonds  of  twenty-five-year  matu- 
rity and  bearing  interest  at  5^  per  cent 
for  the  American  and  6 per  cent  for  the 
Canadian  market  The  issue  was  sold 
to  a syndicate  composed  of  the  Bankers 
Trust  Company,  New  York;  Wood,  Gun- 
dy & Co.  and  A-  E.  Ames  ft  Co.,  Toronto, 
at  104.067  for  the  American  market,  or 
on  a basis  of  6.20  per  cent  The  issue  is 
to  be  offered  to  investors  in  the  United 
States  at  a price  yielding  5.75  per  cent. 
A dozen  syndicates  submitted  bide  for 
the  issue,  the  difference  between  the 
highest  and  the  lowest  tender  being  over 
four  points.  An  announcement  emanat- 
ing from  New  York  that  Saskatchewan 
U negotiating  for  the  sale  of  a further 
issue  of  $1,500,000  is  denied  by  the  syn- 
dicate whid)  purchased  the  $3,000,000  is- 
sue. The  largest  monidpal  issue  sold  this 
week  was  City  of  Windsor  local  improve- 
ment debentures,  amounting  to  $916,315, 
which  went  to  Wood,  Gundy  & Co., 
Toronto,  at  $905,257.  There  were  seven 
tenders,  the  lowest  of  which  was  $872,- 
lOL  The  issue  is  of  the  serial  descrip- 


tion, and  bears  interest  at  6H  to  6 per 
cent.  The  City  of  Brantford  disposed  of 
$174,000  6 per  cent  thirty-year  instal- 
ment bonds  to  the  Dominion  Securities 
Corporation  at  99.065,  or  a basis  of  6.10 
per  cent  The  City  of  Hamilton  is  short- 
ly to  call  for  tenders  for  $1,000,000  6 to 
6 per  cent  bonds  of  from  ten  to  twenty 
year  maturity. 

CANADIAN  loan  companies  have  been 
awaiting  with  much  interest  the  out- 
come of  what  is  known  as  Term  Day 
in  Great  Britain,  it  being  the  time  when 
applications  for  renewal  of  loans  on  de- 
bentures are  considered.  The  fact  that 
most  of  the  funds  obtained  by  these 
companies  loaning  in  Canada  on  mort- 
gages come  from  Great  Britain  gives 
an  aspect  of  importance  to  Term  Day. 
Although  the  results  so  far  ascertained 
are  satisfactory  to  the  loan  companies  in 
Canada,  the  rates  of  interest  demanded 
by  the  holders  of  their  debentures  in 
Great  Britain  runs  from  5Vi  to  6 per 
cent.,  compared  with  6 per  cent  hither- 
to obtaining.  In  riew  of  these  higher 
rates  loan  companies  look  for  an  in- 
creased supply  of  funds  from  tho  moth- 
er country.  Very  little  money  has  hither- 
to been  obtain^  in  the  United  States 
by  Canadian  loan  and  mortgage  com- 
panies, but  some  of  them  appear  to  be 
hoping  that  thdr  debentures  will  in  time 
become  better  known  to  investors  there, 
thus  making  them  leas  dependent  on 
British  funds,  in  view  of  the  success 
which  has  attended  the  recent  flotation 
of  provincial  municipal  bonds  in  that 
market. 

The  annual  statement  of  the  Bank  of 
Montreal,  issued  this  week,  shows  profits 
for  the  year  of  $3,949,796,  os  against  $4,- 
033,995  for  last  year.  This  is  equal  to 
17.95  per  cent  on  the  capital  stock,  com- 
pared with  19.2  per  cent  ui  1920  and  16.5 
in  1919.  Liquid  assets  are  $290^96,296, 
compared  with  $252,377,568,  and  bear  a 
proportion  of  62.27  per  cent  to  liabili- 
ties to  the  pnblie.  Capital  and  rest,  each 
at  $22,000,000,  are  unchanged.  Circnla- 
tion,  at  $31,624^20,  shows  a decline  of 
$10,742,490,  while  total  deposits,  at  $406,- 


663,971,  arc  lower  by  $27,763,867  than  a 
year  ago. 

Although  only  five  1>Iast  furnaces  out 
of  a total  of  twenty  in  the  Dominion 
were  active,  the  October  output,  amount- 
ing to  49,573  tons,  was  6,000  tons  in  ex- 
cess of  the  previous  month.  There  was 
also  on  improvement  in  the  output  of 
steel  ingots  and  castings,  the  total  of 
72,204  long  tons  being  an  increase  for 
the  month  of  16,000  tone,  end  the  largest 
output  year.  Production  of  both 
pig  iron  and  steel  is  still  at  a lower  point 
than  for  some  years. 

Excluding  the  Christinas  trade,  busi- 
ness conditions  remain  much  the  same 
as  a week  ago,  while,  as  the  end  of  the 
year  approaches,  the  general  disposition 
of  manufacturers  is  to  mark  time,  and 
keep  a close  eye  on  developments  that 
may  take  place.  Wholesalers  are  doing 
a little  more  business  with  retailers  in 
the  prairie  Provinces,  but,  owing  to  the 
serious  damage  to  the  crops  in  certain 
districts  during  harvesting  operations, 
they  are  discriminating  more  than  usual 
in  the  selection  of  customers. 

There  is  no  use  hiding  the  fact  that  the 
damage  to  the  crops  has  had  a decided 
dampening  influence  upon  manufactur- 
ers and  wholesalers  in  the  eastern  part 
of  Canada.  The  damp  weather  this  month 
has  led  to  an  increase  in  the  demand  for 
boots  and  shoes,  the  manufaeturers  of 
which  are  now  estimated  to  be  operat- 
ing their  plants  at  from  60  to  70  per 
cent,  of  capacity.  This,  in  turn,  has  im- 
parted increased  activity  to  the  leather 
industry,  which  is  now  running  at  about 
50  per  cent,  capacity. 

The  continued  dullness  in  the  lumber 
trade  has  led  to  a reduction  of  from  $2 
to  $10  per  thousand  in  prices  by  the  mlUa 
in  the  Ottawa  Valley.  The  improvement 
in  the  export  demand  on  the  Pacific 
Coast  has  not  so  far  shown  any  evidence 
of  extending  to  the  lumber  mills  in  the 
East. 

The  Canadian  West  Indian  Trade 
Commissioner  reports  that  the  preferen- 
tial agreement  with  the  Dominion  is  al- 
ready exerdting  a favorable  influence 
upon  imports  of  flour  from  Canada.  He 


points  out  that  whereas  in  1912  the 
United  States  supplied  the  West  Indies 
with  750,000  barrels  and  Canada  300,000, 
at  present  three-fourths  of  the  imports 
are  from  the  Dominion.  Canadian  fig- 
ures show  that  in  the  six  months  ended 
September  a total  of  335,668  barrels  of 
flour  were  exported  to  the  West  Indies, 
against  272,380  barrels  for  the  same  pe- 
riod last  year.  During  the  annual  meet- 
ing of  the  Canadian  Millers’  Associa- 
tion. held  in  Toronto  last  week,  the  ex- 
port trade  received  considerable  atten- 
tion, it  being  pointed  out  that,  while  the 
aggregate  capacity  of  the  country’s  1,255 
mills  is  30,000,000  barrels  a year,  the 
consumptive  requirements  of  the  home 
market  are  only  8,000,000  barrels.  Ex- 
ports to  all  countries  for  the  fiscal  year 
1920  were  6,017,032  barrels,  against 
8B63,068  in  1919.  However,  for  the  first 
six  months  of  the  current  fiscal  year 
the  total  is  2^68,271  barrels,  compared 
with  1,947,710  for  the  corresponding  pe- 
riod last  year. 

A ray  of  hope  at  last  has  penetrated 
the  affairs  of  the  Riordan  Pulp  and  Pa- 
per Company,  the  creditors,  by  a vote  of 
602  to  1,  representing  an  indebtedness  of 
$2,373,160  and  $267,  re.tpectively,  having 
decided  to  grant  a one  year  extension. 
In  the  meantime  it  is  proposed  to  raise 
a loan  of  $1,500,000,  for  although  bond 
interest  has  been  paid  up  to  July  last,  a 
total  of  $415,000  falls  due  between  now 
and  Jan.  1,  the  greater  part  of  which  is 
payable  in  New  York  funds.  It  is  ex- 
pected that  $400,000  of  the  desired  toon 
will  be  contributed  by  the  creditors,  and 
the  balance  by  tho  preferred  sharehold- 
ers. One  of  the  trustees  called  attentiorv 
to  the  fact  that,  while  the  company  bad 
an  estimated  surplus  of  as.sets  amount- 
ing to  $24,000,000,  the  latter  would  be 
more  than  eaten  up  by  the  $47,571,256 
worth  of  securities  If  the  concern  were 
forced  into  bankruptcy. 

The  Eipawa  bleaching  plant,  which 
was  opened  up  a little  over  a month  ago, 
is  operating  successfully,  and  the  mill  at 
Hawkesbury,  Ontario,  will  be  started  as 
soon  08  sufficient  business  can  be  ob- 
tained to  warrant  tho  undertaking. 


i^e^o  York,  Monday,  November  28,  1921 
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Ratio  of  Loans,  Discounts  and  Investments  to  Deposits— New  York  Clearing  House  Banks  and  New  York 
Federal  Reserve  Bank,  July  1,  1915  to  November  12, 1921 


Another 


Yardstick  of  Banking  Conditions 


iUSINBSS  men  have 
became  accustomed 

B0  to  look  regularly  for 
I certain  published 
H figures  which  indi- 
H cate  banking  condi- 
g tions  throughout  the 
country  — c e r t a in 
percentages  which 
tell  the  story,  or  at 
least  a portion  of  the  story,  of  the  trend 
of  banking  operations;  of  credits,  and, 
indirectly,  the  trend  of  affairs  economic, 
generally. 

Shortly  after  the  Hist  day  of  every 
month  the  Controller  of  the  Currency  of 
the  Treasury  Department  sends  out  a 
very  comprehensive  statement  showing 
the  amount  of  money  in  circulation  in  the 
United  States  on  the  first  day  of  the 
month,  on  the  first  day  of  the  same 
month  the  year  before,  and,  for  com- 
parison,  on  Jan.  1,  1879;  the  amounts  of 
the  different  kinds  of  currency  outstand- 
ing, and  a statement  of  stocks  of  gold 
and  silver  held.  The  Clearing  Houses  in 
important  cities  issue  statements  every 
Saturday  containing  accounts  of  the  re- 
sources, loans,  discounts,  investments, 
circulation  and  deposits  of  their  banks. 
Also,  every  week,  there  is  pubLshed  in 
detail  the  weekly  statement  of  the  near- 
est central  Federal  Reserve  Bank,  and 
of  the  operations  of  the  combined  twelve 
Reserve  Banks.  From  these  accounts  one 
may  learn  the  true  story  of  the  reserve 
operations — the  resources,  loans,  re- 
'^erves,  deposits,  &c.  The  exhibits  always 
conclude  with  two  statements  of  percent- 
ages, one,  the  “ ratio  of  total  reserves 
to  deposit  and  Federal  Heserve  note  lia- 
bilities combined,”  and,  second,  the  “ ra- 
tio of  gold  reserves  to  Federal  Reserve 
notes  in  circulation  after  setting  aside 
36  per  cent,  against  net  deposit  liabili- 
ties." 


All  of  the  information  contained  in 
these  weekly  statements  is  of  value,  for 
they  caj'ry  a complete  picture  of  what 
is  transpiring  in  the  Federal  Reserve 
-system.  For  rea?y  reference,  however, 
nnd  because  it  carries  a whole,  compre- 
hensive story  in  a single  figure,  the  " ra- 
tio of  total  reserves  to  net  deposit  and 
Federal  Reserve  note  liabilities  com- 
bined,” or  the  '•  reserve  ratio,"  as  it  is 
usually  called,  is  most  closely  watched. 
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and  Ratio  of  Loans,  Discounts  and  Investments  to  Deposits,  in  New  York  Qearing 
House 


In  previous  issues  of  Thb  Annalist 
(Jan.  3 and  Oct.  17, 1921)  I painted  out 
that,  although  both  of  these  percentages 
are  of  great  value  to  one  who  would,  at  a 
glance,  read  the  story  of  the  banks,  yet 
there  was  another  and  broader  view 
which,  also,  might  be  expressed  in  per- 
centages, namely,  the  ratio  of  gold  hold- 
ings and  reserves,  to  those  forms  of 
credit  which  are  expressed  by  bank  loans 
and  discounts,  by  money  in  circulation 
and  by  clearings,  and  I took  the  opera- 
tions of  all  of  the  hnnk<i  in  the  United 
States  with  respect  to  these  ratios  as 
my  text. 

, In  what  follows  I purpose  to  take  a 
view  of  banking  operations  from  still  an- 
other angle — that  of  the  relation  be- 
tween loans,  discounts  and  investments, 
on  one  side  of  the  account,  and  deposits 
on  the  other  side,  and  1 shaU  base  my 
ratios  and  conclusions  on  the  operations 
of  the  New  York  Clearing  House  banks 
and  the  New  York  Federal  Reserve 


Bank.  I have  chosen  these  two  institu- 
tions to  illustrate  the  banking  trend  of 
the  country,  because  their  operations  are 
by  far  the  largest  of  any  of  the  similar 
institutions,  the  New  York  Clearing 
House  doing  appronmately  60  per  cent, 
of  the  country's  bank  clearings  and  the 
New  York  Federal  Reserve  Bank  about 
30  per  cent,  of  the  volume  of  rediscounts. 
For  purposes  of  comparison,  also,  I shall 
disemss  the  above  ratio  as  applied  to  the 
operations  of  the  national  banks  of  the 
country  taken  by  themselves. 

Table  B and  Graph  2 show  the  ratios 
of  loans  to  deposits  in  the  national 
banks  and  in  the  New  York  Clearing 
House  banks  . In  Graph  2 I have  plotted 
the  curve  for  each  year  from  1865  in 
the  case  of  national  banks  to  June  30, 
1921,  this  being  the  last  available  rec- 
ord. With  the  Clearing  House  banks' 
ratio  I have  plotted  the  curve  from  1874 
to  Nov.  12,  1921.  In  the  table,  however, 
I have  given  these  ratios  in  five-year  pe- 
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riods  up  to  1910,  yearly  periods  there- 
after. 

Table  T and  Graph  1 show  the  ratio 
of  loans  to  deposits  in  the  Clearing 
House  banks  and  Federal  Reserve  Bank 
taken  as  a combination  figure.  Graph  2 
shows  each  month  from  July  1,  1915,  to 
November,  192L  ' In  the  Table  A,  how- 
ever, six  months’  periods  only  are  noted 
to  Jnly,  1921,  and  monthly  ratios  there- 
after. 

Taking  a comparative  view  of  the  three 
sets  of  institotions  the  following  conclu- 
sions seem  apparent:  First,  that  normal 
loans  are  practicaDy  eqoal  to  deposits;  or 
when  the  ratio  of  loans  to  deposits  is  ap- 
proximately 100.  If  ibvi  is  a safe  assump- 
tion, then  the  credit  atuation  as  ex- 
pressed by  the  operations  of  the  New 
York  Federal  Reserve  Bank  is  now  fully 
liquidated,  since  its  loan  ratio  has  long 
since  passed  the  100-mark,  and  is  now 
at  approximately  43.  The  aAma  may  be 
said  of  the  national  taken  as  a 

whole,  whose  loan  ratio  is  at  90.  The 
fifty-two  New  York  Clearing  House 
hanks  apparently  have  not  yet  liquidated 
their  credits,  since  their  loan  ratio  is 
still  9 per  cenC  above  our  normal  line. 
Bnt  the  Clearing  House  banks  of  New 
York,  when  their  results  are  taken  in 
combination  with  those  of  the  New  York 
Federal  Reserve  Bank,  show  a' normal 
condition  with  respect  to  the  loan  ratio, 
it  standing  on  Nov.  12,  1921,  at  102  per 
cent.  The  banldng  credit  of  the  country 
as  a whole  as  expressed  by  the  operation 
of  the  entire  Federal  Reserve  system  is 
still  further  liquidated,  the  ratio  of  its 
loans,  discounts  and  investments  to  de- 
posits bring  on  Nov.  2,  1921,  just  94  per 
cent. 

Similarly  other  Clearing  Houses,  Re- 
serve and  individual  banks  might 

find  it  profitable  and  instructive  to  pub- 
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lish  this  ratio  figure  regularly  along 
trith  its  other  tables  and  percentages. 
It  tells  a story  that  no  other  statement 
can  convey.  It  needs  no  great  acumen  to 
realise  that  when  the  ratio  of  loans  to  de- 
posits in  a community  or  in  any  given 
group  of  banks  runs  from  90  per  cent,  up 
to  149  per  cent,  as  it  did  between  1865 
and  1873  with  the  national  banks,  there  is 
danger  ahead — and  there  was.  Had  these 
ratios  been  regularly  published  the  ap- 
proaching crises  of  1884,  I&IO,  1898  and 
1907  would  have  been  as  clearly  discerni- 
ble as  they  can  now  be  seen  in  our  Graph 
SL.  The  phenomenal  rise  in  the  loan  ratio 
of  the  New  York  Federal  Reserve  Bank 
from  1917  to  1921  needs  no  explanation. 
In  one  woid,  “war,”  the  thing  is  ac- 
counted for.  Its  strenuous  endeavors  in 
the  interests  of  sanity,  by  rising  the  in- 
terest rate  and  by  other  means,  have, 
however,  so  far  brought  about  credit 
liquidation  that  the  loan  ratio  is  now 
but  slightly  above  42  per  cent;  in  other 
words,  its  entire  volume  of  loans,  dis- 
counts and  investments  is  but  42  per 
cent,  of  its  deposits  as  expressed  by  the 
reserve  carri^  with  it  by  its  member 
banks. 

In  Graph  5 I have  shown  the  “ re- 
serve ratio”  in  the  Federal  Reserve 
Banks  from  July.  1915,  to  Nov.  6,  1921, 


TABLE  A 

Ratio  of  Loans,  Discounts  and  Invest- 
ments to  Deposits  in  New  York  Clear- 
ing House  Banks  Combined  with  the 
New  York  Federal  Bank,  and  in  the 
New  York  Federal  Reserve  Bank  taken 
by  itself 
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and  tho  “ gold  ratio  ’*  from  July  1919, 
to  the  same  date.  From  this  it  will  be 
seen  that  the  sharp  and  violent  credit 
fluctuations  as  expressed  by  tho  loans 
to  deposits  ratios  do  not  stand  out  clear- 
ly, and  that  tho  latter  ratio  is  needed 
to  supplement  tbo  former  if  a true  pic- 
ture of  wbat  is  transpiring  in  the  banks 
would  bo  seen. 

Liquidation  is  now  considered  to  be 
practically  complete  in  most  lines  of 
trade,  although  labor  has  not  yet  fallen 
into  step  with  other  industry.  From  now 
on  wc  may  expect  renewed  activity,  and, 
with  this  condition,  advancing  prices  are 
seen  to  follow.  The  stage  is  set  for  an- 
other inflation  period,  for  if  the  pro- 
ponents of  the  quantity  of  money  theory 
are  correct,  wo  cannot  long  resist  the 
influence  of  so  much  gold.  Add  to  this 
a reduction  in  the  interest  rate  now  be- 
coming quite  general  in  all  banking 
centres,  and  it  will  require  efficient 
generalship  if  wc  would  avert  another 
period  of  inflation.  By  keeping  a close 
watch,  however,  upon  the  ratio  of  loans 
to  deposits  in  the  various  banking  insti- 
tutions and  groups  of  institutions,  to- 
gether with  the  " reserve  ratio,"  and  the 
“ gold  ratio,”  the  danger  signals  will 
easily  be  detected.  Will  wc  see  them, 
and,  seeing,  take  warning? 


American  Trade  Via 


Fanama 


: .iiii:  .l'i].iji.iiiN|>^HEN  the  Pan- 

W opened  to  com- 
merce much  was 
said  and  writ- 
ten concerning 
the  new  water- 
way. But  the 
I'.'  WOT  in  Europe 

usurped  Panama's  place  in  the  limelight, 
and  since  then  the  service  which  the 
canal  has  been  rendering  to  commerce 
has  not  received  the  attention  which  it 
deserves. 

Statistics  of  traffic  through  the  canal 
show  that  the  American  people  have 
been  the  chief  beneficiaries  of  the  proj- 
ect in  which  they  invested  $370,000,000. 
In  the  calendar  year  1920,  11,236,000 
tons  of  cargo  passed  through  the  canal, 
and  of  this  amount  the  United  States 
was  the  origin  or  destination  of  about 
7,400.000  tons,  or  66  per  cent,  of  the 
total.  Of  the  2,814  vessels  transiting 
the  canal  during  the  same  year,  1,281, 
or  45Ji  per  cent,  were  American,  as 
compared  with  867  British  and  666  of 
all  other  nationalities. 

In  point  of  volume  of  traffic,  the  most 
important  single  route  of  wtiich  the 
canal  is  a part  is  between  the  Atlantic 
and  Gulf  ports  of  the  United  States  and 
the  West  Coast  of  Soutn  America.  In 
1920,  2441,000  tons  of  cargo  luoved  over 
thi«  route,  1,448,000  tons  northward  to 
the  United  States  and  893,000  tons  in 
the  opposite  direction.  The  most  note- 
worthy feature  of  thia  traffic  was  the 
heavy  movement  of  nitrate  from  Chile  to 
the  United  States  and  of  coal  from  the 
United  States  to  the  West  Coast  of 
South  America.  P^iU^argo  shipments  of 
nitrate  amounted  to  1,137,000  tons,  and 
made  up  78  per  cent  of  all  the  north- 
bound cargo,  while  full-cargo  shipments 
of  coal  and  coke  reached  608,000  tons, 
or  67  per  cent  of  all  cargo  moving  south- 
ward. In  addition  to  these  amounts,  an 
undetermined  quantity  of  nitrate  and 
coal  moved  in  mixed  shiploads  with 
other  lands  of  cargo. 

Nitrate  furnishes  return  cargoes  to 
ships  carrying  American  coal  to  the 
West  Coast  of  South  America,  and  the 
two  trades  are  to  a considerable  extent 
interdependent  It  has  been  pointed  out 
that  the  redaction  in  the  amount  of  ni- 
trate moving  north  since  January,  1921, 
has  been  followed  by  a decline  in  the 
amount  of  coal  moving  south.  The 
northbound  movement  of  nitrate,  which 
in  1920  averaged  166426  tons  monthly, 
had  declined  to  43404  tons  in  May,  1921; 
58401  tons  in  June,  and  26,051  tons  in 
July.  The  southward  movement  of  coal 
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dropped  from  76,157  tons  in  January, 
1921,  to  1.664  tons  in  July. 

Other  commodities  besides  nitrate 
which  come  to  the  United  States  from 
the  West  Coast  countries  via  the  canal 
are  copper,  manganese  ore,  vanadium 
ore,  ivory,  nuts,  sugar  and  cacao. 

After  coal  and  coke  the  principal  item 
in  the  southbound  traffic  from  the 
United  States  to  the  South  American 
West  Coast  is  “ general  cargo,”  a term 
applied  in  the  canal  statistics  to  the 
large  variety  of  goods  usually  carried  by 
liners.  This  item,  which  includes  mostly 
miscellaneous  manufactured  and  semi- 
manufactured goods,  amounted  to  256,- 
000  tons,  or  28.5  per  cent,  of  the  total 
southbound  cargo  in  1920. 

The  Panama  Canal  is  an  important 
factor  in  the  expansion  of  American 
trade  in  the  Par  Eastern  and  Aus- 
tralasian markets.  Before  the  canal  was 
built,  Europe  had  an  advantage  of  the 
United  States  in  point  of  accessibility  to 
those  markets,  but  the  advantage  is  now 
with  American  exporters  regarding  Syd- 
ney, Wellington,  Melbourne,  Yokohama 
and  Shanghai 

The  1920  outward  movement  of  cargo 
from  the  Atlantic  and  Gulf  ports  of  the 
United  States  to  both  Australiasia  and 
the  Far  East  was  greatly  in  excess  of 
the  inward  movement. 

Austra- 


Ponama,  bulk  cargo  tn  shipload  lots 
made  up  15  per  cent  of  the  total  out- 
ward movement,  the  principal  items  be- 
ing sulphur  (from  the  Gulf)  and  refined 
oils.  Thirty-six  per  cent,  of  the  inward 
traffic  from  Australasia  moved  in  ship- 
load lots  and  consisted  entirely  of  cold 
storage  food  products  and  chrome  ore. 

American  intercoastal  traffic  may  be 
expected  to  contribute  an  increasing  por- 
tion of  the  cargo  passing  through  the 
Panama  Canal.  During  the  war  the 
high  freight  rates  obtainable  in  the  for- 
eign trades  induced  vessels  to  forsake 
coastwise  trade,  but  since  the  slump  in 
rates  increasing  numbers  of  American 
ships  have  entered  the  protected  coast- 
wise  trade,  and  the  amount  of  cargo  car- 
ried between  the  Atlantic  and  Pacific 
ports  of  the  United  States  by  water 
shows  a corresponding  increase. 
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Cargo  moving  through  the  canal  from 
the  Pacific  to  the  Atlantic  in  1920 
amounted  to  646,000  tons,  which  was  55 
per  cent,  greater  than  the  movement  in 
the  opposite  direction.  Bulky  commodi- 
ties moving  eastward  in  shipload  lots 


amounted  to  472,000  tons,  or  73.5  per 
cent,  of  the  total  traffic  in  that  direc- 
tion. Pull  cargoes  of  flour  amounted  to 
356,000  tons,  or  62  per  cent  of  all  east- 
bound  cargo;  wheat,  18,000  tons,  or  2.8 
per  cent;  lumber,  40,000  tons,  or  6.3  per 
cent,  and  lubricating  oil,  39.000  tons,  or 
6.1  per  cent  The  importance  of  the 
canal  to  the  Pacific  Coast  States  is  ap- 
parent. It  provides  the  cheap  trans- 
portation to  Eastern  United  States  and 
to  Europe  which  is  essential  to  Uic  mar- 
keting of  such  bulky  commodities  as  are 
produced  on  the  Pacific  Coast 

In  this  connection,  it  should  be  men- 
tioned that  an  even  greater  amount  of 
cargo  originating  on  the  Pacific  Coast 
goes  to  Europe  than  to  Eastern  Unitetl 
States  via  the  canal.  In  1920  this  traffic 
amounted  to  749,000  tons. 

Steamers  in  the  .intercoastal  trade 
are  endeavoring  to  equal  the  time 
mode  by  the  transcontinental  railroads. 
Oranges  and  lemons  have  been  sdiipped 
from  California  to  New  York  by  water 
in  nineteen  days.  While  the  railroad.! 
occasionally  move  fruit  across  the  con- 
tinent in  two  weeks,  the  average  time 
probably  is  not  less  than  twenty  days.  A 
saving  of  about  25  per  cent  in  rates  is 
effected  by  the  all-water  route.  It  i.s 
claimed  that  the  percentage  of  decay  of 
fruit  arriving  at  Atlantic  ports  by  water 
is  less  than  when  shipped  by  rail. 

Note — Figures  used  throughout  ini') 
article  are  based  on  statistics  published 
weekly  in  the  Panama  Canal  Record. 


Far  East  lasia. 

Tons.  Tons. 

Inward  to  U.  S 549490  166,016 

Outward  from  U.  S..  1,405,000  532412 
Commodities  moving  throngli  the  canal 
in  full  shipload  lots  en  route  from  the 
United  States  to  the  Far  East  amounted 
to  only  400,000  tons,  or  28.6  per  cent 
of  the  total  movement  In  that  direction, 
and  principally  were  made  up  of  oil 
products  19  per  cant,  and  iron  and  steel 
and  machinery  7 per  cent  The  remain- 
ing 71.6  per  cent  consisted  of  general 
cargo  and  (to  a relatively  small  ex- 
tent) mixed  cargoes  of  bulky  commod- 
ities. The  large  outward  movement  of 
general  cargo  through  the  canal  is  sig- 
nificant in  view  of  the  fact  that  this 
item  largely  represents  the  products  of 
American  manafacturing  industries 
which  come  into  competition  with  similar 
products  from  Europe.  The  short  cut 
afforded  by  the  canal  is  of  obvious  im- 
portance to  this  trade.  Of  the  129428 
tons  fof  bulk  cargo  in  shipload  lots  en 
route  from  the  Far  East  to  the  United 
States,  practically  all  consisted  of  food 
products,  principally  sugar. 

In  the  trade  with  Australasia  via 
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These  notes  constitute  an  unconditional  obliga- 
tion of  the  Belgian  Government,  repayable  in 
New  York  City  in  dollars. 
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Mr.  Bruna  was  formerly  Dh  eelor,  Du- 
Irict  3,  l/nited  Statea  fuJna()-ial  Bm- 
jiloyment  Survey,  Dr-parlmciil  of  La- 
her.  Hia  duliea  porntided  a clone  study 
of  the  building  arul  hoiviing  aituatim 
in  the  Statea  of  Ohio,  lUinoia,  Indiana, 
Michigan  and  Wiaeonain. 


H & limitations  of  sta- 
tistical information 

T|  are  welt  illustrated 
H in  any  consideration 
H of  the  serious  situa- 
I tion  of  housing  and 
I building  in  the  Unit- 
od  States  today.  Un- 
less promptly  s u p- 
plemented  by  investi- 
gations to  determine  cause  and  effect, 
statistics  are  comparable  to  the  laborious 
nccumulatiDn  of  useless  knowledge  in 
any  field  of  practical  accomplishment. 
The  appended  chart  indicates  over  a pe- 
riod of  seven  years  annual  developments 
in  volume  of  building  projected,  the  po- 
tential contribution  to  the  nation’s 
wealth  represented  by  these  buildings 
and  the  range  of  comparative  unit  costs 
indicated  in  each  year. 

For  the  war  period  the  number  of 
buildings  planned  throughout  the  United 
States  declined  183-10  per  cent,  in  1317 
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and  20  9-10  in  1918,  as  compared  with 
preceding  years.  The  building  trades 
workers  were  not  adversely  affected  by 
this  decline,  because  those  building 
projects  actually  under  way  employed 
far  larger  forces  and  paid  higher  basic 
wages  plus  more  liberal  overtime  rates 
than  ever  before.  Building  materials  ad- 
vanced in  price  beyond  any  previous  cost. 
With  materials  so  high  and  laboc  costs 
BO  high,  what  adequate  explanation  is 
forthcoming  of  the  fact  that  the  total  ex- 
penditure for  building  in  1917  was  32.2 
per  cent,  lower  than  in  1916,  and  for 
1918  was  again  39.4  per  cent,  less  than 
in  1917? 

The  decline  in  volume  does  not  explain 
this  disproportionately  greater  decline  in 
amounts  of  money  expended,  and  when 
the  indicated  cost  of  an  arbitrarily  as- 
sumed unit  is  figured  by  a simple  divi- 
sion of  dollars  involved  by  projects 
planned  the  result  shows  that  cost  of 
building  was  less  daring  the  war  than 
at  any  other  time  in  recent  years.  In 
1917  unit  costs  fell  16.8  per  cent,  as  com- 
pared with  1916,  and  when  wartime  con- 


ditions were  firmly  established,  in  1918, 
cost  dropped  23.4  per  cent,  below  the 
low  level  of  1917.  Bow  explain  this? 
Was  it  due  to  the  spirit  with  which  work 
went  forward?  Was  it  the  result  of  bet- 
ter deliveries,  better  transportation  or  ' 
better  understanding  between  the  con- 
tracting parties? 

Then,  compared  with  this  gratifying 
condition,  observe  developments  immedi- 
ately after  the  armistice.  In  1919  con- 
templated building  projects  in  the  Unit- 
ed States  jumped  73.8  per  cent,  above 
the  volume  recorded  for  1918.  The  total 
estimated  expenditure  was  207.1  per 
cent,  greater  than  in  the  last  year  of  the 
war.  Doubtless  many  of  these  building 
plans  have  been  held  in  abeyance  ever 
since.  The  immediate  increase  of  37.6 
per  cent,  in  average  unit  cost  over  the  - 
preceding  year  was  a disconraging  devel- 
opment. Refusal  of  owners  to  accept  the 
burden  of  unreasonable  costa  resulted  in 
a decline  of  7.6  per  cent,  in  building 
plans  for  1920.  The  total  investment 
represented  in  1920  was  again,  neverthe- 
less, 6.3  per  cent,  higher  than  in  the  high 


expedients  have  been  put  forward.  One 
is  that  France  must  accept  the  inevitable 
conclusion  that  Germany  can  not  or  will 
not  make  ftiU  payment  and  must  con- 
sent to  a modification  of  the  terms  of 
the  Versailles  Treaty  if  more  serious 
economic  prostration  of  Continental 
European  countries  is  to  be  prevented. 
Another  is  that  the  United  States  roust 
consent,  in  negotiations  involving  the 
wartime  obligations  which  we  hold,  to  a 
considerable  delay  in  the  collection  of 
either  interest  or  prindpaL  The  ex- 
treme courses  advocated  are  a cancella- 
tion of  the  wartime  debts  or  a morito* 
rium  of  twenty  years  or  more  where 
these  debts  are  concerned,  which  in  the 
end  might  amount  to  the  same  thing. 

It  is  obvious  that  there  would  be  dan- 
ger of  starting  an  .upheaval  in  Congress 


Continued  tiom  Page  60S. 
which  might  seriously  endanger  the 
progress  of  the  present  conference  if 
such  proposals  received  formal  consid- 
eration. In  fact,  reports  that  very  dras- 
tic policies  might  be  necessary  in  fund- 
ing tbe  war  debts  had  much  to  do  with 
the  refusal  of  Congress  to  grant  conw 
plete  power  to  the  Secretary  of  the 
Treasury  to  carry  on  negoUations,  even 
when  it  was  Hot  proposed  that  such  nego 
tiatioDS  should  enter  into  bhe  armament 
conference. 

Great  Britain  b&s  been  reported  os 
prepared  to  join  with  the  United  States 
in  the  adoption  of  a liberal  course  to- 
ward France  in  connection  with  the  col- 
lection of  principal  and  interest  on  war 
loans,  but  in  deference  to  the  position 
taken  by  the  American  delegates  in  re- 
gard to  the  consideration  of  such  mat- 


ters at  the  armament  conference,  her 
representatives  have  refrained  up  to  this 
time  from  any  public  statement  That 
a policy  must  be  determined  upon  soon, 
however,  is  the  consensus  of  opinion.  At 
present  things  are  simply  being  per- 
mitted to  drift,  a coarse  which  is  not 
only  getting  nowhere  but  threatening  a 
worse  situation. 

There  have  been  reports  in  Washing- 
ton that  important  commercial  organi- 
sations were  preparing  to  urge  the  ne- 
cessity for  consideration  of  the  economic 
and  financial  problems  either  during  the 
closing  days  of  the  arms  conference  or 
at  a conference  to  be  held  soon  after  the 
armament  conference  concludes  the  first 
phase  of  its  work.  Pressure  for  Ameri- 
can representation  in  a financial  con- 
ference is  undoubtedly  growing. 


level  of  the  year  previous.  Indicated 
unit  costs  again  advanced  an  additional 
26.9  per  cent  higher  than  the  unprece- 
dentedly highest  previous  level  of  1919. 
There  may  be  some  logical  explanation 
of  these  seemingly  inexplicable  figures. 
It  would  seem  hi^ly  important  that  the 
matter  receive  immediate  attention. 

Under  these  circumstances  it  is  not 
to  be  wondered  that  a honsing  crisis, 
with  its  accompanying  breaking  down  of 
the  morale  of  the  citizenry,  has  spread 
to  every  section  of  the  United  States. 
The  seriousness  of  a national  shortage 
of  1,000,000  homes  must  be  apparent 
whether  viewed  from  the  aspect  of  loss 
to  public  wealth  or  from  the  more  im- 
portant angle  of  the  effect  on  possibly 
6,000,000  people  (assuming  five  to  a fam- 
ily) living  in  cramped  quarters,  with 
perhaps  another  6,000,000  sharing  the 
premises.  The  results  of  10,000,000  peo- 
ple within  the  confines  of  the  United 
States  living  in  such  circumstances  for  a 
protracted  period  can  be  only  eviL  Low- 
ered standard  of  living,  loss  of  American 
ideals  of  home,  with  dissatisfaction  and 
unhappiness  to  the  individual,  are  im- 
portant considerations.  The  pr^ent 
bonding  situation,  particularly  with  re- 
gard to  home,  is  outrageous.  The  pur- 
chasing power  of  the  dollar  as  applied 
to  home  buying  today  is  reminiscent  of 
the  decline  in  Central  European  cur- 
rency. How  long  tbe  situation  will  en- 
dure depends  upon  the  means  taken  to 
remedy  conditions.  But  these  means 
must  be  constructive,  and  as  a prelimi- 
nary step  some  national  organization 
must  be  created  either  within  the  Gov- 
ernment or  through  the  co-operation  of 
outside  organizations  whereby  cause  and 
effect  may  be  determined  and  corrective 
measures  applied.  Barren  reiteration  of 
statistics  will  pot  serve.  Such  regulations 
as  will  insure  some  stabilization  of  the 
economic  laws  are  needed.  A natural 
demand  exists  for  building,  both  current 
and  aceumolated.  No  effort  is  being 
made  to  meet  this  demand. 

Construction  records  of  past  years  in- 
dicate that  there  is  no  definite  relation 
between  total  volume  and  unit  cost.  The 
presumed  influence  of  the  law  of  supply 
and  demand  is  apparently  disturbed  by 
some  artificial  means.  The  low  level  of 
war  years  indicates  that  so-oalled  high 
wages  and  material  prices  do  not  pre- 
vent low  unit  costs  of  building.  What, 
then,  is  the  solution?  In  whatever  direc- 
tion relief  may  b’e  let  it  be  forthcoming 
at  once.  Whether  it  be  in  providing  rea- 
sonable costs  of  financing  or  whether  it 
be  in  standardmng  methods  of  building 
operation  remains  to  be  determined,  or  it 
may  be  that  the  cause  is  not  so  obvious. 
Now  is  the  time  of  need.  A tremendous 
industry — the  greatest  industry  in  point 
of  far-reaching  effect  on  other  industries 
— ^is  failing  to  take  advantage  of  an  op- 
portunity to  attain  the  position  its  emi- 
nence deserves  in  the  public  esteem.  Here 
is  relief  for  unemployment  in  meeting  a 
national  need,  a need  close  to  every  man’s 
heart,  his  home. 

A troglodyte  would  have  little  rever- 
ence for  a civilization  titat-failed  to  pro- 
vide shelter,  and  the  Neanderthaler 
would  make  short  shrift  of  a condition 
that  interfered  with  an  adequate  meet- 
ing of  so  elementary  a need. 
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Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 


Bank  Clearings 


ir  PeOersI  Re«erv«  Cities 


By  Telegraph  to 
The  Annslist 

Loot  Week 

932.30I.3SB  «38.436.S6 

e.l3«^  12.145,900 

10.600.514  24.10a.S68 


74.725.01 


i.ee«.4»6.2&4 

’4Sl!46e!600 

1.350.742.411 


10.411.365  36.20.0] 


I16.2M.S81.248  316.681,06 


3274.338.001J28  3348,000.8: 


Artou  coiiditkm  Statements  of  the  Federal  Reserve  Bemks 


Richmond.  Atlaata. 


Diet.  U.  ZMst  IX. 
Dalles.  Sea  Fru'eo. 
324.772.000  3267.076.000 


Federal  Reserve  Bank  Statement 

Consolldhtcd  sutetnent  ol 


c Federal  Reserve  I 

o.mw 

15,833,000 


..32.078,228,000  32.000.468.000  $2,165,310.00 
;■.*  'TO.'tfin.'OOO  7O6'il^’000  LSW.’OTOioO 


i 31.206,346.000  33.68 


. .35,00.s002.000  35,167.830.000  36.244.480.01 
“ *3^S24'ra  *313  m'wo 

!!  sajuiouo  Siios'.ODO  is.w)ol6i 


8'rdcral  Reserve  notes 
nirefred  avallabmiy  ^ 


Ratio  of  gold  rescrv 

notes  In  circulation .. 

|Mir  cent,  against  deposit  llabllltios. 


RcAr^ 

ipMlts'aiid  Fedora 


31.737,716.000  31.75O.S0.00 


I 35.107.830,000  $0,344,486.00 
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Week  Ended  November  26  Total  Sales  $97,049,150  Par  Value 
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STOCKS.  SHARES 


BONDS  (PAR  VALUE) 


— AV€TOg€S — Ponds 

TWENTT-FIVE  RAILROADS 


TWENTY-FIVE  INDUSTRIALS 


COMBINED  AVERAGE  — 60  STOCKS 


BONDS— FORTY  ISSUES 


N«l  Ofcjr 

Cloa*  ChMBf  1S30 


Stocka— Yurlj  Highs  and  Lows — Bond* 


TextUes 


For  uW  01  leue.  PraclicoU^  new  modr/D  Smj- 
It^t  fachwy.  Forproof.  Feiljr  dnound  Mfure 
feet;  cealraJ  illinoit.  Pae  opportuBily  (oi  hi^- 
clue  pUnl.  Stull  capital  will  haadic  lliia.  AV)- 
dxe»  owner.  Y 2172  Aitnex. 
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wouli"*»w^  liigher 

S'SMx"ar£Sfs 

o|>enln^  wUt  t^o  2ieaii«khllc.  bic 

Ixiat  w(«ik  8«w  hSgiier^  pricca  at*  Yojfoliama. 

lug  liollcf  on  the  part  of  ncll  pantod  la^on 
In  the  American  Iniclr.  however,  Uiat  the 
nclvnncc  I*  duo  tho^ covering 

Is  polntod  out  that,  with  the  value  of  this 
•Ilk  increnaod  by  Uio  advance,  their  lloulda- 
llon.  nt  least  In  part,  is  not  altogether  out  of 
the  question.^  This,  it  Is  contended,  would 

^tlcipaUon^  oV*”a'^qulU-'^*gen*^era^°lilMng*'oii't 
chandlayg^polnt?f  view,  Il\lI^of*mo*mcnt'oc^ 
until  retailers  got  their  ITo^dny  biij{nw*'out 


from  similar  advices  In  previous  weeks.  ' 
There  is  nupurently  no  doubt  that  higher 
price*  musf  come  on  sevemi  varieties  of 
Uu:se  goods  In  the  not  distant  future.  The 
week  In  the  burlaps  tradu  was  only  a repeti- 
tion of  recent  preceding  week*.  Prices  again 


Marine  act  was  speedily  followed  by  the  an- 
nouncement that  the  President  would  address 
A)iigrcss  Id  hts  measage  opening  the  nest 
leulon  on  titc  question  of  aid  for  shipping. 
>t  Is  predicted  Uiat  the  President  will  mom- 
mend  the  <*f  direct  subsidy  to  Anier- 

■llffci'tnff^*.  SO”  epcrstlhg  9gah,.:t  isereTisni- 

Uids  otTthTrt'^'^  tccl  Board  will  open 

type*,  rrclghlcrs,  ranging  from  *3!w*"o 
12.000  deadweight  tons,  will  be  advcrtlsc'J 
for  tenders,  and  It  Is  urulcratood  that  In- 
qulrlu  have  already  been  n-cc-lved  from  sub- 
stantial Interests.  Tho  measures  advocated 
by  the  President  to  enable  American  ship- 
ping to  meet  the  competition  of  competing 
Sr  Mles"^lcM*'  \ cff«t^upoo 

jean  tonnage,  as  appraised  by  the  American 
Steamship  Owners'  Association,  range  from 
MO  to  WO  a ton.  ■aeirom 

Announcement  lias  brci 

tllng  the  controversy  wi 

the  Liverpool  liners  over  the  movement  of 
the  ECTptlan  cotton  crop,  the  Shipping  Board 
gained  an  agreement  to  have  no  per  cent  of 
the  Irnfflc  on  both  direct  sod  Indirect  route* 
!^erhan"fiag  V^*S?‘’lt'S”ndcnriSd‘lh*‘ 

the  victory  of  the  Shipping  Board  on  IhU 
Iriule  route  will  be  followed  up  by  oggressivt 
mensurcs  to  gain  what  officials  consldei 
Arnica's  rightful  share  of  cargoes  on  olhei 
Ten  railroads  have  accepted  the  Shipping 
Board  a Invllatlon  to  attend  public  hewing* 
In  Washington  on  Dec.  1 for  the  purpose  ol 
revealing  the  nature  of  the  preferential 
agreements  with  foreign  shipping  lines  foi 
j\i\  anaJysi?’ of  Uic*repo^  M*recIpriSaf "m- 


Ocean  freight  rates  declined  to  new  low 
levels  In  October.  Taking  the  tariffs  In  ef- 
fect In  January,  11120.  os  the  100  rate,  the 
October  Index  figure  was  32.3  per  cent.  This 
Is  a d^lnc  ^ 10  ^r^ccot.  since  last  Jan- 
dlatc  advance  In  rates,  and  scant  fmprovc- 
i-M'd-cis-s  passasc  on  t.— *— -•{--•Je  lln^  to 
Burope  have  been  cuL  There  are  ladlca- 
tlons  that  Uic  present  Administration  will 
rvcomnicnd  the  continuation  of  laws  greatly 
re)-trlctlug  immigration.  Third-class  traffic, 
which  pays  Uie  bulk  of  revenue  to  steamship 
lines,  promises  to  be  light  from  now  until 
next  July.  It  is  anticipated  that  not  more 
than  l.V.OOO  third-class  passeDgera  will  be 
’ — •*■“  west  bound  tripe  during  the 
-g.  Quotas  assigned  to  twelve 


^^P^n^tmislng  ^l^lng  Board  vessels 

establish  forel^'finM,  ^n'umuch  *aa  *the 
’ ' ■■  performance  over  a 


period  of  yeaia 


Iron  and  Steel 


nmlgntlon  Commlt- 
urv  oaiu  lucviivir;  in  my  opinion  the  per- 
centage act  has  kept  from  the  United  States 
enn.OOO  or  TOO.OOO  aUena.  and  will  by  June  30 
It  In  set-  have  kept  out  1.7W.OOO  or  2.000.000,  few  of 

>pcd  with  whom  we  are  urcparcel  to  receive  ami  care 

'cmenl  of  for  In  a year  of  uncmploynent  and  rcadjust- 


t week  when  the  WUIa.  a 4.000 

can  flag  steamer  In  the  Heet  nlSr  “ 

“SbKSuSi'Jsg.K 

fc  Hughes.  The  ship  Is  reputed 
le  company,  which  was  formed 
t-war  shipping  boom.  **00.000. 
a not  a newly  built  steamer. 


rpHE  iron  and 
tor  Uie  inon 


ibstantlally  higher  than-  they  were  two 
onths  ago,  but  the  volume  of  new  business 
not  large  enough  to  warrant  anything  like 
pacity  operations.  The  Steel  CorporaUon 
--  -'ng  along  at  about  .■»  per  cenL  of 
with  the  Independents  shghtly  under 
Protab^  this  conditmn  will  not 


3 price  altuallon 


Emergency  Fleet  Corporation 


1 little  buying  support  1 

Shipping 


freight  f 


e they  i 


I December  President 


n 0 ^reporu  ng^cx  chan  ges 
and  received ’eoi.'r>43  1 
Tlio  Shipping  Board 


wooden  steamers. 


3urchascrs  are  offering  for 
;y  are,  the  Shipping  Beard 
fleet  by  brci^ng  up  285 


tcrmlned  not  to 


freli^ht  In 

Uie  railroads  voluntarily' 


of  American  shipping. 

The  fonr-"--  -- 
controlled 
age  on  ca: 
by  the  Shi 


an  Amerlckn  Co 
icsUy  c 


oroflt.  but  they  are  keeping  organisations 
^cUwr^ln  the  «p«<taOon  *at^O>e  coming 
steel  Industry.  It  Is  not  Improbable  that 
several  of  Ui«  Independent  manufacturers 
may  enUr  Into  a comblnatlan  before  many 
days  have  passed,  with  the  Idea  of  cuUlng 
down  to  some  estenl  overhead  chargea. 

Prebably  (he  biggest  boom  to  the  steel 
manufacturera  would  be  the  lowering  of 
freight  rates  on  raw  materials.  The  r^uced 
freight  on  Iron  ore,  which  became  effective 
a period  up  to  next  April  b”  there 
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Transactions  on  the  New  York  Curb— continued 


Dividends  Declared  and  Awaiting  Payment 


Par-  Books 


Here’s  a Good  Bracer 


'The  best  bracer  in  the 
world,"  is  a prominent  t^usb 
ness  man’s  endorsement  of 
a workK)Ut  in  McGovern’s 
Gymnasium. 

All  work  is  individual  and 
the  McGovern  Method 
of  functional  re-education 
shows  its  beneficent  ro 
suits  almost  immediately. 
We  have  a convincing  array 
of  records  to  show  callers 
ARTHUR  A.  McGovern 

(Sapeirlflor) 

McGovern’S 

GYMNASIUM 

6 West  66th  St,  N.  Y. 

Durlond’s  Riding  Academy 
TcUphonei  ColambTutMa-lOlM-eiSe. 
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Is  the  upper  portion  the  black  line  shows  the  closing  average  price  of  fifty  stocks,  half  industrials  and  half  railroads.  The  black  area 
•hows  for  each  week  the  highest  and  lowest  daily  average  price  of  th  e twenty-five  industrials,  and  the  white  area  the  corresponding  fig~ 
« for  twenty-five  rails.  In  the  lower  portion  the  distance  from  the  base  line  to  the  top  of  the  black  area  shows  total  weekly  volume 
of  sales  and  the  white  area  weekly  volnme  of  the  fifty  stocks  used  in  the  preparation  of  this  chart. 
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AD^ISRTIHKMENTS. 


%'EKTIHBMKN‘ 


$10,111,000 

CITY  OF  DETROIT,  MICHIGAN 

4V2%>  5%  £md  5'/2%  Bonds 


$8,000,000  5%  General  Public  Improvement  Bonds  “School.” 

Maturing  serially  from  December  1,  1922  to  1951.  June  and  December  coupons. 
1,000,000  Public  Sewer  Bonds. 

Maturing  serially  from  December  1,  1922  to  1951.  June  and  December  coupons. 

483.000  Public  Utility  Bonds  (Water  Supply). 

Maturing  serially  from  January  15,  1922  to  1950.  January  15  and  July  15  coupons. 

296.000  4}4%  General  Public  Improvement  Bonds. 

Maturing  serially  from  January  15,  1922  to  1950.  January  IS  and  July  15  coupons. 

332.000  5}4%  General  Public  Improvement  Bonds. 

Maturing  serially  from  January  1,  1922  to  1929.  January  and  July  coupons. 


We  are  advised  that  these  bonds  are  the  direct  obligation  of  the  City  of  Detroit,  exempt 
from  all  Federal  Income  Taxes  and  tax  exempt  in  Michigan  and  a legal  investment  for  Sav- 
ings Banks  and  Trust  Funds  in  New  York,  Massachusetts,  Connecticut  and  other  States. 


Principal  and  interest  payable  semi-annually  in  New  York  City  or  in  Detroit. 
Coupon  Bonds  in  denomination  of  $1,000, 
with  privilege  of  registration  as  to  both  principal  and  interest. 


As  officially  reported  the  taxable  property  in  the  City  of  Detroit  has  an  assessed  valuation 
of  $1,853,196,420  while  the  Bonded  Debt,  including  this  issue  and  after  deducting  Water  Debt  and 
Sinking  Funds,  amounts  to  $75,802,478,  or  less  than  4.10%  of  the  assessed  valuation. 


According  to  the  Federal  census  of  1920  the  City  of  Detroit  had  a population  of  993,739,  being 
the  fourth  largest  city  in  the  United  States. 


We  offer  the  above  Bonds,  subject  to  previous  sale  and  change  in  prices,  deliverable 
when,  as  and  if  issued  and  received  by  us,  as  follows: 


Maturities 


1922  to  1929 
1930  to  1941 
1942  to  1951 


4Ja%  Bonds 

to  yield  4.75% 
to  yield  4.65% 
to  yield  4.55% 


5%  Bonds 
to  yield  4.80% 
to  yield  4.70% 
to  yield  4.65% 


Sj^%  Bonds 
to  yield  4.80% 


Legality  to  be  approved  by  John  C.  Thomson,  Esq.,  New  York  City. 


Kuhn,  Loeb  & Co. 

H^lllg^u‘ten  & Co.  Kidder,  Peabody  & Co. 

New  York,  November  29,  1921. 


Annual  Review  of 
Finance  and  Commerce 

\ UTHORITATIVE  writers  will  discuss  the  probable 
J\,  trend  of  financial,  industrial  and  economic  devel- 
opments next  year,  in  the  Annual  Review  of  The 
Annalist,  January  9,  1922. 

The  Annual  Review  will  be  valuable  for  reference 
during  the  entire  year.  Bankers,  brokers,  merchants, 
manufacturers,  exporters,  importers — all  may  find  in  it 
most  important  financial  and  industrial  data. 

Summaries  will  be  given  of  transactions  of  1921  in 
stocks  and  bonds  on  the  stock  exchanges  of  New  York 
and  other  leading  cities,  and  a record  of  the  prices  of 
unlisted  securities  will  be  included. 

Reservations  for  advertising  space  should  be  made 

now. 

Annual  Review 
THE  ANNALIST 

January  9,  1922 

Times  Square,  New  York 
Order  a copy  in  advance  from  your  newsdealer 

Wall  Street  Men 
Need  Recuperation 

The  amount  of  work  a Wall  Street 
man  gets  through  in  the  course  of 
the  year  and  the  speed  in  which 
it  is  accomplished  are  not  without 
effect  on  his  physical  condition. 
Sound  mind  and  sound  body  go 
together,  and  to  be  sure  of  both 
men  should  be  examined  at  regular 
intervals.  At  Arthur  McGovern’s 
gymnasium  exercises  designed  to 
free  the  body  from  blemishes  and 
banish  mental  fatigue  are  devel- 
oped to  a degree  calculated  to 
restore  robust  health  and  vigor. 
Appliances  for  every  kind  of  sport 
and  exercise  and  the  cozy  sur- 
roundings of  a good  club  help 
toward  recuperation.  McGovern's 
methods  bear  the  stamp  of  Gov- 
ernment approval,  and  they  were 
adopted  for  the  reclamation  of 
men  who  were  sent  to  fight  the 
Germans  in  France  and  Flanders. 
Terms  moderate. 

ARTHun  A.  McGovern 

McGovern’S  gymnasium 

5 West  66th  St.,  New  York 

Trading  Department 
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Arms  Conference  Enters  on  Critical  Two  Weeks 


By  Rodney  Bean 


SpeeittI  Correspondenee  of  The  AnnalUt 
WASHINGTON.  Dec.  3. 


now  in  proj^rcss  in  Washington. 

The  viewpoint  expressed  very  gen- 
erally today  is  that  the  various  efforts 
of  financial  and  political  interests  of 
Europe  will  result  shortly  in  concerted 
action  for  the  stabilization  of  exchange 
rates  and  the  economic  reconstruction  of 
Continental  Europe,  if  definite  results 
arc  attained  in  Washington. 

But  it  Is  agreed  that  failure  in  the 
present  conference  will  place  very  se- 
vere obstacles  in  the  way  of  any  con- 
templated steps  to  economic  rebabiUta- 
tion  of  the  world. 

Development*  of  the  Inst  week  seem 
to  indicate  that  eventually  France,  al- 
though anxiou.s  to  avoid  such  a .step  be- 
cause of  political  reasons,  in  the  last 
analysis,  may  agree  to  a rearrangement 
of  German  reparation  payments  after 
Jan.  16.  Late  reports  are  to  the  effect 
that  Great  Britain  is  sympathetic  to- 
ward such  action  and  that  pressure  is 
being  brought  to  have  a moratorium 
granted  for  a period  of  two  or  more 

Another  important  feature  was  the 
confirmation  by  Treasury  Department 
officials  that  the  United  States  probably 
would  be  represented  by  an  agent  of  the 
Federal  Reserve  Board,  who  would  sit  as 
an  unofficiul  observer  at  an  interna- 
tional gathering  soon  to  be  held  in  Eu- 
rope to  consider  mean.s  to  prevent  a vio- 
lent fluctuation  of  exchange  rates  when 
reparation  payments  are  made.  This 
caused  much  discussion,  as  it  was  the 
American  Government’s  first  concession 
when  the  i|uestion  of  official  or  unoffi- 
cial particination  in  any  international 
conference  dealing  with  stabilization  of 
exchange  ha.«  been  brought  forkvard. 

The  significance  of  these  developments 
seems  to  be  that  the  nations  most  in- 
timately involved  in  the  present  dis- 
turbed condition  of  the  world’s  economic 
structui'e  are  coming  to  a realization 
that  conditions  cannot  be  permitted  to 
go  from  bad  to  worse  unless  there  is  to 
be  a disastrous  climax. 

Some  foreign  writers  and  statesmen 
also  are  now  coming  forward  with  a re- 
newal of  the  arguments  that  the  vast 
store  of  gold  which  has  been  accumu- 
lated in  America  must  be  employed  in 
the  rehabilitation  of  Europe  if  there  is 
to  be  definite  progress  toward  better 
conditions.  The  opinion  is  heard  that 
steps  in  this  direction  may  be  sought  if 
the  present  conference  lays  the  basis  for 
a better  understanding  of  what  is  ahead 

While  this  general  movement  is  gain- 
ing momentum,  the  American  officials 
in  charge  of  this  nation's  interests  in  the 
arms  conference  are  avoiding  definite 


official  entanglement  in  the  proposals 
and  counterproposals  touching  on  the 
major  financial  problems,  insisting  that 
the  problems  directly  at  issue  must  be 
settled  first.  Questions  involving  the 
funding  of  the  wartime  obligations  and 
other  financial  problems,  it  is  main- 
tained, will  then,  and  not  until  them,  be 
properly  in  order. 

An  atmosphere  has  been  created,  in 
the  opinion  of  some,  which  may  be  help- 
ful to  a successful  conclusion  of  the 
arms  conference.  The  American  offi- 
cials, while  making  no  definite  state- 
ment, have  taken  the  position  that  limi- 
tation of  armament*  and  the  solution  of 
tlie  Pacific  and  Far  Eastern  questions 
will  usher  in  a new  era  where  the  other 
perplexing  problems  may  be  approached 
with  more  assurance-  And  this,  un- 
doubtedly, is  a fact 

The  opinion  still  prevails  in  Wash- 
ington that  an  agreement  will  be  reached 
on  the  limitation  of  armaments  and  the 
Pacific  and  Far  Eastern  questions.  The 
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■pETTER  prices  for  wheat  and  the  low- 
cr  freight  rates,  effective  Dec.  1, 
have  tended  to  impart  a better  tone  to 
the  situation  in  the  prairie  Provinces  of 
the  Dominion.  But  while  business  in  gen- 
eral will  profit  from  the  lower  freight 
rates,  the  change  has  come  too  late  in 
the  season  to  be  of  much  benefit  to  the 
grain  gi-owers,  who,  of  course,  have  sold 
the  bulk  of  their  grain.  The  new  rates 
are  .still  26  per  cent,  higher  in  the  East 
and  20  per  cent,  higher  in  the  West  than 
in  the  tariff  in  force  up  to  September, 
1920. 

But  for  the  lowering  of  the  grades  of 
grain  through  adverse  weather  conditions 
during  the  harvest  the  situation  in  the 
prairie  Provinces  would  have  been  much 
more  satisfactory  than  at  present,  the 
total  yield  of  the  five  principal  grains, 
according  to  a supplementary  estimate 
just  issued  by  the  Dominion  Bureau  of 
Statistics,  being  748,015,000  bushels, 
compared  with  605,057.400  in  1920.  This 
is  an  increase  of  142,957,600  bushels. 
The  yield  of  wheat  in  the  three  Prov- 
inces was  308,925,000  bushels,  against 
234,138,300,  and  of  oats  363,185,000, 
against  314,297,000  bushels.  Of  the  five 
grains,  wheat,  oats,  barley,  rye  and  flax- 
seed, the  last  named  was  the  only  one 
decreasing  in  yield.  There  was  also  a 
substantial  increase  in  root  crops.  The 
total  yield  of  wheat  for  the  Dominion  is 
placed  at  829,836,300  bushels,  compared 
mth  263,169,800  in  1920,  thus  making 
Canada  second  only  to  the  United  States 
among  the  world  producers  of  this  grain. 
Shipments  of  grain  from  the  elevators 
at  Port  Arthur  and  Fort  William  during 
the  last  week,  amounting  to  14,000,000 


form  of  diplomacy  adopted  by  the  United 
States  has  been  conducive  to  such  a re- 
sult and  has  opened  up  a new  page  in 
history.  It  has  been  made  plain  to  the 
visiting  delegations  that,  if  objection  is 
found  by  any  nationality  to  a solution  of 
some  perplexing  problem  proposed  by 
the  majority  of  the  powers  involved,  a 
most  convincing  " reason  why  ” must  be 
supplied. 

Assurance  is  given  in  high  quarters 
that  the  objects  of  the  arms  conference 
are  not  to  be  defeated  by  secret  diplo- 
macy, and  if  failure  is  threatened  the 
facts  are  to  be  laid  before  the  world 
and  an  opportunity  given  to  the  people 
to  form  their  opinion.  No  threat  has 
been  uttered;  neither  has  there  been  any 
misunderstanding  of  the  situation.  The 
United  States  snmmoned  the  eonfer^ce 
into  being  and  feels  its  responsibility  to 
make  an  accounting  of  its  stewardship 
if  the  success  of  its  efforts  are  threat- 

The  next  two  weeks,  therefore,  prom- 


bushcls,  exceeded  the  receipts  for  the 
first  time  this  crop  sea.son,  stocks  being 
reduced  by  3,500,000  bushels.  Total 
wheat  in  the  elevators  is  still  8,000,000 
bushels  more  than  a year  ago.  With  the 
approach  of  the  close  of  navigation,  by 
far  the  greater  portion  of  the  grain  now 
shipped  by  lake  and  rail  is  billed  to  Buf- 
falo. 

Business  generally  is  fairly  well  main- 
tained, but  orders,  while  numerous,  are 
still  of  a hand-to-mouth  character,  thus 
leaving  the  aggregate  turnover  consid- 
erably below  normal.  Large  packing 
houses  have  been  doing  more  business 
during  the  Iasi  few  weeks  than  for  some 
time.  This,  however,  only  applies  to  the 
home  market.  The  fact  that  prices  have 
been  reduced  nearly  50  per  cent,  in  cer- 
tain instances  has  had  something  to  do 
with  this.  Still  another  factor  is  the 
closer  attention  which  the  larger  packers 
are  giving  to  the  cultivation  of  the  home 
market,  a policy  which  has  been  forced 
upon  them  by  the  serious  decline  which 
has  taken  place  in  the  export  trade,  the 
total  exports  of  fresh,  cured  and  pre- 
served meats  for  the  six  months  ended 
September  having  a value  of  but  $15.- 
185,651,  compared  with  $22341,935  and- 
$56,105,869  for  the  corresponding  period 
of  1920  and  1919,  respectively. 

Among  recent  industrial  developments 
probably  the  most  important  is  the  start- 
ing up  of  a new  window  glass  plant  at 
Hamilton,  Ontario,  by'  Libby-Owens, 
Ltd.,  an  American  concern.  It  is  the  sec- 
ond established  in  the  Dominion  for  the 
manofacture  of  common  window  glass, 
but  it  will  be  the  first  to  make  plate 
glass.  Two  furnaces  already  have  been 
put  into  operation  for  the  making  of 
common  window  glass;  plate  glass  will 


ise  to  be  momentous  days  in  the  history 
of  the  world.  It  is  the  expectation  of  the 
American  delegates  that  within  that  time- 
decision  will  be  reached  concerning  the 
determination  of  Japan  to  accept  the  so- 
called  5-5-3  basis  fbr  capital  ships  and 
the  major  portion  of  the  propos^  for 
the  solution  of  the  Pacific  and  Far  East- 
ern questions  which  involve  the  future 
welfare  of  China. 

To  what  extent  the  United  States  later 
will  participate  in  discussions  of  eco- 
nomic problems,  either  officially  or 
through  the  representatives  of  banks  of 
issue  and  other  finandal  institutions, 
may  be  based  largely  on  the  decisions  now 
pending.  The  decision  to  have  a repre- 
sentative of  the  Federal  Reserve  Board 
sit  unofficially  with  the  international 
gathering  to  consider  means  to  prevent 
wide  fluctuations  of  exchange  when  the 
next  reparations  payments  are  made, 
American  officials  have  emphasized,  does 
not  mean  American  anticipation  is  a gen- 
eral discussion  of  reparations  and  other 
international  economic  questions,  but  it 
has  been  seized  upon  as  signiRcant  in 
considering  the  future  aspects  of  the 
situation. 


follow.  Another  American  org^anization, 
the  Weeks  Engineering  Corporation,  has 
purchased  the  plant  of  the  Welland  Ma- 
chine and  Foundries  Company,  Welland, 
Ontario,  and  will  equip  it  for  the  manu- 
facture of  boiler  plates  and  tubes.  It 
is  evident  that  the  outlook  is  improving 
for  the  manufacturers  of  agricultural 
implements  from  the  fact  that  another 
plant,  the  third  within  the  last  few 
weeks,  started  up  this  week.  It  will  for 
the  present,  however,  only  operate  on  a 
three-day  shift. 

The  annual  statement  of  the  Canadian 
Sherwin-Williams  Company,  submitted 
this  week,  reflects  the  dull  trade  experi- 
enced by  paint  manufacturers  daring  the 
last  twelve  months,  the  earnings  being 
but  $631311,  compared  with  $9381338 
for  the  previous  year,  while  the  balance 
for  surplus  account  was  only  $2,188, 
against  $733,809.  The  sum  of  $239,750 
was  paid  in  dividends  to  preferred  share- 
holders and  $186,000  to  the  holden  of 
common,  but  the  company  did  this  by 
drawing  upon  the  capital  stock  sold  dur- 
ing the  year  and  upon  the  protit  and 
loss  account  Current  assets  are  placed 
at  $4313,677  and  current  liabilities  at 
$1,145,178.  Total  assets  are  $16,556,535, 
against  $16,586,027  a year  ago.  Cash  on 
hand  increased  from  $240,676  to  $763,850. 
The  National  Steel  Car  Corporation. 
Hamilton,  Ontario,  has  furnished  its 
shareholders  with  the  first  statement 
since  1919.  The  plant  having  been  closed 
down  for  some  time  previous  to  Octi^ 
ber,  1920,  when  orders  aggregating  $12,- 
600,000  were  received,  the  statement  re- 
garding earnings  only  covers  the  nine 
months  ended  June,  in  which  period  a 
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The  Railroad  Situation  in  Soviet  Russia 


Y far  the  roost  impor- 

Btant  phase  of  Kussia’a 
y economic  collapse  un- 
g der  the  Conmiunist 
g regime  has  been  the 
y utter  disorgaiiisation 
g of  the  railway  sys* 
tern.  The  tragedy  of 

the  situation  lies 

both  in  the  irresist- 
ible and  progresiuve  ruin  of  Russia’s 
means  of  transportation  and  in  the  help- 
lessness on  the  part  of  the  Soviets  to 
stay  or  even  regulate  this  process.  The 
situation  becomes  worse  every  month  and 
is  especially  telling  now.  the  famine 

making  the  means  of  transportation 

more  indispensable  than  over.  It  is 
largely  in  connection  with  this  feature 
of  the  situation  that  the  Soviet  press  of 
recent  weeks  has  been  devoting  special 
attention  to  the  tragic  and  catastrophic 
condition  of  the  railways. 

Under  normal  conditions,  the  percen- 
tage of  locomotives  on  the  Russian  rail- 
ways in  need  of  repair,  the  so-called 
“ sick  ” locomotives,  was  15  or  16.  By 
November.  1917,  when  the  Bolshevik!  as- 
sumed authority,  this  percentage  in- 
creased to  25.  A year  bter,  by  Jan.  1, 
1919,  it  had  already  jumped  to  47,  while 
another  year  later,  by  Jan.  1,  1920,  it  was 
58.  During  1920,  the  Soviet  Government 
had  control  over  practically  the  whole  of 
Russia  and  had  at  its  disposal  nearly 
all  of  the  former  Russian  Empire's  roll- 
ing stock.  The  following  table  taken 
from  the  Moscow  Economic  Life  of  Sept. 
4.  1921,  shows  the  condition  of  the  loco- 
motives on  the  Russian  railways: 


By  Leo  Pasvolshy 

Author  of  “The  Economics  of  Communism” 


Jaauary  9..»<52  3.S1M  10,027  7.653 

June  15.91N  6.379  1S.943  7.25S 

The  offidal  weekly  report  of  the  Com- 
missariat of  Railways,  from  which  these 
figures  were  taken,  states  that  the  pro- 
gressive increase  of  disabled  locomotives 
at  the  present  time  is  from  lt&  to  2 per 
cent,  monthly. 

The  car  situation,  as  given  in  the  .same 
report,  is  shown  in  the  following  table: 


June  412.W2  263.307  421.636  217.R19 

The  difficulty  in  the  transportation  of 
food  supplies  at  the  present  time  lies  not 
so  much  in  the  shortage  of  locomotives 
as  in  the  lack  of  cars.  The  phrase,  " fit 
for  use,”  in  this  particular  case  does  not 
indicate  that  the  217.000  cars  which  the 
Soviet  Government  had  at  its  disposal 
in  June  were  actually  available  for  the 
transportating  of  food  supplies.  This 
phrase  simply  means  that  something  re- 
sembling cars,  capable  of  rolling  on  rails, 
was  to  be  had  to  the  extent  of  that  num- 
ber. The  report  quoted  states  that,  at 
the  very  best  estimate,  only  15  per  cent, 
of  the  total  number  of  cars  were  in 
plete  repair  and  fit  for  the  transporta 
tion  of  grain ; a more  conservative  esti 
mate  gives  this  percentage  as  only  1{ 
Thus  last  Summer  the  Soviet  Govern- 
ment had  at  its  disposal  for  the  trans- 
portation of  food  supplies  only  between 
45,000  and  65,000  cars  in  complete  re- 
pair. 

The  requirements  of  the  food-supply 
campaign  for  the  current  Winter  have 
been  officially  estimated  as  189,240  cars, 
of  which  105,975  cars  must  be  in  com- 
plete repair.  As  just  stated,  scarcely 
half  of  this  number  was  actually  avail- 
able at  the  end  of  the  Summer. 

To  meet  the  pressing  requirements  of 
the  food-supply  campaign  this  Winter, 
the  railroad  shops  and  the  car  foundries 
at  the  end  of  July  were  ordered  to  lay 
all  other  work  aside  and  concentrate  on 
the  repairing  of  the  60,000  dosed  cars 
which  are  needed  for  the  transportation 
of  grain  and  other  food  supplies.  This 
work  was  to  be  finished  by  the  end  of 
September.  By  the  beginning  of  October 
the  Ccnimissariat  of  Railways  in  its  of- 
ficial report  announced  that  this  assign- 


ment had  not  been  performed.  It  was 
estimated  that  only  between  60  and  75 
per  cent  of  the  required  number  of  cars 
were  actually  repaired. 

The  reason  for  this  failure  to  carry 
out  even  so  vital  an  assignment  a.s  the 
repair  of  cars  necessary  for  the  trans- 
portation of  groin  lies  in  the  whole  situa- 
tion with  regard  to  railroad  repair  which 
the  Soviet  Government  has  to  face. 

The  rehabilitation  of  the  rolling  stock 
on  the  Russian  railways  is  carried  on 
by  the  railroad  repair  shops,  which  con- 
stitute a part  of  the  equipment  of  sepa- 
rate railroad  lines,  and  by  Uie  metal- 
lurgical foundries.  The  success  of  the 
repair  work  depends  fundamentally  on 
the  work  of  the  latter,  for  they  produce 
the  necessary  replacement  parts.  In- 
ddentolly,  these  spare  parts  cannot  be 
imported  from  abroad,  because  the  Rus- 
sian railroad  rolling  stock  was  built  al 
most  exclusively  by  Russian  car  foun- 
dries and  the  extra  parts  can  be  manu- 
factured only  by  these  foundries. 

In  order  to  concentrate  all  efforts  on 
this  work  of  railroad  repair,  the  Soviet 
Government,  following  its  general  eco- 
■nomic  policies,  chose  21  of  the  best 
equipped  Russian  metallurgical  works, 
and  set  them  aside  as  the  “ shock  “ 
group,  making  special  provisions  for  sup- 
plying them  with  labor,  fuel  and  food. 
The  Moscow  Economic  Life  for  Aug.  10, 
1921,  gives  a summarized  report  on  the 
work  of  this  group  during  the  second 
half  of  1920  and  the  first  half  of  1921. 

rpHE  whole  “ shock  ” group  was  divided 
into  two  parts,  the  central  grrup.  con- 
sisting of  14  foundries  located  in  dif- 
ferent parts  of  Central  Russia  and  the 
southern  group,  made  up  of  the  7 impor- 
tant foundries  in  the  coal-iron  basins  of 
South  Russia.  The  southern  group,  be- 
cause of  its  better  equipment,  was  as- 
signed a much  larger  part  of  the  produc- 
tion program  than  was  the  central  group. 

This  southern  group  worked  intermit- 
tently in  the  second  half  of  192U  and 
die  first  vwo  months  of  1921.  Then 
practically  all  the  foundries  comprising 
it  ceased  working.  The  official  ixport 
gave  the  reason  for  this  a,s  lack  of  fuel. 
The  foundries  of  this  group  arc  minted 
near  the  Donetz  Bas-n,  which  has  the 
'r.rgest  coal  fields  in  all  Europe.  We 
sh/Jl  have  occasion  to  see  later  on  the 
manner  in  which  this  basin  was  working 
during  the  same  period. 

The  following  table  shows  the  produc- 
tion of  the  southern  group  during  the 
second  half  of  1920  and  the  first  months 
of  1921: 

Second  Half  of  1920 — New  locomotives, 
30;  repaired,  118;  pipes,  &c.,  79,000 
pouds. 

First  Five  Months  of  1921 — New  loco- 
motives, 5;  repaired,  66;  pipes,  &c.,  6,600 
pouds. 

Nor  did  the  central  group  acquit  itself 
with  credit  during  the  first  half  of  1921 
as  compared  with  the  preceding  six 
months,  as  indicated  by  the  following 
table: 

Second  Half  of  1921  (percentage  of 
program  actually  done) — New  locomo- 
tives, 50;  repaired  locomotives,  85;  new 
cars,  106;  repaired  cars,  69. 

First  Half  of  1921  (percentage  of  pro- 
gram actually  done) — New  locomotives, 
38;  repaired  locomotives,  43;  new  cars, 
68;  repaired  cars,  31. 

It  is  clear  from  the  above  percentages 
that  the  central  group,  as  well  as  the 
southern,  worked  much  les.*!  efficiently 
in  the  first  six  months  of  1921  than 
it  did  in  the  preceding  six  months.  As 
a result,  it  was  decided  to  rearrange 
the  whole  " shock  ” group  for  the  second 
half  of  1921.  The  sou^em  group  was 
dropped  altogether.  The  central  group 


was  reduced  to  6 foundries,  to  which  3 
new  ones  were  added. 

The  Moscow  Economic  Life  of  Sept  C 
gives  tlie  following  table  showing  the 
work  of  the  new  ” shock  ” group  during 
(i.c  month  of  July,  as  compared  with  the 
old  central  group  during  the  first  half 
of  the  year: 

r«rcolilaae 
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This  amazing  situation  is  the  result 
of  a number  of  factors,  as  pointed  out  in 
the  report  quoted.  One  of  these  factors 
is  lack  of  food  supplies.  But,  as  the  re- 
port states  with  great  emphasis,  the 
principal  reason  has  been  the  assignment 
of  workmen  front  these  tuctorics  to  field 
agricultural  work.  It  is  specifically 
stated  that  for  thi.s  reason,  viz.,  lack  of 
labor,  " the  Mytishchinsky  mills  were  at 
a standstill  from  July  5 on,  white  the 
work  of  the  Sormovo  founiiry  was  com- 
pletely disorganized." 

The  shortage  of  fuel,  which  is  always 
mentioned  as  one  of  the  principal  cau.ses 
of  lack  of  industrial  productivity  in 
Soviet  Russia,  is  bound  up  principally 
with  the  work  of  the  Donetz  Basin,  lo- 
cated in  the  south  of  Russia. 

In  the  first  half  of  1921,  the  total  out- 
put of  the  Donetz  Basin  was  approxi- 
mately equal  to  that  of  the  second  half 
of  1920,  vir...  168.700,000  poods,  as 
against  169,900,000  poods.  But,  at  the 
same  time,  the  number  of  workmen  in- 
creased during  this  period,  so  that  the 
actual  productivity  of  labor  for  the 


The  above  table  shows  a distinct  im- 
provement in  the  total  output  of  the 
basin  for  the  first  half  of  1921  as  com- 
pared with  the  corresponding  period  of, 
1920.  But  the  figures  for  July  and 
August,  1921,  show  an  amazing  decrease 
in  the  productivity  of  the  basin.  The 
total  output  for  July  was  loss  than  40 
per  cent,  of  the  figure  for  the  corre- 
sponding month  of  1920,  and  was  ac- 
tually less  than  the  basin  retained  for 
its  own  use  in  July,  1920.  The  total 
output  for  August  was  just  half  of  the 
figure  for  the  corresponding  month  of 
the  preceding  year  and  scarcely  suf- 
ficient to  cover  the  basin's  own  needs. 

In  commenting  upon  this  situation. 
The  Economic  Life  says:  “Never,  even 
in  the  height  of  the  civil  war,  did  the 
production  of  the  Donetz  Basin  fall  as 
low  as  it  did  in  July,  1921.  In  January, 
1920,  when  the  battlefront  passed 
through  most  of  the  cool  fields  of  the 
basin,  the  total  output  was  still  13,300 
poods,  or  60  per  cent  more  than  the 
output  for  July.” 


appeared.  On  Sept.  1 the  number  of 
miners  in  the  basin  was  10,300,  instead 
of  the  normal  number  of  107,000.  The 
average  for  the  preceding  six  mpnths 
was  16,200,  but  the  Soviet  Guvemment 
has  no  hope  of  being  able  to  bring  the 
total  number  of  miners  in  the  near  fu- 
ture even  to  that  average.  The  be.st  it 
hopes  for  in  the  next  six  months  is 
14.000  men,  with  a montlil-/  output  of 
25,000,000  or  30,000,000  pouds  at  the 
very  best. 

The  railroad  situation  in  Soviet  Russia 
and  the  industries  indispensably  con- 
nected with  it  represent  today  a truly 
vicious  circle  that  a.s  yet  shows  no  signs 
of  breaking.  The  rolling  stock  cannot 
be  repaired  because  the  metallurgical 
works  have  no  fuel  and  no  food  supplies. 
No  food  supplies  can  be  delivered  be- 
cause the  rolling  stock  is  insufficient  to 
carry  them,  either  to  the  metallurgical 
works  or  to  the  coal  mines. 
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The  Naval  Holiday  and  the  Merchant  Marine 


By  V.  G,  Jden 


Maritime  Subventions  Prior  to  the  War 


$656,270 


662,369 

1,061,639 

76,465 


Austria-Hungary  $1,288,201 

Denmark  82,455 

France  5,019,703 

Germany  1326,651 

Grea:  Britain *4,874343 

Italy  1,767312 

. Japan  2365,831 

Netherlands 367,468 

Norway  

Portugal  

Russia  

Sweden  

Total  

*New  Cunard  subsidy  of  $1,100,000  not  included. 


$1,944,471 

82,455 

8,643,423 

1,826,651 

5,636,612 

2319,451 

2,942396 

367,468 

137,666 

63,300 

1,595,701 

1,629,927 

81349 

$27,670,160 


VIERICA’S  proposal 
for  a naval  holiday 
to  last  ten  years, 
as  voiced  by  Secre- 
tary Hughes  be- 
fore the  Confer- 
ence for  the  Limi- 
tation of  Arma- 
ment, ha.s  a most 
important  and  di- 
rect bearing  upon  the  merchant  marine 
of  the  United  States.  If  the  fighting  na- 
vies of  the  world  are  to  have  physical 
limitations  imposed  upon  them  by  stip- 
ulated agreements,  then  the  first  line  of 
defense  of  any  nation  will  rest  more 
surely  upon  the  adequacy  of  its  mer- 
chant marine. 

The  utility  of  a merchant  marine  as  a 
naval  auxiliary  has  been  universally  rec- 
ognized. But  in  instances  merchant  ships 
have  proved  their  worth  even  more,  and 
can  be  classed  as  primary  ships,  or  fight- 
ing ships.  Germany  made  active  bellig- 
erent use  of  some  of  her  merchant  ships 
in  the  recent  war.  They  were  equipped 
with  fighting  crews  and  munitions,  and 
turned  loose  to  prey  upon  the  commerce 
of  the  world.  But,  aside  from  the  possi- 
bility of  a war,  the  merchant  fleets  of 
the  various  nations  in  peace  times  are 
the  " first  line  of  defense  " of  a nation. 
If  the  merchant  navies  are  not  to  be  lim- 
ited, or  if  they  arc  not  to  be  regulated 
internationally  by  any  concerted  agree- 
ment, they  promise  to  afford  the  first 
weapon  of  competition  for  national  su- 
premacy. 

Undoubtedly  this  is  the  conviction  of 
the  English  and  the  French.  And  Japan 
can  be  depended  upon  to  be  thinking 
about  the  same  thing.  One  of  the  first 
comments  received  from  France  on  the 
Hughes  proposal  was  that  “ it  is  useless 
to  limit  the  fleets  as  proposed  unless  a 
limit  is  also  placed  on  building  capacity, 
as  otherwise  one  country  could  increase 
its  building  facilities  during  the  holiday, 
and  quickly  outstrip  the  other  if  the  ar- 
rangement were  abandoned."  And  Eng- 
land questions  the  restriction  against 
building  naval  vessels  for  foreign  ac- 
count, as  English  yards  build  vessels  of 
all  classes  for  all  the  world,  and  thereby 
has  made  its  shipbuilding  industry  pre- 
eminent England  wants  to  keep  its  ship- 
yards alive. 

There  is  a serious  question  raised  by 
shipbuilding  authorities,  who  do  not 
wish  to  be  quoted,  as  to  whether  the 
cessation  of  navy  work  will  actually  kill 
the  shipbuilding  industry.  The  program 
as  outlined  by  Secretary  Hughes  may 
stop  all  work  in  three  of  the  large  Amer- 
ican shipyards,  as  those  yards  specialize 
in  navy  construction.  Shipbuilding  is  a 
specialized  art.  A yard  which  has  been 
created  primarily  for  the  construction 
of  fighting  vessels  is  an  expensive  yard ' 
in  which  to  build  a purely  commercial 
craft.  Shipyards  must  specialize  upon 
their  construction  if  they  are  to  com- 
pete for  contracts.  A yard  that  has  built 
freight  boats  successfully  will  be  able 
to  build  the  same  type  of  vessel  more 
economically  in  the  future.  A yard  that 
has  been  building  destroyers  cannot  be 
expected  to  build  a transatlantic  passen- 
ger vessel,  and  keep  its  costs  down  to  a 
reasonable  figure.  Therefore,  it  is  con- 
tended by  marine  architects  that  the  ces- 
sation of  naval  construction  will  not  in- 
jure the  art  of  .shipbuilding.  It  will 
me»-ely  concentrate  attention  upon  the 
building  of  vessels  of  another  type.  At 
first  work  may  .not  bo  available  for  all 
men  who  wish  to  continue  in  the  ship- 
building business,  but  that  is  another 
matter.  To  scrap  our  naval  construction 
program  means  nmre  than  scrapping  the 
vessels  under  constniction  and  the  vessels 
planned.  It  means  the  scrapping  of  con- 
siderable shipbuilding  equipment,  and 
the  yard  which  is  chiefly  concerned  with 
such  equipment  will  naturally  suffer. 
But  we  have  many  other  yards,  and  ef- 
ficient yards  at  ^at,  which  have  never 


attempted  to  build  naval  vessels  and 
never  intend  to  undertake  such  work. 

If  a naval  holiday  is  agreed  upon  it  is 
logical  to  expect  that  the  various  na- 
tions which  are  signatory  to  that  agree- 
ment will  turn  their  attention  to  their 
merchant  marine  fleets.  We  cannot  ex- 
pect that,  by  a stroke  of  the  pen,  all  na- 
tionalistic aspirations  will  be  wiped 
away.  Should  those  aspirations  no  longer 
be  protected  by  floating  armaments  ^ey 
will  be  appeased  in  a measure  by  the 
extension  of  merchant  navies.  American 
steamship  owners  are  themselves  begin- 
ning to  think  along  just  this  line.  Frank 
C.  Munson,  President  of  the  Munson 
Steamship  Lines,  in  a public  conference 
before  the  United  States  Shipping  Board 
prosopsed  that  Congress  be  requested  to 
appropriate  out  of  the  money  saved  by 
the  naval  holiday  from  $66,000,000  to 
$70,000,000  to  build  fast  vessels  to  com- 
pete with  foreign  ships  in  the  transat- 
lantic trade.  That  was  not  a .strange 
proposal  to  be  placed  before  the  board, 
even  though  the  policy  of  the  present  Ad- 
ministration Is  not  to  invest  any  more 
public  funds  in  the  building  of  merchant 
ships.  As  a matter  of  fact,  the  Shipping 
Board  is  now  preparing  to  spend  proba- 
bly $10,000,000  in  reconditioning  the  Le- 
viathan, and  all  authorities  agree  that, 
under  no  circumstances,  can  that  boat  be 
made  a commercial  success,  no  matter 
what  trade  she  is  put  in. 

The  Leviathan  offers  a good  object 
lesson  in  the  present  instance.  It  is  con- 
ceded she  cannot  make  money,  and  that 
her  only  value  is  her  size,  which  gives 
her  an  advertising  distinction.  The  Ger- 
mans are  said  to  have  made  money  out 
of  her,  even  before  the  war.  But  the 
Leviathan  is  of  great  value  as  a trade 
promoter,  and  is  an  important  factor 
in  the  realization  of  nationalistic  aspira- 
tions. To  recondition  the  Leviathan  is 
just  as  certain  a subsidy  as  a $40,000,- 
000  appropriation  for  a new  battleship. 
Despite  the  purity  of  assertion  of  the 
members  of  our  Shipping  Board,  the 
United  States  is  as  surely  committed  to 
a Government-aided  merchant  fleet  as 
any  nation  -of  the  world.  The  naval  hol- 
iday proposed  by  Secretary  Hughes  only 
clears  the  issue,  and  gives  us  an  oppor- 
tunity to  add  to  the  little  start  we  have 
already  made. 

England,  France,  Japan,  Italy  and  the 
other  first  nations  of  the  world  will  un- 
doubtedly follow  oar  example.  "We  may 
not  have  an  aggressive  age  of  State- 
owned  merchant  fleets,  as  State  owner- 
ship has  achieved  a rather  bad  flavor  in 
the  last  few  years.  But  subsidies,  sub- 
ventions and  other  forms  of  State  aid  to 
shipbuilding  and  shipping  have  not  as  yet 
been  discredited,  and  our  competitors 
may  be  expected  to  turn  to  them  with  a 
renewed  relish. 

Printed  herewith  is  a tabulation  of  the 
maritime  subsidies  and  bounties  paid  out 
by  the  various  nations  of  the  world  prior 
to  the  recent  war.  This  is  a tabulation 
presented  to  Congress  by  the  Merchant 
Marine  Cominission  in  1906  after  careful 


investigation  of  the  subject.  The  tabula- 
tion is  representative  of  the  condition 
of  maritime  competition  prior  to  the 
great  war.  Subventions  during  the  war 
were  all  mostly  emergency  measures, 
and  do  not  represent  accurately  the  na- 
tionalistic aspirations  of  the  countries 
in  question.  Therefore  a better  idea  is 
to  be  obtained  of  what  can  be  expected 
in  the  future  from'  conditions  then  pre- 
vailing. 

The  maritime  policies  that  existed  be- 
fore the  war  put  things  out  of  gear  may 
be  summarized  as  follows: 

Great  Britain  paid  generous  mail  sub- 
sidies to  her  chief  steamship  lines,  ad- 
miralty subsidies  to  her  fastest  vessels, 
and  retainer  bounties  to  many  thousands 
of  her  seamen. 

Germany  granted  liberal  mail  sub- 
sidies upon  steamship  lines,  and 
encouraged  her  shipyards  by  hauling 
material  at  nominal  cost  on  the  State 
railways.  German  shipyards  were  fur- 
ther aided  by  the  requirement  that  mail 
steamers  of  the  imperial  lines  should 
be  constructed  in  Germany  by  German 
workmen.  Moreover,  the  State  railways 
granted  preferential  rates  to  goods  in- 
tended for  export  by  the  imperial  lines — 
in  effect,  a bounty  on  navigation.  And, 
finally,  the  imperial  head  of  the  German 
Govemmenc  had  investments  out  of 
pocket  in  German  steamship  lines  and 
German  shipyards. 

France  granted  mail  subventions  to 
her  great  steamship  lines,  construction 
bounties  to  her  shipyards,  and  naviga- 
tion bounties  to  all  French  shipping, 
steam  or  sail,  engaged  in  overseas  com- 
merce. 

Italy  granted  mail  subventions,  con- 
struction bounties,  and  navigation  boun- 
ties to  all  her  ocean  vessels,  steam  or 

Austria-Hungary  gave  construction 
bounties  and  mail  and  navigation  sub- 
sidies to  her  ocean  fleet 

Holland  granted  subventions  to  her 
Colonial  mail  service. 

Spain  granted  subventions  and  other 
privileges  to  her  ocean  mail  lines. 

Denmark  gave  modest  mail  subsidies 
to  her  few  lines,  including  a West  India 

Sweden  granted  mail  subsidies,  and,  in 
addition,  loaned  Government  money  to 
ship  owners  to  aid  them  to  buy  new  ves- 
sels and  enter  ocean  trade. 

Norway  give  direct  bounties  to  encour- 
age native  shipbuilding,  and  also  granted 
mail  subsidies,  which  checked  the  growth 
of  British  shipping  in  certain  trades  of 
North  Europe. 

Japan  had  a most  comprehensive  sys- 
tem of  national  aid  to  shipping — boun- 
ties to  shipyards,  subsidies  to  mail  lines, 
bounties  upon  navigation. 

China  gave  very  little  help  to  her  mar- 
itime interests,  to  the  encouragement  of 
her  shipyards  and  steam  lines,  or  to  the 
development  of  seamen.  Her  policy  of 
laissez  faire  in  overseas  navigation  bore 
a close  resemblance  to  that  of  the  United 


States,  and  was  naturally  ^tt^ded  with 
the  same  consequences.  Chinese  tonnage 
has  been  inconsiderable.  Until  Congress 
enacted  the  Merchant  Marine  act  in  1916 
and  authorized  the  expenditure  of  Gov- 
ernment money  to  build  ships  the  United 
States  possessed  a fleet  of  impotent  abil- 
ities. 

By  a scheme  of  State  ownership  the 
United  States  has  been  able  to  add  over 
8,000.600  gross  tons  to  our  overseas  fleet, 
which,  prior  to  the  war,  amounted  to 
only  1371,643  gross  tons.  State  owner- 
ship has  made  the  United  States  the  sec- 
ond maritime  nation  of  the  world  in  so 
far  as  possession  of  ships  is  concerned. 
But  State  operation  keeps  us  far  down 
in  the  list  of  active  maritime  fleets  of 
the  world. 

England,  France  and  all  other  mari- 
time nation  have  long  ago  indicated  their 
jealousy  of  our  position.  The  merchant 
navies  of  ^ose  countries  have  started 
intensive  competition  against  American 
ships.  If  human  ingenuity  can  do  it, 
and  if  these  foreigners  possess  that  in- 
genuity, the  American  flag  will  again 
be  driven  off  the  high  seas.  A naval 
holiday,  such  as  proposed  by  Secretary 
Hughes,  will  ^ve  those  nationals  an- 
other opportunity  to  carry  on.  It  will 
make  it  simpler  for  our  maritime  com- 
petitors to  grant  subsidies  or  some  other 
form  of  subvention  to  their  own  ships. 
The  Washington  conference  may  be  suc- 
cessful in  its  primary  purpose,  but  it 
will  not  put  a stop  to  all  nationalistic 
aspirations,  nor  will  it  check  the  race 
for  supremacy  on  the  high  seas. 

A naval  holiday,  as  at  present  defined, 
does  not  contemplate  the  scrapping  of 
such  ships  as  the  Mauretania  and  the 
other  fast  vessels  of  the  Cunard  fleet, 
which  were  built  to  special  specifications 
prepared  by  the  British  Admiralty.  It 
does  not  contemplate  limiting  the  race 
for  maritime  supremacy,  if  you  wish  to 
call  it  that,  through  the  construction  of 
mail  and  passenger  vessels,  notwith- 
standing what  value  may  be  attributed 
to  such  vessels  by  naval  experts.  A na- 
val holiday  merely  clears  the  way  for  a 
realization  of  nationalistic  aspirations 
through  the  merchant  marine. 
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International  Barter 


LTHOUGH  P resi- 
dent Harding’s  for- 
mal invitation  to 
the  allied  and  asso- 
ciated powers  pre* 

^ibed  the  subject 
for  discussion  as 
nasTil  disarmament 
in  the  Pacific  and 
Far  East,  the  end 
of  any  unanimous  agreement  at  the 
Washington  conference  will  be  the  re- 
Eujnptian  of  economic  freedom  among 
the  ci\ili«d  peoples  jepresented. 

The  very  basis  of  the  proposal  relates 
to  the  necessity  for  all  nations  escaping 
from  " an  economic  burden  too  heavy  to 
be  borne.”  Again,  we  note  tJ»e  Presi- 
dent’s disquietude  because  of  the  " en- 
cumbrance upon  enterprise  and  national 
prosperity.”  Further,  tliere  is  no  eco- 
nomic justification  ” for  such  enormous 
disburv^ements  of  armament  as  the  na- 
tions are  endeavoring  to  carry.  In  other 
words,  for  heaven’s  sake,  let  u.s  quit  thi.s 
self-destructive  belligerency  and  put  the 
money  and  energy  remaining  after  the 
world  cataclysm  into  the  job  of  resum- 
ing business!  Only  by  such  reform  may 
we  clothe  and  feed  oursel>-es  and  remain 

To  that  appeal  the  invited  powers  pulverized  salt  And  there  we 

nave  responded  with  unconcealed  joy.  jjayg  the  “acceptance"  made  nego- 
They  realize  that  they  soon  must  begin 
to  earn  a peaceful  living  or  else  slip 
into  riotous  bankruptcy,  with  a possi- 
bility of  political  revolution  for  one  or 
two  of  them  at  no  distant  date.  Nor  is 
their  alacrity  of  response  to  the  invita- 
tion lessened  any  because  of  a dislike  of 
the  United  States  as  ground  for  the 
meeting.  For  it  may  be  surmised  that  y^ssalia  had 


By  Burwell  S.  Cutler 


^eloped  .XO  cleverly  in  Iheiv  domestic 
trading  up  and  do>vn  the  great  Rivero 
Tigris  and  Euphrates. 

Let  us  suppose  that,  in  the  year  men- 
tionect  a Phoenician  from  Tyre  arrived 
at  Massalia,  Southern  Gaul  (the  old 
name  for  Mnroeillcs,  France),  with  a 
boatload  of  merchandise  for  barter. 

At  tl»e  end  of  five  days,  the  Phoe- 
nician had  traded  in  all  his  cargo  and 
acquired  title  to  an  e.\tra  dozen  bales  of 
horsehides,  which  Hestophias'  expected  barter  and 
to  arrive  from  the  country  several  weeks  barter. 
Inter.  In  other  words,  tlte  .ship’s  car-go 
outvalued  the  local  merohandi.se  on  hand 
and  earned  a substantial  credit  balance. 

The  obligation  would  have  been  no  dif- 
ferent, had  the  Phoenician  sent  goods 
from  Tyre  on  the  onier  of  Hestophias 
nnd  i-eceivi-d  in  rctura  a written  promi.>:e 
to  pay  in  five  monlh-s.  Note  the  intro* 
duction  of  the  ‘’trade  acceptance"  fea- 


liu*  "open  account”  with  the  customer. 
But,  we  always  must  remember,  goods, 
and  goods  only,  except  an  occasional 
small  credit  balance,  was  the  expecteil 
return  in  those  days,  is  tlio  case  today, 
when  wo  con-sidcr  the  total  of  commerce 
between  two  distant  peoples. 

This  simple  recital  of  primitive  com- 
merce again  reminds  us  that  the  prac- 
tice of  commodity  financing  and  com- 
mercial banking  grew  out  of  the  needs  of 
meant  only  to  facilitate 


It  happened  that  the  Phoenician  on 
his  return  to  Tyre,  found  he  could  not 


tiable.  It  permitted  an  international 
trade  settlement  without  the  use  of 
money.  This  was  possible  because  all 
three  traders  had  a personal  knowledge 
of,  and  faith  in.  one  anotlrer. 

NOW  a second  stage  of  commercial  con- 
fidence begins.  Later,  the  trader  at 


single  monetary  unit  to  express  values 
throughout  the  transaction,  in  order  to 
avoid  confusion  by  disparity  of  exchange. 
Amcrienns  use  exclusively  their  own  dol- 
lar, British  use  pound  sterling  and  the 
Dutch  use  guilders. 

Another  factor  common  to  all  such 
ti'unsnctions  is  in  the  dependence 
upon  banks  for  service.^  in  recording 
contracts  of  exchanges,  in  guarantee- 
ing delivery,  in  holding  collateral  secur- 
ity for  one  side  or  the  other  (pending 
delivery  of  goods  or  final 'Settlement  of 
balance),  in  foreign  negotiation  of  cred- 
its and  attached  documents  of  shipment 
or  warehouse,  and,  sometimes,  for  ser- 
vice of  forwarding  merchandise.  It 
means,  of  course,  that  an  intervening 
trustee  is  required  who  will  act  with  se- 
vere impartiality,  according  to  contract 
terms,  and  will  secure  both  parties  there- 
to by  endorsement  of  each,  and,  in  the 
capacity  of  referee,  will  penalize  either 
party  violating  the  contract  in  favor  of 
the  opposite  party.  In  other  words,  the 
ancient  function  of  trusteeship  i.«  again 
invoked,  with  the  following  difference. 
The  security  sought  from  the  trustee 


reliable  guarantees  of  mibtaiy  subsi- 
dence, to  which  the  United  States  could 
pin  absolute  faith,  might  beguile  from 
that  ricli  and  trade-loWng  country  a few 
desperately  needed  credits  — credits 


Commercial  banks  today  are  legatees 
of  the  ancient  “ trustees  ’’  under  agree- 
ment that  their  deposits  may  be  used  as 
loans  to  other  people  as  long  as  the  de- 
positors can  get  their  money  whenorer 
they  .'^o  desire.  Always,  barter  or  com- 
merce is  the  consideration,  and  our  fi- 
nancial machinery  is  fundamentally 
.cubordinatc;  in  proof  of  which  we  only 
have  to  think  of  finance  trying  to  exist 
without  industry  and  commerce.  There 

would  be  no  finance.  But  oonunercc,  at  *•«...  — — 

again  set  forth  for  a full  year.  Conse-  times,  has  lived  without  technical  fi-  party  takes  the  form  of  a cash 

qi.cntly,  he  wa.-^  glad  to  trade  the  credit  nanre,  although,  admittedly,  under  great  ^gp^sit,  or  a credit,  placed  in  Undon, 
friendlv  sailing  inastei  at  nearby  difficulty.  Paii.s,  or  New  York,  in  terms  of  a dic- 

The  .luestion  today  is.  how  far  can  currency.  And  here  come.-  the  dif- 

i-ouiu'crcc  revert  to  the  lines  of  ancient 
barter?  This  is  an  inquiry,  not,  in  any 
sense,  an  intimation. 

Since  the  close  of  the  World  War  bar- 
ter ha.s  been  attempted  several  times  on 
a large  scale.  In  the  early  part  of  1920, 
the  Government  of  Rumania  contracted 
for  the  purchase  of  American  farming 
machinerj’  in  exchange  for  petroleum, 
accumulation  of  grain  xhe  value  of  each  commodity  was  to  be 
which  he  ivanted  to  sell  in  Phoenicia,  be-  expre.ssed  in  U.  S.  A.  dollars,  and  the 


expectation  of  .seeing  the  Tyri 


granted  in  proof  of  her  gratitude,  her  g^rly  day.  so  he  sent  word  by  the 


distinguished  esteem,  and  her  eagenies-s 
to  reopen  foreign  trade  on  the  prosper- 
ous scale  of  1918-1920.  While  this  for- 
eign motive  may  be  very  incidental  to 
the  grand  conception  of  disarmament, 
we  may  guess  that  it  is  floating  around 
in  some  subconscious  minds  where  it  has 
retired  after  being  a dominant  objective 
of  conscious  efforts  in  the  two  years  fol- 
lowing the  Versailles  Treaty. 

But  these  credits  will  not  materialize; 
at  least  not  i n the  bulk  necessary  to 


cause  he  had  heard  that  the  market  bsiik  selected  for  the  clearing  house 
prices  there  were  uniformly  higher  than  between  the  two  parties  was  to  authorize 
•n  other  accessible  regions.  He  had  no  nioremcnts  of  merchandise  each  way  in 
amounts  that  always  left  a debit  balance 
ngninsc  the  Americana  In  otlicr  words, 
the  Americans  were  never  to  ship  quite 
up  to  the  value  of  the  petroleum  received 
by  them,  which,  in  ordinary  times,  is  an 
excessive  precaution. 


tramp  merchantman  that  soon 
he  would  be  shipping  the  grain  to  a 
well-known  firm  of  commodity  and 
money  “ trustees,”  Yacobi  Brothers  by 
name,  at  Tyre,  and  hoped  hu*  Tyrian 
trading  acquaintance  would  arrange  with 
llie  said  " trustees  ” to  receive  the  grain 
on  arrival  and  buy  it  either  for  his  own, 
or  some  one  else’s  account.  This,  the  Ty- 
rian did.  the  “ trustee.^  ” being  induced 
to  send  word  to  Massalia  that  they 
bound  themselves  to  receive  the  grain 


ficulty.  Obviously,  a Rumanian  bunk 
whose  resources  arc  in  lei  cannot  guar- 
antee to  furnish  an  American  trader 
with  dollars  in  the  event  of  the  Ru- 
manian trader  defaulting  on  hia  ex- 
change of  merchandise,  unlc.ss  the  latter 
is  willing  to  deposit  in  advance  ample  lei 
to  purchase  dollars  at  any  rate  which 
may  prevail  at  the  time  he  is  called  upon. 
That,  too,  is  just  what  the  Rumanian 
cannot  do,  for,  otherwi.<c,  he  would  not 
be  reduced  to  the  expedient  of  barter. 

Try  as  we  may,  we  cannot  escape  from 
the  coils  of  a radically  adverse  money 
exchange  even  by  barter  a.s  long  as  we 
insist  on  receiving  large  commitments 
of  cash,  or  cash  credits,  in  the  ab.sence 
of  enough  goods  to  immediately  cover. 
To  merely  express  mcifhandise  values 
in  terms  of  a monetary  system  agree- 
able to  both  parties  is  a totally  different 
thing:  that  is  purely  a method  of  ap- 
praisal. When  wc  start  to  barter,  > 


I trifling  percentage  of  the  pay  the  shipping  master  who 

foreign  needs.  The  billions  of  our  Gov-  brought  it  For  the  accommodation,  the 


emment  war  loans  to  Europe,  plus  mer- 
cantile credits  to  the  amount  of  over  six 
billions  extended  by  our  merchants,  con- 
stitute quite  enough  strain  for  the  pres- 
ent on  our  national  resources.  Certainly, 
sufficient  liquid  reserves  should  be  main- 
tained at  home  for  the  preservation  of 
our  own  financial  health;  or  at  least 
enough  to  offset  the  static,  or  “ frozen," 
credits  which  will  not  be  collectible  in 
Europe  for  some  time.  It  is  self-evident 
that  such  will  be  the  conservative  view 
of  capital. 

Therefore,  our  European  friends  must 
re-create  business  from  their  own  re- 
sources, raw  materials,  gold,  and  labor, 
freely  exchanged  between  themselves 
IS,  until  such  time  as  a modicum  of 


the  Black  Sea  involved  warehouses, 
where  local  products  were  stored  and 

appraised  by  importing  traders,  and  should  go  through  with  it  and  take  goods, 
warehouse  liens  given  in  exchange  for  and  nothing  but  goods,  until  the  possi- 
manufactured  articles  brought  thither  bility  of  further  goods  is  exhausted.  The 
by  importers.  But  this  proved  fatally  financial  agent’s  guarantee  then  becomes 
inadequate  at  the  time  the  Bolsheviki  no  more  than  a promise  to  do  his  utmost 
took  possession  of  the  warehouses  before  to  keep  both  partie.s  faithful  to  contract 
the  ^M>ds  could  be  removed.  Had  a re-  and  to  perform  certain  mechanical  ser- 
liable  bank  been  found  to  assume  respon-  vices  of  merchandise  trusteeship  and 
sibility,  either  for  the  original  owners  handling  up  to  the  point  where  a residue 
of  the  raw  products  or  for  the  ware-  of  debit  or  credit  is  payable  in  gold, 
house  trustees,  a credit  could  have  been  The  impracticability  of  absolute  pro- 
established,  perhaps  in  London  or  Paris,  tcction  by  a bank  of  a guarantee  may  be 

^ against  which  the  loss  by  looting  could  seen  in  the  experience  of  a German  bank 

forced  prices  in  toe  event  the  Tyrian  have  been  charged.  But,  of  course,  that  which  a short  time  ago  insured  some  cof- 

failcd  to  accept  the  shipment  on  arrival,  type  of  risk  might  better  be  undertaken  fee  and  rubber  matting  committed  to  it 

They  were  providing  against  the  mod-  by  subscribing  insurance  groups,  like  the  by  an  English  concern  for  trading^  - 

British  Lloyd’s,  at  commensurate  high  specified  materials 


Tyrian  promised  to  pay  Yacobi  Brothers 
either  in  gold  or  by  part  of  the  grain 
after  arrival  of  shipment.  It  is  possible 
that  he  was  required  to  make  a deposit 
in  advance.  What  the  “ tru.«tees ’’ 
wanted  was  a margin  of  value  against 
the  risk  of  having  to  sell  the  grain 


misbiap  of  a draft  " refused.’’ 

Here  we  have  the  original  form  of  the 
" banker’s  acceptance.”  Like  toe  trade 
acceptance,  it  sprang  out  of  barter  for 
the  sole  purpose  of  rendering  more  se- 
cure .the  operarion  of  barter. 

Our  Federal  Reserve  Board  in  1917 
1.  D.  did  no  more  than  formulate  pre- 


unmortgaged  profit  justifies  further  cautionary  practice  centuries  old  when  it 
ruled  that  “ reserve  ” acceptances  should 
be  based  on  merchandise  inseparable 
from  a clear  title  to  it  as  shown  by  ship- 
ping documents  or  warehouse  receipts 
and  that  the  merchandise  itself  might 
be  put  up  as  collateral  security.  These 
terms  are  found  reiterated  again  and 
again  in  various  forms  throughout  the 
Babylonian  commercial  records  lately 
uncovered  to  oui  gaze. 

In  toe  third  stage  of  commercial 


cretota.  Lacking  good  money,  becau.se 
of  toe  low  ebb  of  their  gold  reserves, 
and  confused  by  constantly  wavering 
rates  of  exchange,  they  probably  will  be 
forced  to  employ  on  broad  international 
lines  goods-exchange,  otherwise  known 
as  barter. 

Since  barter  is  the  most  primitive 
form  of  commerce,  it  may  enlighten 
us  to  briefly  review  several  of  it* 
typical  operations  in  the  early  days 


Dutch  traders  have  adopted  a still  dif- 
ferent form  of  barter.  They  have  con- 
signed to  textile  mills  in  Germany  bales 
of  American  cotton  which  have  been 
turned  into  cloth,  and  the  cloth  immedi- 
ately consigned  back  to  the  Dutch  in 
payment  for  the  raw  cotton.  Both  cot- 
ton nnd  doth  are  valued  in  guilders.  Al- 
though they  have  used  as  a price  basis 
for  toe  (Jerman  doth  the  market  quota- 
current  in  Holland 


delivery  from  mill  (a  temporary  account-  him 


stated  values.  The 
[ported,  warehou!<cd,  and 
insured  in  British  Lloyd’s  under  an  agi-cc- 
ment  by  the  bank  to  preserve  the  goods 
until  a trade  was  actually  consummated. 
In  a strike  and  military  riot  the  goods 
were  looted  in  defiance  of  armed  guards, 
for  the  bank  guarded  the  warehouse  up 
to  the  last  possible  moment  Meanwhile, 
a German  merchant  had  purchased  the 
goods  with  a reliable  promise  to  pay  in 
incandescent  lamps  and  aluminum. 
Warehouse  receipts  were  signed  t 


ing  expedient),  nevertheless,  they  finally 
settle  with  the  Germans  on  the  basis  of 
a price  they  actually  get  from  sale  in 
Chine,  the  East  Indies,  England,  or 
wherever  it  is  exported.  Since  the 


I he  proved,  by  presenta- 


tion of  railroad  bill  of  lading,  that  his 
own  product  was  on  the  way  to  seaport 
But  having  consigned  his  product  to 
himself  at  Hamburg,  care  of  the  bank, 
only  he  could  and  did  arrest  delivery  c 


of  KKJO  B.  C.  At  that  time,  the  Phoe-  timacy,  the  shipper  send."  his  grain  di- 

oician  traders  controlled  commerce  rectly  to  the  consignee  through  the 

throughout  the  Mediterranean.  They  " trustees  ’’  as  agents  merely  for  the  col- 

applied  to  hitenmfional  oversea  trade  lection  of  payment;  and,  in  the  final 

the  modes  of  barter  which  the  Baby-  status  of  commercial  trust,  no  intermedi- 

Ionian  peoples  centuries  back  had  de-  ary  is  used  to  fortify  what  we  today  call 


Dutch  commission  for  handling  as  agents  learning  that  the  coffee  and  rubber  mat- 
or  owners  is  a percentage  on  the  sale  ting  had  disappeared  at  the  hands  of  a 
price,  the  incentive  to  maintain  good  mob.  The  bank  immediately  looked  to 
basic  prices  is  positive,  and  the  mills  do  the  insurance  company  for  defrayment 
not  become  victims  of  " snap  seiling.”  of  loss,  but  the  company  contended  that 
The.se  methods  show  one  feature  in  the  goods  wore  not  powerfully  enough 
common,  namely,  the  employment  of  a guarded  (a  question  of  opinion);  the 


Neiv  York,  Monday,  December  r>,  1921 


THE  ANNALIST 


535 


German  trader  claimed  any  insurance 
paid,  on  the  strength  of  his  ownership 
of  the  goods  as  evinced  by  possession  of 
warehouse  receipts  and  bill  of  sale,  so 
that  he  might  complete  the  trade  (per- 
haps the  consequence  of  error  by  the 
bank  in  giving  them  up  before  really 
getting  hold  of  the  German  commodi- 
ties) ; ami  the  English  shippers  enjoined 
Ihc  insurance  company  from  paying  any- 
thing to  anj  body  but  themselves  because 
their  kind  of  merchandise  had  risen 
greatly  m market  value  and  the  demur- 
rage against  the  German  merchandise 
waiting  at  Hamburg  had  become  ruin- 
ously high. 

This  turmoil  of  interests  makes  every 
party,  self-considered,  at  least  a victim, 
not  excluding  the  bank  whose  services 
remain  unpaid. 

For  our  second  conclusion,  we  may  say 
that  genuine  barter  will  thrive  only 
where  conditions  of  physical  and  moral 
stability  exist. 

To  trade  exchange  successfully  witli 
merchants  whose  goods  wc  want  we 
must  have  adequate  warehouses,  operate 
railroads,  protection  of  goods,  and  every 
other  form  of  commercial  safeguard, 
even  in  the  face  of  political  and  indus- 
trial disturbance.  Indeed,  the  commu- 
nity which  cannot  guarantee  as  much 
deserves  no  commercial  intercourse,  for 
successful  barter  necd.s  more  encourage- 
ment than  merely  faith  in  the  intentions 
of  a trader.  At  all  seaports  of  conse- 
quence, domestic  or  foreign,  governmen- 
tal aid  in  the  preservation  of  commer- 
cial peace  can  be  secured  if  each  com- 
munity unanimously  demand  it,  for  thus 
only  can  it  procure  imported  necessities 


for  which  it  has  no  acceptable  money. 

There  now  arises  the  question.  Do  we 
need  barter  to  satisfy  normal  commerce? 
In  some  quartern,  yes.  Generally,  all 
available  funds  arc  needed  for  home 
production.  The  United  States  hasn't 
enough  financial  strength  to  shoulder 
the  enormous  expansion  of  its  manufac- 
tures, its  crop  handling,  and  at  the  same 
time  carry  through  international  mer- 
chandising to  the  extent  of  all  the  bil- 
lions required  for  world-wide  credit. 

It  is  true,  however,  that  credits  sufH- 
cient  to  cover  only  ultimate  debit  and 
credit  balances  incidental  to  genuine 
bartering  would  be  perfectly  safe  and 
comfortable  if  and  when  they  are  free 
from  foreign  exchange  disadvantages. 
The  American  merchant  who  trades  cot- 
ton for  German  potash  and  finds  a bal- 
ance of  credit  standing  in  his  favor 
must  withdraw  his  balance  in  terms  of 
marks,  or  else  keep  in  Germany  his 
credit  in  marks  and  sell  it  to  some  other 
trader  who  can  use  it  to  buy  German 
goods  at  mark  valnations,  since  payment 
in  dollars  might  be  ruinous  for  his  cus- 

There  is  another  practical  obstacle  to 
be  overcome.  The  foreign  type  of  bar- 
ter would  be  confined  to  only  those  mer- 
chants who  could  take  goods  for  goods. 
And,  so  far,  it  is  impracricable  on  a 
large  scale,  since  the  exporter  is  seldom 
an  importer  and  hardly  ever  a user  of 
just  the  goods  which  his  foreign  cus- 
tomer happems  to  have.  We  will,  there- 
fore, have  to  find  or  e.stablish  clearing 
houses  through  which  bills  of  sale,  ware- 
house receipts,  and  other  testaments  of 
ownership  in  foreign  merchandise  can  be 


sold  to  third  parties  who  can  use  the 
merchandise.  From  the  latter  will  be 
taken  exchange  merchandise  or  else 
money  that  the  original  exporter  can  ac- 
cept for  his  goods.  Thus  an  American 
dealer  in  seanng  machines  might  con- 
sign them  to  clearing  houses  at  Odessa 
for  account  of  a dealer  who  wanted  to 
trade  an  equal  balance  in  horse  hides, 
but,  the  hides  being  of  no  use  to  the 
American,  the  clearing  agents  would 
trade  them  to  an  Englishman  who  could 
Eupply  for  the  American  steel  needles 
that  he  could  use.  To  be  trustworthy 
and  easily  negotiable  the  warehouse 
liens  issued  by  the  clearing  agents  must 
rarry  a reasonable  guarantee  as  to  gen- 
eral type  and  quality  of  goods  covered; 
in  other  words,  an  appraisal  supported 
by  the  unmistakable  credit  of  the  clear- 
ing house,  for  which  it  makes  a per- 
centage charge.  A warehouse  receipt 
could  be  purchased  by  25  per  cent,  of  its 
value  down  in  cash,  with  acceptance  of 
a ninety-day  draft  by  the  buyer  for  pay- 
ment of  50  per  cent,  on  arrival  of  the 
goods  at  port  of  entry,  leaving  a mar- 
gin of  25  per  cent  to  be  paid  when  the 
goods  are  checked  and  approved  against 
specifications  in  the  receiving  warehouse 
at  final  destination. 

At  any  rate,  readily  negotiable  instru- 
ments covering  property  taken  in  bar- 
ter are  the  big  step  toward  the  general 
practice  of  barter.  Subsequent  purchase 
of  bills  of  lading  by  further  merchan- 
dise through  the  same  clearing  houses 
is  conceivable. 

The  natural  question  is,  Would  it  be 
feasible  and  profitable?  We  may  reply 


that  it  has  been  tried  out  by  Europeans 
and  not  found  wanting  when  the  puiv 
veyor  of  raw  materials  could  handle  the 
finished  products  made  therefrom  and 
when  too  great  toss  by  foreign  exchange 
of  money  was  avoidable.  Further,  there 
have  been  on  foot  in  this  country,  from 
time  to  time,  projects  by  which  ware- 
house companies  abroad  would  advance 
to  consignors  of  goods  from  60  to  80 
per  cent,  of  their  value  in  dollars;  the 
dollars  then  were  to  be  deposited  to  ac- 
count of  the  consignee  in  local  foreign 
bar,ks,  which  would,  in  turn,  issue  a cer- 
tificate of  deposit  that  might  be  nego- 
tiated in  any  financial  centre  for  a credit 
or  for  sale,  so  that  he  could  apply  it  to 
the  purchase  of  such  commodities  as  he 
might  want.  The  remaining  equity  of  SO 
to  20  per  cent,  would  be  payable  when 
the  goods  had  been  sold,  moved  out  of 
warehouse,  and  paid  for  by  the  con- 

In  conclusion,  we  may  repeat,  the  four 
sc’^vices  essential  to  an  organized  system 
of  barter  are  as  follows:  First,  a clear- 
ing house  which  can  act  as  trustee  for 
merchandise,  thos  freeing  the  banker 
from  over-extenson  of  loans  or  credits; 
second,  the  ready  exchangeability  of  bill 
of  sale  and  warehouse  receipts;  third, 
the  issue  of  appraisals  guaranteed  by 
a.nple  responsibility  of  the  appraisers, 
and,  fourth,  the  ever-present  wilUngneas 
cf  bankers  to  extend  credits  covering  the 
balances  of  value  after  goods  have 
changed  handa 

None  of  these  practices  is  new,  but 
never  have  they  been  brought  together 
on  a large  scale  for  a single  purpose. 


The  Legislative  Week  in  Washington 


Special  Correspondence  of  The  Annaluil 
WASHINGTON.  Dec.  3. 
fTtHE  Treasury  Department  announced 
-*•  that  the  Federal  Reserve  Board 
would  be  represented  at  an  international 
financial  meeting,  to  be  held  soon  in  Eu- 
rope, to  devise  means  to  prevent  the  wide 
floctnation  of  exchange  rates  at  the  t<me 
of  the  next  reparations  payment  by  Ger- 
many. It  is  the  understanding  in  Wash- 
ington that  the  conference  will  be  re- 
stricted as  far  as  possible  to  that  pun- 

Secretary  of  Commerce  Hoover  an- 
nounced that  unemployment  had  been  re- 
duced by  considerably  more  than  1,000,- 
000  since  the  National  Conference  on 
Unemployment  was  held  in  Washington. 
He  expressed  the  belief  that  the  situa- 
tion would  be  handled  so  as  to  prevent 
suffering. 

The  Federal  Reserve  Board  offered 
the  opinion  that  a steady  advance  was 


net  profit  of  $422,674  was  made.  Cur- 
rent assets  at  the  end  of  June  were  $4,- 
948,906  and  current  liabilities  $3,001,149, 
leaving  a working  capital  of  $1,947,757. 

October  proved  to  be  another  good 
month  for  the  Canadian  National  Rail- 
ways, the  gross  earnings  exceeding  op- 
erating expenses  by  $1,036,130.  This 
makes  a total  of  $1,583,130  for  the  three 
months,  the  excess  being  in  the  expenses 
until  August  Although  the  system  is 
far  from  being  on  a paying  basis,  it  is 
now  beginning  to  look  as  if  the  time 
when  that  desired  consummation  shall 
be  reached  is  not  as  far  distant  as  was 
at  one  time  feared.  Gross  earnings  of  the 
Canadian  Pacific  Railway  for  October 
were  $22,089,624,  an  increase  for  the 
month  of  $2,694,863,  while  the  net  earn- 
ings were  $6,711,486,  a gain  of  $1,391,437 
for  the  month.  The  gross,  however,  was 
less  thon  in  October,  1920,  by  $2,711,008 
and  the  net  by  $989,335.  The  possible  re- 
sults that  will  follow  the  reduction  of 
freight  rates  effective  Dec.  1 will  nat- 
urally be  awaited  with  considerable  in- 
terest. 

The  week’s  feature  of  the  bond  mar- 


being  made  by  the  nation’s  industries 
toward  a condition  more  nearly  ap- 
proaching normal.  The  gain  was  not  so 
pronounced  in  November  as  in  Septem- 
ber and  October,  but  the  belief  was  ex- 
pre.sscd  that  the  turn  for  the  better  had 
definitely  come. 

The  International  Conference  for  the 
Limitation  of  Armament  continued  its 
discussion  of  the  propo.sals  for  naval 
reduction  and  Far  Eastern  questions 
without  reaching  formal  decision.  Pro- 
vision was  made  for  the  consideration 
of  the  Shantung  problem  by  repre.senta- 
tives  of  Japan  and  China  during  the  con- 
ference. Japan  still  withholds  formal  ac- 
ceptance of  the  5-5-3  naval  ratio. 

Senate  leaders  expressed  the  opinion 
that  the  proposed  legislatfon  for  the  re- 
lief of  the  railroads  would  be  put  aside 
for  some  time,  if  not  indefinitely  dropped. 
The  bill  for  the  refunding  of  the  war- 
time obligations  held  by  the  United 


The  Week 

ket  was  the  flotation  of  a $4,000,000  is- 
sue by  the  Province  of  Quebec.  The  is- 
sue bears  interest  at  5H  per  cent,  and 
is  of  fifteen-year  maturity.  From  the 
invc.stor’s  standpoint  Quebec  is  financial- 
ly one  of  the  strongest  among  the  Prov- 
-Inces  of  the  Dominion,  being  less  subject 
to  irritating  and  fad  legislation.  The  re- 
sult is  that  it  obtains  its  money  at  3%i 
per  cent,  the  issue  being  sold  at  97.62. 
The  purehaser  was  a syndicate  of  six 
bond  house.s  headed  by  Hanson  Brothers. 
The  City  of  Hamilton  sold  a twenty-year 
instalment  issue  bearing  interest  at  5 and 
6 per  cent,  and  amounting  in  the  aggre- 
gate to  $1,235,000,  at  98.903,  or  a basis  of 
57k  per  cent  A syndicate  composed  of  A. 
E.  Ames  & Co.  and  A.  Jarvis  & Co.,  To- 
ronto, was.  the  successful  tenderer  among 
seven.  The  Montreal  Tramways  sold  an 
issue  of  $1,760,000  first  and  refunding  6 
per  cent  bonds,  due  1941,  to  Harris. 
Forbes  & Co.  nt  a figure  not  yet  made 
public.  The  block  is  part  of  a $75,000,- 
000  authorized  issue,  of  which  $16,336.- 
000  was  outstanding  June.  1920.  Walker- 
vilic,  Ontario,  has  sold  an  issue  of  $225,- 
0(H)  6 per  cent  serial  debentures  to  the 
Dominion'  Securities  Corporation  at 


States  probably  will  have  right  of  way 
when  Congress  reassembles  on  Dec.  6. 

A representative  of  the  United  States 
Railroad  Administration  said  that  no 
new  plan  had  been  devised  to  complete 
the  funding  operation  involving  the 
major  claim.s  of  the  railitiads  against  the 
Government  in  the  event  that  the  legisla- 
tion  pending  in  Congress  fails  of  adop- 
tion. SufHcient  funds  are  on  hand,  as  a 
result  of  the  continued  sale  of  equipment 
trust  certificates  held  by  the  Govern- 
ment, to  provide  for  the  ordinary  cur- 
rent settlements  beta-een  the  Government 
and  the  carriers. 

The  Interstate  Commerce  Commission 
announced  that  its  inquiry  into  the  con- 
dition of  the  railroads  would  begin  on 
Dec.  14.  The  first  week  will  be  given 
over  to  testimony  on  behalf  of  the  rail- 
roads, and  adjournment  will  then  be 
taken  until  Jan.  9,  when  cross-examina- 
tion of  witnesses  for  the  railroads  and 


in  Canada 

rrom  Page  .VU 

100.59,  a basis  of  5.94  per  cent.;  Wal- 
laceburg,  Ontario,  an  issue  of  $73J)44 
674  per  cent,  fifteen-year  bonds  to  A. 
Jarvis  & Co.  at  101.70,  n basis  of  674 
per  cent.;  Sandwich,  Ontario,  an  issue 
of  $174,892  6 per  cent,  fifteen  to  twenty 
year  instalment  to  A.  E.  Ames  & Co.  at 
99.14,  a basis  of  6.08  per  cent  The  St 
John  (N.  B.)  Dry  Dock  Company  sold 
an  issue  of  $392,825  574  per  cent 
bonds  to  A.  Jarvis  & Co.  at  95.13. 
The  Dominion  Government  provides  a 
sufficient  fund  annually  to  take  care  of 
these  bonds  at  maturity.  The  price  at 
which  the  mo.st  important  issues  was  sold 
is  taken  as  an  indication  of  an  easier 
money  market-  Brokers  anticipate  that 
as  a result  of  the  lower  interest  return 
from  lionds  now  obtaining,  following  the 
recent  increase  in  market  value.*  of  this 
kind  of  security,  a little  more  attention 
may  possibly  be  given  to  investment  and 
preferred  stocks. 

The  Dominion  Government,  after  hav- 
ing made  some  further  modifications  in 
the  Marking  act  passed  at  the  last  ses- 
sion of  Parliament,  contrary  to  expecta- 
tion. has  decided  to  put  it  in  force  Jan.  1. 
The  fad  is  that  the  Government  has 


the  talcing  of  testimony  of  representa- 
tives of  the  shippers  wilt  be  started.  The 
commission  included  in  the  scope  of  the 
inquiry  a determination  of  a fair  rate 
of  return  for  the  railroads  after  March 
1.  1922. 

The  charge  that  the  Federal  Trade 
Commission  is  attempting  to  lay  bare 
trade  secrets  and  processes,  and  expose 
tbeir  private  affairs  to  the  public,  was 
made  in  the  District  Court  by  twenty- 
two  Eastern  steel  corporations,  which 
had  been  asked  to  answer  questionnaires 
pertaining  to  the  iron,  steel,  coke  and 
by-products  industries. 

Strong  pressure  has  been  brought  to 
bear  on  President  Harding  by  some  Con- 
gress leaders  and  by  large  business  in- 
terests to  urge  that  the  permanent  tariff 
measure  be  disposed  of  .speedily.  A move- 
ment has  been  started  to  have  the  Amer- 
ican valuation  plan  dropped,  os  unsuit- 
able- to  the  present  world  conditions. 


been  between  the  devil  and  the  deep  sea. 
On  the  one  hand,  importers  have  been 
persistently  opposing  its  enforcement, 
fearing  trouble  in  trying  to  comply  with 
its  provisions.  Manufacturers,  on  the 
other  hand,  have  been  persistenly  de- 
manding its  enactment,  particularly  for 
the  purpose  of  obtaining  additional  pro- 
tection against  the  importation  of  Ger- 
man groods,  large  quantities  of  which  are 
alleged  to  be  entering  the  Dominion 
through  the  United  States. 

Although  there  was  a decline  for  the 
month  of  $12,440,000  in  savings  deposits 
with  the  banks  of  Canada,  total  deposits, 
amounting  to  $1,816,974,476,  were  larger 
by  $18,903,171  at  the  end  of  October  than 
at  the  close  of  September.  They  are, 
however,  less  than  a year  ago  by  nearly 
$142,000,000.  The  increase  in  the  total 
for  the  month  was  due  to  a gain  of  $31,- 
343,184  in  the  demand,  or  business,,  depos- 
its. This  increa.se  in  the  latter  may  be 
taken  as  a reflection  of  the  trade  im- 
provement. Further  evidences  of  this 
improvement  in  business  may  be  found 
in  increases  of  $6,768,441  and  $4,111,467 
in  note  circulation  and  commercial  loans, 
respectively. 
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International  Bank  of  Issue 

By  Frederick  Todd 

Secretary  of  the  First  Federal  Foreign  Banking  Association 


Range  of  Building  Costs  Indicated  From 
im  to  1920 


Fcmlts  Pi'c  Cont. 

Dollars 

Involved. 

™;r 

1914 

203,732 

$619,752,354 

$3,042 

1916 

22.3.983  9.9 

700.413.338 

13.0 

3,127 

2.8 

1916 

240.670  7.4 

839,705,662 

19.8 

3,484 

11.4 

196,863  . 1S.8 

569.010,839 

. . 32.2 

2,897 

. . 16.8 

1918 

166.280  . . 20,9 

344,621,966 

. 39,4 

2,219 

. . 23.4 

1919 

269,948  73.8 

1,058,347,083 

207.1 

3,660 

37.6 

1920 

249,368  . . 7.6 

1,116.150.667 

6.8 

4,472 

26.9 
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od  mcreaw  in  cost  of 

uiiuins  m m.ip 

An 

HE  question  of  es- 
tablishing an  inter- 
national bank  of  is- 
sue as  a means  of 
providing  a mone- 
tary medium  for  noi-- 
malizing  the  conduct 
of  international  com- 
merce is  probably 
coming  to  the  front 
within  a few  weeks.  The  idea  of  such 
an  institution  arose  in  this  country  and 
in  Great  Britain  at  about  the  same  mo- 
ment. Several  concrete  plans  have  been 
quietly  discussed  here.  It  was  said  some 
weeks  ago  that  Paul  Warburg  had  put 
such  a plan  before  the  governmental  au- 
thorities at  Washington.  Several  au- 
thorities discussed  the  idea  seriously  at 
the  Manchester  meeting  of  tl>e  British 
Association  two  months  ago.  Frank  A. 
Vanderlip.  former  President  of  the  Na- 
tional City  Bank,  has  outlined  a plan 
which  docs  not  seem  to  be  for  the  estab- 
lishment of  an  international  bank  of 
issue  exactly,  but  for  an  international 
replica  of  the  Federal  Reserve  system, 
which  he  puts  forward  as  a plan  for  an 
International  banking  system.  These  de- 
velopments are  an  earnest  of  some  kind 
of  serious  discussion  of  the  subject.  The 
Committee  on  Banking  and  Currency  of 
the  House  of  Representatives  appears  to 
have  the  intention  of  calling  an  interna- 
tional conference  on  exchange  right  after 
the  close  of  the  disarmament  conference 
in  case  nothing  is  done  by  that  confer- 
ence on  this  subject. 

It  is  not  necessary,  and  it  probably  is 
not  wise,  to  outline  a plan  for  this  big 
purpose  in  so  great  detail  as  to  fix  the 
number  of  office  boys  at  the  opening  of 
the  bank.  If  any  international  bank  is 
established,  the  ideas  and  the  interests 
of  a considerable  number  of  strong 
people  of  different  nationalities  will  first 
hare  to  be  adjusted,  and  this  adjustment 
will  determine  most  of  the  non-essential 
features  of  any  organization  that  results. 
Even  the  big,  fundamental  elenients  of 
the  purpose  and  the  machinery  of  such 
a bank  might  have  to  be  the  result  of  a 
compromise  of  purposes  and  of  the  ideas 
of  very  practical  men  who  would  come 
into  a conference  with  definite  plans  and 
find  that  the  result  would  be  different 
from  any  and  all  submitted. 

An  international  bank  of  issue  would 
be  the  most  important  and  far-reaching 
institution  of  normalization  of  the 
world's  commerce  possible.  There  are 
several  fundamental  purposes  and  con- 
siderations in  this  matter  upon  which  it 
would  seem  that  there  should  be  general 
agreement,  but  perhaps  there  will  not  be. 

Wbat  is  the  purpose  of  establishing  an 
international  bank  of  issue? 

The  first  purpose,  applying  to  the 
present  serious  conditions,  is  that  it  may 
provide  an  issue  of  gold  currency,  as 
good  as  gold  if  possible  to  make  it  so, 
and  sufficient  in  amount  to  give  a gold 
medium  of  exchange  for  the  present  ab- 
normally large  international  balances. 

As  important  as  having  a gold  medium 
is  the  necessity  of  restoring  the  gold 
standard  of  valuation  of  commodities, 
merchanchse  and  services,  which  having 
the  medium  of  exchange  would  tend 
to  do. 

An  independent  international  gold 
medium  of  exchange,  in  which  not  only 
the  settlements  but  the  contracts  and  the 
price  quotations  of  international  trade 
can  be  specified,  is  of  prime  necessity 
now  for  the  following  serious  reason: 
It  will  be  impossible  for  certain  im- 
portant countries  to  bring  their  curren- 
cies back  to  gold  parity  for  several  years 
at  least,  and  these  important  coantrics 
will  not  think  of  stabilizing  their 
moneys  to  a gold  value  below  the  old 
parity.  If  they  had  gold  with  which  to 
meet  international  demands,  they  could 
carry  on  their  international  trade  and 
take  their  time  to  bring  their  moneys 
up  to  gold  parity.  The  establishment  of 
an  international  bank  of  issue  which 


would  put  out  an  international  money 
equivalent  with  gold  in  sufficient  amount 
to  enable  these  countries  to  make  gold 
settlements  would  be  the  same  thing  as 
proWding  the  world  with  gold  enough  to 
make  international  pajnnents  in  gold. 

Because  everybody  who  thinks  an  in- 
ternational currency  feasible  seems  to 
agree  that  an  international  bank  of  issue 
is  the  most  practical  machinery  to  set 
it  up.  An  international  gold  currency 
issued  by  a group  of  strong  nations  by 
agreement  among  themselves  is  mcriiaji- 
ieally  practicable,  but  the  idea  presents 
features  of  great  difficulty  on  the  polit- 
ical side,  and  it  is  next  to  impossible  for 
that  reason.  Every  Government  and 
every  nation  is  ‘jealous  of  its  national 
monetary  sovereignty.  To  negotiate  an 
international  convention  by  which  sev- 
eral nations  could  get  together  in  put- 
ting out  an  international  currency  with 
requisite  gold  backing  and  provision  for 
free  exchangeability  with  gold  is  a job 
nobody  wants  to  start.  It  also  arouses 
at  once  the  opposition  of  a certain  sect 
of  persons  who  think  they  are  " sound 
money"  apostles,  but  don’t  know  very 
clearly  why,  and  oppose  a neu'  plan, 
however  sound,  without  being  able  to 
pve  any  definite  reasons.  So  an  inter- 
national gold-currency  issue  direct  by 
Governments  seems  impossible. 

An  international  bank  of  issue  estab- 
lished on  a basis  analogous  to  that  of 
the  Federal  Reserve  Sj’stem,  the  Bank 
of  England,  the  Reichsbank,  or  the  Bank 
of  France  would  meet  with  much  less 
opposition,  and  its  issues  would  be  much 
more  readily  taken  at  par  by  the  world’s 
bankers.  The  bank  would  have  to  be 
backed  by  Governments,  and  have  the 
same  measure  of  Governmental  control, 
but  its  operations  would  be  as  indepen- 
dent as  those  of  our  Federal  Reserve 
banks,  on  the  lines  of  privately  con- 
trolled banking.  It  would,  for  that  rea- 
son, have  the  support  of  the  banks  of 
the  world. 

HOW  would  the  hank  be  chartered? 

There  is  every  reason  for  making  the 
bank  genuinely  international,  and  to 
have  it  genuinely  international  it  should 
have  an  international  charter.  It  would 
not  seem  a difficult  thing  to  get  the 
United  States,  England,  France,  Italy, 
Belgium,  . Holland,  Switzerland,  the 
Scandinavian  States,  Germany,  Argen- 
tina, Japan,  and  perhaps  a few  more,  or 
enough  of  them  to  make  the  project 
genuinely  international,  to  confer  and 
join  in  a simple  convention  by  which 
they  would  agree,  each  to  adopt  an  iden- 
tically worded  statute  chartering  the 
bank.  It  would  be  practically  necessary 
for  the  organization  and  methods  of  the 
bank,  its  limitations,  Sic.,  to  be  outlined 
in  this  statute,  and  so  the  conference 
would  be  not  only  a matter  of  diplomacy, 
but  it  would  have  to  be  so  constituted 
as  to  be  able  to  decide  what  the  bank 
would  be,  and  write  the  law  establishing 
it.  One  feature  of  the  law  would  be, 
necessarily,  that  the  nations  entering  the 
arrangement  would  impose  upon  their 
nationals  the  duty  of  accepting  the  is- 


sues of  the  bank  as  lawful  money  of 
legal  tender. 

How  would  the  bank  be  capitalized, 
and  who  would  furnish  the  capital? 

The  capital  of  the  bank  would  have 
to  be  paid  in  in  gold,  as  gold  is  the  only 
international  basic  medium  of  exchange. 
The  amount  of  capital  need  not  be 
definitely  fixed,  but  the  equivalent  of 
PBOO.000,000  should  be  the  minimum.  The 
convention  conference  would  decide  who 
would  bo  stockholders.  That  is  a matter 
largely  political.  Inasmuch  as  so  much 
of  the  world’s  gold  is  held  within  a few 
countries,  the  capital  .standing  as  repre- 
sentative of  some  nation’s  entering  the 
arrangement  would  have  to  l>e  borrowed 
here,  no  doubt,  and  borrowed  on  national 
loan.  That  would  appear  to  settle  the 
fact  that  the  Governments  would  have 
to  hold  large  blocks  of  stock,  but  they 
might  be  permitted  to  distribute  these 
block.«  in  any  way  they  chose,  and  have 
some  stock  for  general  di.stribution  to 
private  holders  all  over  the  world,  even 
in  countries  not  entering  the  conference. 

WHAT  would  be  the  basis  of  the  gold 
circulation  to  be  i&sued  by  the  bank? 
The  primary  -eason  for  existence  of 
such  a bank  would  be  to  make  successful 
issue  of  a currency  at  gold  parity  which 
the  world  would  use  in  lieu  of  gold.  The 
very  first  busimvss  of  the  bank,  it  would 
seem  to  anybody  familiar  with  present 
conditions,  would  be  to  make  loans  of 
this  currency  ii»  large  amounts  to  na- 
tions that  have  large  balances  of  inter- 
national payments  to  make  and  whose 
moneys  are  now  below  par.  It  could  not 
be  its  busine.ss  to  become  a charitable  in- 
stitution in  the  way  of  making  bad  loans 
of  this  kind.  Only  responsible  " busi- 
ness” nations  should  be  admitted  to 
partnership.  Take  Italy  as  an  instance 
of  a nalion  that  would  be  let  in.  Italy 
would  have  to  take  say  $60,000,000  of  the 
stock  and  pay  fn  gold.  That  would  make 
it  necessary  first  for  Itidy  to  float  a 
gold  loan,  perhaps  here,  and  elsewhere. 
But  Italy  would  want  to  go  further.  She 
would  need  say  $300,000,000  of  the  gold 
currency  and  could  apply  to  the  bank, 
later,  for  the  loan  of  it.  Without  doubt, 
the  bank  would  ask  for  ample  security. 
Italy  might  be  asked  for  securities  of  a 
value  of  $400,000,000,  ‘‘  mobilized  ” as 
England  mobilized  stocks,  bonds,  &c., 
during  the  war,  or  by  some  such  scehme 
as  the  Menlen  plan,  including  some  self- 
liquidating  commercial  paper.  Would 
Italy  have  to  put  up  some  more  gold  as 
part  of  the  specific  loan  arrangement? 
"That  might  be,  or  the  partner  nations 
might  agree  that  the  gold  holdings  of 
Italy  in  the  capital  could  be  used,  in'part 
at  least,  to  make  up  the  gold  backing 
necessary  for  the  bank  to  hold  against 
all  the  circulation  it  would  issue  in  loans. 

How  much  gold  backing  would  be 
needed? 

That  is  a question  that  can  be  an- 
swered only  by  opinion.  Against  the 
issues  of  Federal  Reserve  note.s,  which 
are  practically  a largo  part  of  our  na- 
tional currency,  we  require  by  law  40 


per  cent,  of  gold  reserve,  and  that  is 
more  than  ample.  In  order  to  keep  any 
such  currency  at  gold  par  it  is  necessary 
for  the  issuing  institution  to  make  an 
unreserved  offer  to  exchange  for  gold  ot 
par  any  piece  of  its  paper  offered  to  it. 
The  calls  for  gold  that  any  national  in- 
stitution has  arc  mainly  for  the  purpose 
of  making  international  payments,  for 
which  any  national  currency  is  useless. 
But  if  an  international  bank  of  issue 
should  put  out  an  international  issue, 
how  often,  in  practice,  would  anybody 
coll  upon  it  to  rodoem  its  currency  in 
gold?  The  answer  to  that  question  an- 
swers the  one  above.  At  the  very  high- 
est, 20  per  rent,  of  gold  ought  to  suf- 
fice to  make  all  the  redemptions  that 
would  be  called  for.  That  is,  with 
$1,000,000,000  in  gold  in  reserve,  an  in- 
tcmalional  bank  of  issue  ought  to  be 
able  to  create  a gold  currency  for  in- 
ternational use  as  large  ns  $5,000,000,- 
000,  and  experience  might  show  that  it 
would  be  impossible  to  expand  it  more 
than  that 

IN  making  loans  to  nations,  therefore, 
the  teniis  would  have  to  be  such  a.s  to 
provide  an  ample  gold  reserve,  and  it 
might  from  the  start  be  thought  be.st  to 
have  as  security  for  any  currency  loan 
a block  of  collateral  of  various  kinJ.n 
totaling  at  least  125  per  cent,  of  the 
loan  in  gold  value,  with  20  per  cent,  of 
gold  included.  If  this  were  so,  the  inter- 
national bank  would  enable  any  country 
to  expand  its  gold  five  time.s  for  use  in 
making  international  payments,  provid- 
ed, of  course,  it  had  other  securities  to 

Is  it  reasonable  to  expect  that  the  cir- 
culation issued  by  such  a bank  would 
keep  at  par? 

If  a small  group  of  responsible  na- 
tions only  arc  included  in  the  organiza- 
tion of  the  bonk,  if  the  management  is 
able  and  of  the  character  easily  to  be 
obtained  for  such  an  honorable  position, 
and  if  the  issues  are  made  and  redeemed 
without  any  qualification  of  the  promise 
that  the  bank  will  pay  out  hard  gold  to 
anybody  who  presents  its  note  at  any  of 
its  headquarters  or  branches,  the  issues 
should  remain  at  what  any  practical  for- 
eign exchange  man  would  call  parity. 
‘They  might  have  absolute  parity.  To 
explain  the  qualification  it  is  only  neces- 
sary to  say  that  normal  international  ex- 
change docs  not  deal  with  absolute  world- 
wide value  of  any  money.  It  deals  in 
transfers  of  credit  from  one  part  of  tho 
world  to  another.  A man  cannot  take  a 
piece  of  gold  into  a bank  in  Buenos  Aires 
and  expect  to  have  the  exact  value  of 
that  gold  paid  out  in  settlement  at  Lon- 

What  would  be  the  unit  of  the  cur- 
rency and  what  would  it  be  called? 

The  international  currency  should  be 
issued  in  terms  of  some  definite  weight 
and  fineness  of  gold,  and  the  bank  should 
have  refined  and  minted  for  it  a quan- 
tity of  the.se  units,  bearing  a special  de- 
sign, The  units  should  be  large,  say 
^lograms.  The  name  and  unit  arc  of 
very  little  consequence,  but  by  having 
some  definite  weight,  like  the  kilo, 
conversion  tables  would  be  simplified, 
greatly. 

Are  the  above  ideas  comprehended  in 
the  plan  of  Mr.  Vanderlip,  published 
some  days  ago? 

Mr.  Vanderlip’s  plan  seems  to  picture 
a great  international  commercial  credit 
institution  along  the  lines  of  the  Federal 
Reserve  System,  rather  than  a simple 
bank  of  issue.  There  is  a very  important 
element  of  difference  between  the  me- 
chanical workings  of  a simple  bank  of 
issue  and  an  elaborate  credit  system. 

On  the  one  hand  we  would  have  a 
single,  integral  institution,  issuing  one 
kind  of  circulation  medium,  one  piece  of 
its  paper  identical  with  another,  and 
avoiding  absolutely  the  creation  of  the 
much  more  flexible  and  clastic  currency 
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in  the  form  of  checks  which  a credit  in- 
stitution would  undoubtedly  use. 

On  the  other  hand,  Mr.  Vanderlip’s 
plan  seems  to  create  a kind  of  great  in- 
temotional  holding  coiporation,  under 
whose  authority  separate  gold  banks  in 
different  countries  would  operate  each 
more  or  less  independently,  and  the  basis 
of  their  credits — apparently  purely  com- 
mercial credits — would  be  loans  against 
self-liquidating  and  short-tenure  paper 
arising  out  of  moving  commerce. 

Now,  our  Federal  Reserve  banks  are 
banks  of  issue  that  establish  deposit  ac- 
counts with  banks  also,  and  their  issues 
of  circulation,  besides  their  40  per  cent, 
gold  backing,  are  based  strictly  upon  the 
current  production  and  movement  of 
goods  in  live  commercial  business. 


n the  international  field.  There  are 
other  nations,  England  and  Prance  par- 
ticularly, that  do  not  sec  the  religious 
necc-ssity  of  excluding  stocks  and  bonds 
and  the  finance  that  centres  round  them 
from  the  operations  of  banking,  as  out 
Federal  Reserve  law  does  and  as  our 
great  and  successful  individual  banks  do 
not  In  the  present  situation  of  the 
world,  it  is  enormously  important  that 
we  can  find  an  intemntional  medium  of 
exchange,  at  once,  that  will  command 
practical  parity  with  gold. 

It  would  .seem  hs  if  Mr.  Vanderlip's 
system  of  subsidia^  banks  would  obvi- 
ously weaken  the  command  of  confidence 
of  the  issues  they  would  put  out,  inviting 
discrimination  against  the  issues  made 
in  the  weaker  countries  at  once.  That  is 
the  frist  criticism  made  in  Wall  Street 
of  the  plan.  And  Mr.  Vanderlip’s  provi- 
sion, that  if  redemptions  of  the  issues 
of  any  of  these  banks  endanger  the 
reserve.s  of  gold  specie,  payment  may  be 
suspended,  would  effectually  kill  all  hope 
of  providing  an  absolute  par  gold 
medium. 

Without  presuming  to  be  dogmatic,  or 
final,  it  would  seem  as  if  one  integral 
institution  (with  branches  over  the 
world)  should  have  the  undivided  respon- 
.sibility  of  issue  and  redemption.  It  should 
issue  only  to  Governments,  in  blodc 
credits,  and  loan  exclusively  in  the  form 
of  its  gold  notes.  These  loans  should  be 
made  again.st  any  safe  basis  of  security, 
so  as  to  enable  the  under  par  countries 
to  make  full  use  of  their  commercial 
credits,  as  they  are  now  doing,  and  have 
something  more.  The  bank  should  not 
have  any  other  form  of  credit  or  depos- 
its. It  should  not  do  any  other  kind  of 
banking.  It  is  doubtful  whether  it 
should  take  in  its  own  note.s  in  one  part 
of  the  world  and  pay  out  in  ano^er. 
There  is  a wholesome  economic  reason 
and  service  in  having  legitimate  ex- 
change penalties  that  ordinary  banking 
provides  for  when  trade  becomes  un- 
balanced. 

The  bank  should  issue  great  currency 
loans  to  nations,  letting  the  nations  dis- 
tribute the  currency  in  their  own  ways, 
and  having  no  business  activity  or  con- 
nection whatever  that  involves  a rela- 
tionship to  local  currencies.  The  bank 
should  put  out  its  issues  on  the  pledge 
‘to  redeem  instantly  and  without  qualifi- 
cation in  gold,  and  no  provision  or  cir- 
cumstance should  ever  interfere  with  the 
carrying  out  of  the  pledge.  Only  that 
will  give  the  iasues  a chance  of  main- 
taining full  parity.  If  any  nation, 
within  or  without  the  compact,  tries  to 
hoard  gold  by  redeeming  notes  and  put- 
ting an  embargo  on  subsequent  export 
of  gold,  that  nation  can  be  quickly 
brought  to  terms  by  secondary  means. 
Thera  is  very  little  danger,  if  the  inter- 
national issues  are  successful  as  a gold 
medium,  of  the  attempt  or  the  possibility 
of  draining  off  any  considerable  quantity 
of  gold.  The  original  convention  ought 
to  include  provisions  that  make  it  un- 
necessary to  fear  that  any  of  the  strong 
and  important  participants  would  ever 
draw  the  gold  down. 

While  it  is  advisable  to  limit  the  par- 
ticipation in  the  organization  of  the 
bank  to  a comparatively  few  nations, 
the  benefits  could  be  much  wider.  Cur- 
rency loans  .might  be  made  to  no 
member  nations,  and  the  benefit  of 


medium  of  established  value  to  all  would 
be  obvious. 

The  limitation  of  the  bank  to  the  Is- 
suance of  gold  currency  it  here  insisted 
on  for  reasons  of  mechanical  practical- 
ity. In  years  to  come,  if  the  bank  should 
continue  beyond  the  emergency  that 
gives  it  rea,son  for  existence,  it  might 
expand  its  services  and  offer  great  con- 
veniences to  international  commerce 
that  it  is  easy  to  picture.  But  if  a bank 
can  be  established  that  will  confine  itself 
to  the  one  bu-siness  of  issuing  credit  in 
the  inflexible  form  of  currency,  the  big 
international  banks  of  commerce  will 
take  care  of  the  other  conveniences  very 
well  for  a while.  By  its  keeping  to  cur- 


rency credit,  the  bank  would  give  its 
issues  a “ scarcity  value,”  and  minimize 
periodical  drain  on  its  gold  reserves,  as 
it  could  not  do  if  it  adopted  more  flex- 
ible and  elastic  mechanisms  of  credit. 
Anybody  familiar  with  currency  and 
credit  in  a country  (like  Brazil,  for  in- 
stance) where  there  is  no  system  of 
highly  developed  bank  credits  and  check 
accounts,  and  all  payments,  as  well  as 
bank  loans  and  deposits,  are  transacted 
in  the  actual  credit  currency  of  a na- 
tional bank-of-issue  will  understand  the 
mechanical  reason  why,  at  the  .start,  the 
international  bank  of  issue  should  adopt 
a policy  that  would  keep  its  issues  out 
in  the  world,  passing  from  hand  to  hand, 


physically  handled  and  transferred  from 
one  part  of  the  world  to  another. 

The  establishment  of  such  a bank,  and 
of  such  an  international  currency  seems 
the  one  great  feasible  thing  that  can  be 
done  to  improve  the  conditions  of  inter- 
national commerce.  It  would  Uke  the 
place  of  great  block  loans.  It  would  be 
a system  of  international  loans,  for  the 
countries  that  obtain  currency  loan.«  will 
have  to  pay  interest  to  the  bank  on  what 
they  borrow,  and  must  ultimately  pay 
in  goods  or  gold.  It  would  be  the  most 
flexible  kind  of  international  credit,  au- 
tomatically adjusting  itself  to  the  neces- 
sities of  the  world-wide  development  of 
the  trying  times  to  come. 


BUY  IT  FROM  THE  NAVY 

Naval  Vessels  as  Hulks  for  Salvage 

By  Sealed  Proposals  opening  January  16,  1922 
At  Board  of  Survey,  Appraisal  and  Sale, 

Navy  Yard,  Washington,  D.  C. 

Improvements  in  Naval  construction  have  rendered  these  fine  old 
warships  obsolete,  and  the  opportunity  is  now  being  given  the  metal 
trades  to  purchase  for  salvage  the  following  vessels:— 

Some  of  the  Vessels  Offered  for  Salvage 

(Note.— Displacement  given  below  is  for  full  load.) 


U.  S.  S.  MAINE  (Battleship).  Built  in  1901. 
Length,  3S3  feet;  draft,  23  feet;  beam,  72  feet. 
Displacement,  13,600  tons.  Now  at  Philadelphia,  Pa. 

U;  S.  S.  MISSOURI  (Batttleship) . Built  in  1901. 

Length,  394  feet;  draft,  24  feet;  beam,  72  feet. 
Displacement,  13,500  tons.  Now  at  Ph  adelphia,  Po. 

U.  S.  S.  WISCONSIN  (Battleship) . Built  in  1898. 

Length,  374  feet;  draft,  24  feet;  beam,  72  feet 
Displacement,  12,150  tons.  Now  at  Philadelphia,  Pa. 

•U.  S,  S.  BROOKLYN  (Cruiser).  Built  in  1895. 

Length,  402  feet;  breadth,  65  feet;  draft,  24  feet. 
Displacement,  10,068  tons.  Now  at  Mare  Island,  Calif. 

*U.  S.  S.  COLUMBIA  (Cruiser).  Built  in  1892. 

Length,  413  feet;  draft,  23  feet;  beam,  68  feet 
Displacement,  7,387  tons.  Now  at  Philadelphia,  Pa. 

U.  S.  S.  MEMPHIS  (Cruiser).  Built  in  1903. 

Length,  604  feet;  draft,  26  feet;  beam,  73  feet. 
Displacement,  16,712  tons. 

Now  a wreck  at  Santo  Domingo,  D.  R. 

TARGET  (Ibe-Monitor  PURITAN).  Built  in  1882. 

Length  299  feet;  draft,  18  feet;  beam,  60  feet 
Displacement,  6,060  tons.  Now  at  Norfolk,  Va. 


U.  S.  S.  OZARK  (Monitor).  Built  in  1900. 

Length,  266  feet;  draft,  13  feet;  beam,  60  feet 
DispUcement,  3366  tons.  Now  at  Philadelphia,  Pa. 

TARGET  (Ex-Monitor  MIANTANOMOH)  Built 
in  1876. 


U.  S.  S.  TONOPAH  (Monitor).  Built  in  1900. 

Length,  265  feet;  draft  13  feet;  beam,  50  feet. 
Displacement,  3356  tons.  Now  at  Philadelphia,  Pa. 

*U.  S.  S.  SMITH  (Destroyer).  Built  in  1909. 

Length,  294  feet;  draft  8 feet;  beam,  26  feet 
Displacement,  902  tons.  Now  at  Philadelphia,  Pa. 

•U.  S.  S.  ALBERT  BROWN  (Pish  Boat).  Built  i 
1897. 


U.  S.  S.  ORIOLE  (Ex-DALE) ; Wooden  Sailing 
Vessel.  Built  in  1839. 


NOTE— The  vessels  marked  with  an  asterisk  (•)  will  on  December  15,  1921,  be  offered  for  sale  for  "Conversion  to  Com- 
mercial Uses.”  Such  vessels  as  are  not  sold  on  that  date  will  be  offered  on  January'  16,  1922,  for  sale  as  “Hulks  for  Sslvage.” 

The  offer  of  these  vessels  by  the  Navy  Department  for  sale  to  commercial  organi- 
zations should  be  considered  from  the  standpoint  of  a nucleus  to  go  into  the  ship  break- 
ing up  field  for  some  “jarsighted  concern"  looking  for  new  business. 

< Aside  from  the  ferrous  and  non-ferrous  metals  entering  into  Naval  ship  construc- 
tion, consider  the  electrical  machinery,  pumps,  winches,  boilers,  engines,  piping,  etc., 
for  which  there  is  always  a receptive  market  with  an  attractive  recovery. 

A careful  investigation  of  the  success  recently  achieved  in  foreign  countries  by 
"ship  breaking"  concerns  will  convince  you  of  the  advisability  of  promptly  communi- 
cating with  the  Navy  Department.  ' 

ff' rite  or  wire  for  catalogue  No.  13-46b  giving  the  terms  of  sale 
and  describing  the  vessels  offered 

Central  Sales  Office 

NAVY  DEPARTMENT  WASHINGTON,  D.  C. 
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Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 


Bank  Clearings 


Otbor  Fcdural  Reacr 


^7;^;6o3;ow> 
f2no.4.’dt.381.N)2  |261.M1.(W5.011 

4.340.8S4.322  <l,lM,<t.03«.4n3 

7.030.621.00T  KI.D83.704.74S 

2,t>03.«0,n64  3,616,021.4118 

♦,V..r.2»,3M,m  *73.281.773,307 


Aeiomi  cmdiutm  Statements  of  the  Federal  Reserve  Banks 


DIst.  2.  Dirt.  3.  Dlst  4,  Dlst.  5. 

New  York.  Philadelphia.  Cleveland.  Richmond. 

,^.20.1,000  *217..’>12.000  JilUlO.OOO  *65,100.000 


sL  6-  Dirt.  7.  Dirt.  8. 

mta.  Chlaco.  SL  Louis. 

ni.OOII  *4.')3.430,000  *00.832,000 


t.  Kansas  CUy. 


Federal  Reserve  Bank  Statement 


r<d('mnllon‘‘run”'^, . .'!* 


Federal  Reserve  Banks  con 
*l^s.917.^' 


07S,22S,000  *2.m-i.l<« 


U.  S.^^certlflcMM  of  Indebtedness:  6no-yenr 

Five  cent  redemption  fund  against  pia- 
AM  olher  veimurrcs 

LIABILITIBS- 


O.S6<>.000  *1.475,S.S7,0fl 


1 other  linbilltli's 
Tulol  linbllltles 


..*5,044,306.000  *.1,05.4.003.000  *11.303,87 


lOtes  in  elroiilallon  after  settlna  osidi 
'•Ca'leuli*"^  en  ba'sis  of  net  deposits  and  F-^eml  f 


Statement  of  Member  Banks 


Number  of  reportin,r  banka tfS  60 

I,.<Mins  see.  by  U.S.fSovt.obllF-ns  *174,005.000  *1.83..->24,000 

Loans  sec,  by  stocks  and  bonds  1.104.160.000  1.101,033.100 

All^  Cjther  ioans^anj  dUcounts.. 

ILS.  bon^own^  (exclusive 
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New  York  Stock  Exchange  Transactions 


Week  Ended  December  3,  1921 

lOM**^*^  ^ Vr*r  lo  D*lr.  STOCKS. 


Total  Sales  4,233,611  Shares 
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The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Week  Ended  December  3 Total  Sales  $129,951,500  Par  Value 
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77ie  Business  Cycle  Series 
Now  Printed  in  Booklet  Form 


If  you  have  not  already  ordered  your 
copy  do  so  at  once,  as  the  great  de- 
ma  .d  for  these  booklets  is  rapidly 
exhausting  the  supply  on  hand 


What  they  say  about  the  series 

— from  a few  of  the  letters 
in  our  / les 

“This  series  of  a tides  has  been 
unusually  interesting  and  in  booklet 
form  should  be  of  great  value  to 
executives." 

“Please  forward  it  at  once,  as  1 
would  like  it  for  my  class  in  money 
and  banking." 

“I  have  enjoyed  the  articles  as  pub- 
lished in  your  paper;  they  have  been 
very  profitable  to  my  clients.” 

“Your  articles  on  the  Busines.s 
Cycle  have  proved  very  helpful  to 
me  and  I would  like  to  have  them  in 
booklet  form.” 

“You  are  rendering  a real  service 
in  reprinting  these  articles.” 

“These  articles  are  very  interest- 
ing. Your  idea  of  putting  them  in 
a form  to  make  easy  future  reading 
is  a good  one." 

“I  have  followed  with  great  inter- 
est the  publication  of  the  series  of 
articles  dealing  with  the  present  busi- 
ness depression.  In  publishing  them 
you  have  rendered  a marked  service 
to  the  readers  of  your  paper.” 


Professor  of  Economics  and  Finance, 
Princeton  University;  M.  C.  Rorty. 
Vice-President  of  the  Bell  Telephone 
Securities  Company;  John  E.  Roven- 
sky,  Vice-President  the  National  Bank 
of  Commerce  in  New  York;  and  Leo 
Wolman,  Chief  of  the  Research  De- 
partment of  the  Amalgamated  Cloth- 
ing Workers  of  America. 

(2) 

Articles  by  Clarence  M.  Woolley, 
President  of  the  American  Radiator 
Company;  Mark  W.  Cresap  of  Hart. 
SchafFner  & Marx,  and  other  promi- 
nent business  men  demonstrating  the 
practical  application  of  the  Business 
Cycle  to  your  own  business. 

(3) 

A summary  of  the  returns  from  a 
questionnaire  on  business  conditions 
sent  to  bankers,  wholesale  dry  goods, 
grocery  and  hardware  merchants,  re- 
tail clothing,  groce^  and  hardware 
dealers  in  47  leading  cities  in  25 
States. 


The  Booklet  Contains 

(1) 

Articles  and  interviews  dealing 
with  the  theory  and  principles  of  the 
Business  Cycle  . by  Wesley  Clair 
Mitchell,  Lecturer,  The  New  School 
for  Social  Research:  Edmund  E.  Day, 
Professor  of  Economics,  Harvard 
University;  Edwin  Walter  Kemmerer, 


Permanent  Value 
This  booklet  is  of  permanent 
value  for  two  reasons.  It  presents  a 
vivid  picture  of  business  conditions 
at  the  close  of  a great  financial  de- 
pression and  it  shows  the  practical 
application  of  the  economic  principles 
that  successful  business  men  have 
used  to  combat  the  recent  slump. 

It  presents  not  only  the  findings  of 
expert  financiers,  economists,  and 
business  men,  but  the  actual  methods 
of  well  known  successful  concerns. 

The  Business  Cycle  booklet  is  now 
ready.  To  secure  your  copy 


Send 


SIX 


cents  in  steimps  to  the  Financial 
Service  Department  of  the 


New  York  Evening  Post 

20  Vesey*^  Street,  N.  Y. 
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Offerings  of  tht:  Week 


Open  Security  Market 

SECl  RITIES.  IN< 


In  The  White  House  Looking  Glass 

By  Joseph  P.  Tumulty 
Staelaiy  to  the  Praident  of  the  UniUd  Stalos  from  1913  to  1921 

A series  of  sparkling  anecdotes  and 
incidents,  following  the  story  of 
“Woodrow  Wilson  as  I Know  Him.” 


Tomorrow,  Tuesday,  Dec.  6,  in 

©Ij?  fork  ©imps 

Confmiim^  every  weekday  and  Sunday 
until  completed 

Qllfe  Nm  fork  SlimM 

TIMES  SQUARE,  NEW  YORK 
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In  the  upper  portion  the  black  line  shows  the  closing  average  price  of  fifty  stocks,  half  industrials  and  half  railroads.  The  black  area 
shows  for  each  week  the  highest  and  lowest  daily  average  price  of  the  twenty-five  industrials,  and  the  white  area  the  corresponding  fig- 
ures for  twenty-five  rails.  In  the  lower  portion  the  distance  from  the  base  line  to  the  top  of  the  black  area  shows  total  weekly  vohuM 
of  sales  and  the  white  area  weekly  volume  of  the  fifty  stocks  used  in  file  preparatioD  of  this  chart. 
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AbVTOTIMUIKNT. 


$16,424,000 

Oregon  Short  Line  Railroad  Company 

Consolidated  First  Mortgage  5%  Guaranteed  Gold  Bonds 

Dae  Jaly  1, 1946 


R S Lovett  Es({.,  Chairman  oj  the  Eteculwe  CommUiee  of  the  Oregon  Short  Line  Railroad  Company, 
in  a letter  dated  December  6,  1921,  copies  oj  which  may  be  obtained  from  the  undersigned,  writes  as  Joi- 
hws: 

‘HThe  Bonds  will  be  secured  by  the  Company’s  Consolidated  Mortgage,  dated  March  1,  1897, 
and  will  be  issued  subject  to  a supplemental  indenture  {a  reference  to  which  will  be  endorsed  on  the 
bonds)  providing  that  they  shall  not  constitute  a lien  upon  approximately  291  mil«  of  railroad, 
south  of  Sandy,  Utah,  covered  by  the  mortgage,  which  were  sold  in  1903  to  the  San  Pedro,  Los  Ange- 
les & Salt  Lake  Railroad  Company.  The  prindpa)  and  interest  of  the  bonds  are  to  be  uncondition- 
ally guaranteed  by  endorsement  by  the  Union  Pacific  Railroad  Company. 

‘•Excluding  the  approximately  291  miles  above  referred  to,  the  Consolidated  Mortgage  is  a 
direct  mortgage  on  approximately  1,146  miles  of  road,  as  to  which  mileage  (after  payment  of  the  First 
Mortgage  6%  Bonds  of  the  Oregon  Short  Line  Railway  Company  on  February  1,  1922)  it  will  be  a 
first  mortgage  on  approximately  659  miles  and  a refunding  mortgage  subject  to  $6,591,000  prior  hen 
bonds  on  approximately  487  miles,  of  which  about  55  miles  are  also  subject  to  a lease.  The  mileage 
on  w4iidi  these  Bonds  will  be  a first  lien,  as  above  stated,  indudes  (with  the  exception  of  about  23 
miles  subject  to  prior  liens)  the  entire  main  line  of  the  Company  forming  the  coimection  between  the 
main  line  of  the  Union  Pacific  Railroad  Company  proper  at  Granger,  Wyoming,  and  that  of  the 
Or^on -Washington  Railroad  & Navigation  Company  at  Huntington,  Oregon. 

‘TTie  total  amount  of  bonds  issuable  under  the  Consolidated  Mortgage  is  limited  to  $36,500,000, 
of  which  $28,752,000  will  be  outstanding  after  the  issue  of  the  $16,424,000  Guaranteed  Bonds,  the 
balance  being  reserved  to  take  up  prior  lien  bonds. 

“The  Union  Pacific  Railroad  Co.  owns  all  of  the  $100,000,000  of  outstanding  Capital  Stock  of 
the  Oregon  Short  Line  Railroad  Company  and  the  latter  Company  owns  all  of  the  outstanding 
Capital  Stock  (except  qualifying  shares  held  by  Directors!  of  the  Oregon-Washington  Railroad  & 
Navigation  Company,  the  three  companies  constituting  the  'Union  Padfic  System.’ 

* The  net  income  from  all  sources  of  the  ‘Union  Padfic  System’  for  the  year  ended  December  31, 
1920,  was  $32,674,231  over  and  above  all  charges.  For  the  ten  months  ended  October  31,  1921,  the 
net  income  from  all  sources  was  $24,878,519  over  and  above  all  charges. 

“The  Consolidated  First  Mortgage  5%  Guaranteed  Gold  Bonds,  which  you  have  agreed  to 
purchase,  will  mature  on  July  1,  1946,  and  will  bear  interest  payable  semi-annually  on  January  1 and 
July  1,  of  each  year.  They  will  be  issued  as  coupon  bonds  in  denominations  of  $1,000  and  $500  each, 
with  the  privilege  of  registration  as  to  principal.  Both  principal  and  interest  of  the  Bonds  will  be 
payable  in  gold  coin  of  the  United  States  of  America  without  deduction  for  any  taxes  which  the 
Railroad  Company  may  be  required  to  pay  or  to  retain  therelrom  by  any  present  or  future  law  of  the 
United  States  or  of  any  State  or  Territory  thereof,  excepting  any  Federal  Income  Tax,  which  tax,  as 
provided  in  the  supplemental  indenture,  will  not  be  assumed  by  the  Company. 

*mie  issuance  of  these  Bonds,  their  guaranty  by  Union  Pacific  Railroad  Company  and  their  sale 
to  you  are  subject  to  the  approval  of  the  Interstate  Commerce  Commission,  and  all  le^l  proceedings 
in  relation  thereto  are  subject  to  the  approval  of  your  counsel. 

“Applicatkm  will  be  made  in  due  txturse  to  list  the  Bonds  on  the  New  York  Stock  Exchange. 
Pending  the  engraving  of  the  definirivc  bonds,  temporary  certificates  will  be  issued.” 


THE  UNDERSIGNED  WILL  RECEIVE  SUBSCRIPTIONS  FOR  THE  ABOVE  BONDS, 
SUBJECT  TO  ALLOTMENT,  AT  AND  ACCRUED  INTEREST,  PAYABLE 

AGAINST  DELIVERY  OF  TEMPORARY  CERTIFICATES  DELIVERABLE 
IF,  WHEN  AND  AS  ISSUED  AND  RECEIVED  BY  THEM. 


New  York,  December  7,  1921. 


Kuhfi,  Loeb  & Co. 


All  the  above  bonds  having  been  subscribed  for  this  adverdaement  appears  as  a matter  of  record  only. 


l>ownlown 7 Beehman  Si. 

M£Lrlem.....’.V.'.’.Im'’w«iiV  mUi  8tr««t 

Brooklyn 300  W«4ihlBfftoo  St. 

Wojhloglon Alb«e  BuIIdtng 

ChloKo iioz-isut  TiiDuuft  Building 

Delroft 701  Pont  Building 

St.  Loula 013  Olobe-Dom.  Building 
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No  Easy 


Path  for  Administration  Program 


Spectai  CorrespondeTice  0/  Tht  Annalist 
WASHINGTON,  Dec,  10, 1921. 

HETHER  Con- 
gress would  fall 
in  line  and  act 
favorably  upon 
the  major  rec- 
ommendationsof 
President  H a r- 
ding  in  his  mes- 
sage, or  whether 
it  would  revolt 


in  a manner  similar  to  that  which 
wrecked  the  Administration’s  revenue 
program  in  the  extraordinary  session 
and  brought  about  delay,  amendment  or 
complete  rejection  of  other  Administra- 
tion measures,  was  a question  which  at- 
tracted almost  as  much  interest  in  Wash- 
ington the  last  week  as  did  the  proceed- 
ings of  the  Conference  for  Limitation  of 
Armament. 


Some  of  the  more  optimistic  leaders  of 
the  Administration  forces,  if  it  can  be 
said  that  any  effective  Administration 
leadership  eidsts  in  either  Senate  or 
House,  have  encouraged  reports  to  the 
effect  that  harmony  and  unity  at  last 
exist,  but  as  to  that  only  the  develop- 
ments of  the  next  few  weeks  can  tell. 
Certainly  the  leadera-  of  the  so-callod 
farm  bloc  and  other  progressive  factions 
among  Republicans  and  Democrats  have 
not  announced  their  abdication. 


The  fact  that  President  Harding  in 
his  latest  message  to  Congress  did  not 
press  upon  the  members  the  necessity 
for  the  adoption  of  legislation  which 
would  expand  the  authority  of  the  War 
Finance  Corporation  where  the  pen- 
sion of  relief  to  the  railroads  was  con- 
cerned is  significant.  By  the  casual  ob- 
server this  fact  was  overlooked  in  study- 
ing the  President’s  address.  Others, 
however,  suggested  that  it  might  have 
been  omitted  because  Administration 
leaders  were  aware  that  legislation  of 
the  kind,  in  form  acceptable  to  the  Ad- 
ministration, could  not  hope  for  passage 
and  that  insistence  upon  it  would  serve 
only  to  stir  up  further  strife  and  fac- 
tional warfare.  In  any  event,  concensus 
of  opinion  now  is  that  this  legislation,  a 
pet  measure  of  the  Administration  a few 
weeks  ago,  is  dead. 

Perhaps  the  request  by  President  Har- 
ding that  permanent  tariff  legislation  be 
adopted  quickly,  and  his  statement  that 
the  bill  which  would  grant  wide  author- 
ity to  a commi.ssion  of  five  to  negotiate 
for  the  funding  of  the  wai^tiroe  obliga- 
tions of  the  allied  nations  was  essential, 
are  attracting  the  greatest  measure  of 
attention.  The  question  of  a ship  sub- 
sidy is  to  come  later,  when  a special  mes- 
sage will  bo  delivered  on  the  subject  of 
the  merchant  marine. 

So  far  as  the  tariff  is  concerned,  the 
predictions  now  heard  are  that  a bill  will 
be  referred  to  the  Senate  by  the  Finance 
Committee  either  late  in  December  or 
early  in  January.  A long  and  bitter 


By  Rodney  Bean 


debate  is  promised  if  anything  like  an 
old-time  Republican  protective  tariff, 
bom  of  the  Eastern  group  of  Senators,  is 
offered.  The  theory  of  a “ flexible 
tariff,”  with  its  grant  of  authority  to 
the  Chief  Executive  to  administer  the 
legislation  through  the  Tariff  Commis- 
sion or  other  agency,  also  is  certain  to 
meet  with  opposition.  There  are  di- 
vergent views  as  to  the  advisability  of 
adopting  the  policy  of  American  valn- 

These  controversial  questions  do  not 
appear  to  form  a path  of  roses  for  tariff 
legislation  which  might  be  suitable  for 
the  large  industries.  Senators,  who  in 
the  old  days  would  have  been  free  with 
their  predictions  as  to  the  outcome,  are 
reticent  about  predictions  now.  Some 
say  that  final  action  on  the  tariff  bill 
will  come  in  February;  others  put  off 
the  date  until  May. 

1 T would  be  unwise,  therefore,  to  ac- 
cept  the  President’s  recommendations 
as  a program.  There  is  every  indication 
that  the  progressive  groups  in  the  Sen- 
ate will  be  found  as  insistent  upon  hav- 
ing a very  definite  voice  in  legislation 
adopted  at  the  present  session  as  they 
were  in  the  extraordinary  session,  and 
President  Harding  admitted  this  power 
when  he  said  “ it  would  suggest  insin- 
cerity if  1 expressed  complete  accord 
with  every  expression  recorded  in  your 
roll  calls.  • • • '■ 

The  bill  for  the  funding  of  the  war- 
time obUgations  of  allied  nations  held 
by  the  United  States  may  be  adopted 
without  long  delay,  but  there  seems 
every  prospect  of  a sharp  debate.  Its 
hope  of  early  passage  lies  in  the  fact 
that,  in  its  present  form,  the  bill  is  a 
compromise.  The  original  Administra- 
tion measure  gave  sweeping  authority 
to  the  Secretary  of  the  Treasury  to 
carry  on  tlie  negotiations  and,  while  this 
was  acceptable  to  Senator  Penrose  and 
the  ^Administration  group,  when  the 
sentiment  of  the  progressive  Republi- 
cans and  Democrats  was  sounded,  it  was 
found  that  it  would  never  do. 

The  compromise  provides  for  a com- 
mission of  Hve,  with  the  Secreetary  of 
the  Treasury  as  Chairman,  and  some  of 
the  membership,  at  least,  to  be  con- 
firmed by  the  Senate,  to  carry  on  the 
negotiations.  Efforts  to  get  the  bill  in 
revised  form  through  the  extraordinary 
session  weie  unavailing,  as  notice  was 
served  on  the  Administration  leaders  that 
the  progressive  forces  would  not  brook 
being  forced  to  a vote  without  an  oppor- 
tunity for  thorough  examination  and  de- 
bate. And  even  as  matters  stand  today, 
the  Administration  forces  are  not  certain 
of  its  adoption  without  amendment  in 
face  of  the  fact  that  pride  was  swallowed 
and  the  compromise  made. 

Reference  in  the  President’s  message 


and  in  the  annual  report  of  Secretary 
Mellon  to  the  advisability  of  revision  of 
the  revenue  le^slation  which  would 
lower  the  maximum  surtax  rate  and 
remove  other  so-called  restrictions  from 
large  fortunes  and  big  business  inter- 
ests should  not  be  accepted  as  forecast- 
ing any  action  by  the  present  Congress 
along  those  lines.  Secretary  Mellon  de- 
voted pages  of  bis  report  to  an  argu- 
ment for  revision,  and  the  progressive 
elements  in  Congress  received  the  ‘'re- 
buke ” thus  administered  without  the 
quiver  of  an  eyelash.  They  had  gained 
their  ends  in  the  revenue  bill  adopted 
in  the  extraordinary  session  and  were 
satisfied  to  let  Mr.  Mellon  have  his  way. 
So  far  as  one  could  learn,  that  ended  the 
matter,  at  least  for  another  year. 

These  facts  are  mentioned  not  to  dis- 
courage the  hope  that  constructive  tariff 
legislation,  tlie  funding  of  the  war-time 
obligations  of  the  allied  nations,  and 
other  economic  problems  will  be  achieved, 
but  to  suggest  that  the  carrying  forward 
of  a cut-and-dried  Administration  pro- 
gram in  this  Congress  is  not  to  be  ex- 
pected. 

President  Hanling’s  address  to  Con- 
gress was  as  much  a plea  for  unity  in 
the  Republican  forces  as  it  was  the 
presentation  of  the  Administration  view- 
point on  important  measures,  and  this 
‘ may  have  an  effect  upon  the  Congres- 
sional elections  in  1922.  It  is  a fair  pre- 
diction, however,  that  the  progressive 
factions  of  the  Middle  West  and  West  in 
the  Senate  vrill  not  go  beyond  their  con- 
victions, and  that  any  Administration 
effort  to  force  through  legislation  not 
acceptable  will  be  rebuffed. 

rnHE  President  recommended  speedy 
A enactment  of  permanent  tariff  le^s- 
lation  and  the  adoption  of  the  bill  to 
facilitate  the  funding  of  the  allied  in- 
debtedness to  the  United  States.  He  will 
later  send  a special  message  recommend- 
ing a ship  subsidy. 

The  Senate  Finance  Committee  con- 
tinued hearings  of  the  tariff  legislation, 
taking  up  the  cotton  schedules.  Senator 
Penrose  said  that  it  was  hoped  to  report 
a bill  eariy  in  January. 

President  Harding  predicted  a success- 
ful conclusion  of  the  Conference  for  the 
Limitation  of  Armament.  It  now  is  be- 
lieved that  decision  will  be  reached  in 
regard  to  the  major  problems  before  the 
conference  by  Christmas. 

Secretary  of  the  Treasury  Mellon,  in 
his  annual  report,  recommended  further 
revision  of  the  revenue  legislation  which 
would  reduce  the  maximum  surtax  rate 
to  not  more  than  26  per  cent,  and  lower 
the  estate  tax.  No  action  is  expected  at 
this  session  of  Congress,  however. 

Mr.  Mellon  also  stated  that  the  atti- 


tude of  the  Administration  that  opposi- 
jon  to  a soldier  bonus  act  was  unchanged. 

The  estimated  expenditures  of  the 
Government  for  the  fiscal  year  1922 
were  put  at  $3,967,922,366,  and  for  the 
fiscal  year  1923  at  $3,505,764,727  in  the 
first  Federal  budget  submitted  to  the 
President  by  Director  Dawes  and  trans- 
mitted to  Congress. 

The  expansion  of  the  work  of  the  De- 
partment of  Commerce  was  forecast  by 
the  request  of  that  department  for  an 
appropriation  of  $20,675,326  for  the  next 
fiscal  year,  as  compared  with  $17,265,060 
for  the  current  fiscal  year.  For  promot- 
ing commerce  a total  of  $524,050  was 
asked  by  Secretary  Hoover,  as  compared 
with  $325,000  for  the  current  year. 

The  War  Finance  Corporation  would 
have  authority  to  make  loans  until  July 
1,  1923,  under  a bill  introduced  in  the 
House  by  Representative  Young,  Repub- 
lican, of  North  Dakota.  Under  existing 
law  powers  of  the  corporation  to  make 
advances  expire  on  July  1,  1922.  A 
similar  bill  was  introduced  in  the  Senate 
by  Senator  McKary. 

A T the  instance  of  Senator  Reid  of 
Missouri  the  Senate  ordered  printed 
for  gPnATat  Higti-ilMiHan  fm-rggprttnH- 
ence  relating  to  the  allied  loans. 

The  storing,  acquisition  or  destruction 
of  any  article  suitable  for  human  food, 
fuel  or  other  necessaries  of  Ufe,  for  the 
purpose  of  limiting  the  supply  or  affect- 
ing the  price,  would  be  made  a felony 
under  the  provisions  of  a bill  introduced 
in  the  Senate  by  Senator  Poindexter, 
Republican,  of  Washington. 

Amendments  to  the  pending  biO  de- 
signed to  carry  into  effect  President 
Harding’s  recommendations  for  greater 
flexibility  in  tariff  rates  were  intro- 
duced in  the  Senate  by  Senator  Smoot  of 
Utah,  a Republican  member  of  the  Fi- 
nance Committee. 

Chairman  Madden  of  the  House  Ap- 
propriations Committee,  after  conferring 
with  President  Harding  and  Senator 
Lodge,  announced  that  preparation  of 
the  army  and  navy  bills,  providing  funds 
for  the  next  fiscal  year,  would  be  de- 
ferred until  the  international  Conference 
for  the  Limitation  of  Armament  con- 
cluded its  deliberations. 

Fearing  oppoation  to  the  bill  for  the 
funding  of  the  allied  wartime  debts,  Re- 
publican Senate  leaders  hope  to  confine 
most  of  the  discussions  in  regard  to  it 
to  the  Senate  Finance  Committee.  Ef- 
forts are  being  made  to  reach  an  agree- 
ment with  opponents  of  the  measure  who 
are  demanding  restrictive  amendments. 

Responding  to  a resolution,  the  Ship- 
ping Board  reported  to  the  Senate  that 
claims  against  it  presented  and  unpaid 
to  date  of  Sept.  30,  1921,  amounted  to 
$292,165,034,  and  that  the  total  of  the 
indebtedness  due  the  board  at  the  same 
date  amounted  to  $68,741,087. 

Adjusted  compensation  for  Worid  War 
veterans  under  five  options  would  be 
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provided  for  by  a 1 per  cent  sales  tax 
under  the  provisions  of  a bill  introduced 
by  Representative  Mott  of  New  Yorit,  a 


member  of  the  House  Ways  and  Means 
Committee. 

It  was  predicted  that  Congress  would 


be  asked  to  consider  legislation  setting 
up  a labor  board  to  deal  with  wage  dis- 
putes in  the  coal  industry.  Danger  of  a 


strike  of  coal  miners  upon  the  expiration 
of  tho  national  agrocments  in  March  is 
believed  to  exist 
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Special  Correspondence  of  The  AnnaUel 
TORONTO,  Dec.  10. 

The  revival  now  being  experienced, 
possibly  based  upon  a demand  in 
consequence  of  depleted  stocks  giving  a 
temporary  spurt  in  buying,  will  proba- 
bly not  be  long-lived,”  said  Sir  Vincent 
Meredith,  President  of  the  Bank  of  Mon- 
treal at  the  annual  meeting  of  that  insti- 
tution this  week.  ” In  any  event  I 
for  a period  of  rises  and  falls  as  demand 
exceeds  supply  or  otherwise.  A return 
to  normality  be  hastened  when  labor 
realiics  that  war  inflation  wages  can- 
not be  continued,  and  that  the  changed 
economic  conditions  neces.sitate  more  ef- 
ficiency and  greater  production  if  we  are 
to  compete  successfully  in  the  world’s 
markets.  Increased  production  will  be 
followed  by  a lowering  of  prices,  larger 
consumption  and  fuller  employment.” 
Doubtless  these  opinions,  particularly 
concerning  wages,  reflect  those  of  Can- 
adian business  men  as  well  as  bankers. 
Had  it  not  been  for  the  pending  Federal 
genera]  elections  in  all  probability  there 
would  have  been  a more  widespread 
wage  reduction  than  has  so  far  occurred. 
But  the  larger  industrial  companies  de- 
siring to  maintain  the  Meighen  protec- 
tionist Government  in  power  feared  that 
a lowering  of  wages  might  tend  to  sweep 
workmen  into  the  ranks  of  the  Liberal 
Party,  whose  platform  is  a tariff  modi- 
fication. In  fact,  a large  number  of  man- 
nfacturers  intimated  to  their  employes 
that  defeat  of  the  Government  and  the 
rdvent  to  power  of  the  Liberals  would 
be  followed  by  reduced,  wages.  Since  the 
Government  has  been  swept  from  office 
by  Tuesday’s  voting  the  reduction  is 
quite  probable. 

Although  business  men  still  fear  what 
may  happen  in  the  next  few  months,  so 
far  the  situation  is  encouraging  rather 
than  otherwise,  for  notwithstanding  the 
tendency  of  the  recent  general  election 
campaign  to  interfere  with  business, 
there  ha-'g  been  progress  rather  than  ret- 
rogression, as  is  evident  from  the  con- 
tinued employment  increase  shown  by 
the  Government  labor  returns. 


The  effect  of  the  starting  up  of  agri- 
cultural implement  plants  in  the  last  two 
or  three  weeks  and  the  orders  which  the 
railways  have  placed  for  new  cars  and 
the  repair  of  old  ones  naturally  is  ^ 
ginning  to  manifest  itself  in  the  steel  in- 
dustry. Another  order  for  rails  was  re- 
ceived this  week  by  the  steel  mills.  It 
amounted  to  29,000  tons,  and  was  placed 
by  the  Grand  Trunk.  Fifteen  thousand 
tons  went  to  the  Dominion  Steel  Corpor- 
ation of  Sydney,  and  14,000  tons  to  the 
Algoma  Steel  Corporation  of  Soult  Stc. 
Marie.  This,  with  the  order  for  40,000 
tons  previously  placed  by  the  Canadian 
National  Railways,  makes  a total  of 
69,000  tons  received  by  Canadian  rail 
mills  in  the  last  few  weeks.  Locomotive 
shops  in  Montreal  are  busier  than  for 
some  months.  Some  fair  orders  for 
structural  steel  were  placed  in  the  To- 
ronto district  in  the  last  week.  The  au- 
tomobile industry  is  spotty,  an  improve- 
ment reported  in  Eastern  Ontario 

plants  and  a decline  at  some  of  the  points 
in  the  western  part  of  the  Province. 
There  is  further  improvement  in  the  fur- 
niture and  the  leather  industries.  Sub- 
stantial gains  are  announced  by  the  pulp 
and  paper  industry,  the  most  important 
item  being  the  resumption  of  operations 
at  the  Hawkesbnry  mill  of  the  Riordon 
Company.  The  newsprint  export  trade 
shows  a slight  improvement  for  October, 
the  quantity  being  1314,167  tons,  an  in- 
crease of  6,501  for  the  month  and  1,303 
tons  more  than  October,  1920.  In  value, 
however,  there  was  a considerable  de- 
crease for  the  year,  figtires  being  S5,- 
510.604,  against  J6315394-  On  the  other 
hand,  in  pulp  there  was  an  all-round 
decrease,  the  quantity  and  value  being 
1,183,432  tons  and  $3,087,606,  against 
1,426,594  tons  and  $8,577,761  in  October, 
1920. 

Serious  concern  is  feltover  the  future 
of  the  nickel  industry  of  Ontario. 
In  the  war  period  the  industry  developed 
to  an  enormous  extent,  production  in 
1918  reaching  92,507393  pounds  and  a 
value  of  $37,000,000,  while  two  large  re- 


fining plants  were  constructed — one  at 
Port  Colbome,  Ontario,  by  the  Intoma- 
tional  Nickel  Company,  and  another  at 
De.«chencs,  Quebec,  by  the  British-Amor- 
iean  Nickel  Corporation.  Since  then  the 
decline  in  production  has  been  rapid,  the 
total  for  the  first  six  months  of  1921 
being  but  12348,464  pounds,  or  a little 
over  21  per  cent,  of  the  total  output 
of  the  previous  year  and  less  than  14 
per  cent,  of  that  of  1918.  Now  both  the 
mines  in  the  Sudbury  district  and  the  re- 
fineries at  Port  Colbome  and  Deschencs 
are  closed  down,  and  the  officers  of  tho 
Canadian  International  Nickel  Company 
resigned  this  week  preliminary  to  the  re- 
moval of  the  Toronto  offices  to  New 
York.  This  step  is  said  to  have  been 
taken  as  a result  of  the  decisions  of  the 
disarmament  conference  in  Washington, 
which,  it  is  anticipated,  will  bring  about 
a further  curtailment  of  about  60  per 
cent,  in  the  consumption  of  nickel. 

IN  the  meantime  some  compensation  for 
the  decline  in  the  nickel  industry  is 
to  be  found  in  the  increasing  activities 
in  the  gold  mining  fields  in  Korlhcm 
Ontario.  Production  is  being  conducted 
on  a scale  which,  if  maintained,  means 
an  annual  yield  of  approximately  $19,- 
000,000,  whUe  mill  capacity  is  being  in- 
creased at  some  of  the  properties.  Tw* 
or  three  companies  are  increasing  their 
capital  with  a view  to  enlarging  opera- 
tions. Fresh  attraction  has  been  drawn 
to  the  old  Rossland  (British  Columbia) 
snining  camp  by  tiie  announcement  that 
the  Consolidated  Mining  and  Smelting 
Company  proposes  to  erect  a new  mill 
with  an  annual  capacity  of  450,000  tons 
tf  ore.  This  proposed  action  is  the  re- 
mit of  the  experiences  of  the  last  year, 
the  company  having  mined  the  largest 
quantity  of  ore  since  1916,  and  having 
in  silver,  gold  and  copper  contents  a 
value  of  $1,750,000.  In  its  best  days  the 
largest  tonnage  of  the  Rossland  camp 
w.ns  360,783,  valued  at  $4355358. 

The  week  has  been  less  conspicuous 
than  any  for  some  time  concerning  new 
bond  issues.  The  few  that  were  floated 


were  of  the  municipal  description,  andt 
fcold  on  a basis  of  from  6.82  to  5.90  per 
cent.  Tho  largest  was  that  of  the  City 
of  St.  Catherines,  amounting  to  only 
$136,000,  of  which  $87,000  was  thirty- 
year  serials  and  the  remainder  ten-year 
serials,  with  a 6H  per  cent,  rate  of  in- 
terest in  both  instances.  It  was  this  is- 
sue that  sold  on  a basis  of  6.90  per  cent 
The  Township  of  York  offered  an  issue 
of  $177,000  6\4  per  cents.,  divided  into 
two  blocks  of  ten  and  twenty  years,  re- 
spectively, but  the  highest  bid,  106.639, 
or  a basis  of  6.90  per  cent,  was  rejected. 
Since  then  the  township  is  calling  for 
fresh  tenders  for  a 6 per  cent,  issue, 
thereby  hoping  to  obtain  a more  favora- 
ble price.  Owing  to  the  demand  from  in- 
vestors in  the  United  States  as  well  as 
in  Canada  in  the  last  month  or  so  for 
provincial  and  municipal  bonds  the  home 
market  is  reported  to  have  become  rather 
bare  of  these  two  descriptions  of  secu- 
rities. That  which  has  been  an  important 
factor  in  imparting  activity  to  the  bond 
market,  in  addition  to  buying  on  Amer- 
ican account,  is  the  dividend  and  interest 
payments  which  have  fallen  due  in  the 
last  five  or  six  weeks.  In  November 
these  payments  amounted  to  about  $30,- 
000,000,  and  for  the  first  week  in  De- 
cember nearly  $20,000,000,  making  the 
total  for  the  two  periods  approximately 
$50,000,000,  much  of  which  no  doubt  wa.s 
used  for  reinvestment 

In  response  to  the  repeated  solicita- 
tions of  investors  in  the  bonds  of  west- 
ern municipalities  who  have  defaulted 
principal  and  interest  payments  two  of 
the  Provincial  Governments  have  an- 
nounced that  legislation  will  be  enacted 
tending  either  to  prevent  similar  occur- 
rences in  the  future  or  to  relieve  present 
necessities.  These  two  Provinces  are  Sas- 
katchewan and  Britiah  Columbia.  The 
difficulties  of  the  defaulting  municipali- 
ties had  their  origin  in  the  boom  times 
anterior  to  1914,  when  many  of  them, 
dreaming  they  were  to  become  either 
cities  or  large  towns,  embarked  upon  the 
creation  of  public  works  and  public  util- 
ties  which  have  proved  their  undoing. 


Lessons  of  the  French  Turnover  Tax 


WcWlunj'n.ri'-i  J eighteen  months’ 

H trial  of  the  turnover 

S I which  France  is 

B I I I B now  completing  au- 
III  badly  for  simi- 

I B which  are  being 

I I urged  in  the  United 

States.  The  French 
tax  deserves  a closer 
inspection  than  is  usually  pven  it  by 
proponents  of  the  sales  tax  in  this 
country.  Sales  taxes  levied  in  the  Phil- 
ippines and  in  Mexico  can  hardly  be  con- 
sidered perfect  Qlustrations  for  the  pur- 
poses of  a great  industrial  and  commer- 
cial country  like  oor  own.  The  Canadian 
sales  is  also  cited,  but  Canada’s 

business  is  on  a small  scale  compared 
with  onra.  The  Central  European  sales 
taxes  are  usually  ignored,  rither  through 
ignorance  of  their  existence  or  on  ac- 
count of  the  fact  that  we  cannot  gen- 
eralize from  the  more  unsettled  financial 
systems  of  Central  Europe.  We  have 
much  to  learn  from  the  experience  of 
France,  an  industrial  and  commercial 
country  whose  basiness  is  more  nearly 
comparable  to  ours  than  that' of  any 
other  country  which  employs  the  sales 

The  adoption  of  the  French  turnover 
tax  was  foreshadowed  early  in  1920, 
when  the  financial  experience  of  the 
year  1919  made  it  clear  that  new  taxes, 
both  direct  and  Indirect,  must  be  im- 
posed. Dorihg  the  war  period  taxes  and 
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revenues  furnished  only  one-sixth  of  the 
State  income,  while  the  remaining  five- 
sixths  were  provided  by  borrowings  of 
various  Idnda.  In  the  course  of  the  in- 
troduction of  a number  of  new  taxes  to 
meet  the  needs  of  the  State  it  was  de- 
cided to  continue  the  former  luxury  tax 
of  10  per  cent  and  to  introduce  a tax  on 
turnover,  called  “ a tax  on  the  total  busi- 
ness turnover  of  all  persons  living  in 
France,  who  habitually  or  occasionally 
boy  to  resell,  or  who  make  acts  of  trade 
similar  to  those  taxed  by  the  law  gov- 
erning industrial  and  commercial  trans- 
actions.” (Art  59  of  the  Tax  law  dated 
June  26,  1920.)  According  to  the  terms 
of  this  law  a 1 per  cent  tax  was  im- 
posed on,  first,  total  real  and  definite 
sales  of  merchandise,  foodstuffs,  fur- 
nishings, or  any  other  objects,  and,  sec- 
ond, on  trade  done  by  persons  acting  as 
brokers  or  commission  agents;  persona 
who  take  raw  material  and  turn  it  into 
a finished  product;  renters  of  all  things, 
including  live  stock;  employment  agents, 
bankers,  employes,  discounters  and  ex- 
change agents,  on  the  total  sum  of  their 
brokerages,  commissions,  receipts,  sal- 
aries, rents,  interests,  discounts,  and  all 
other  profits  definitely  acquired.  The 
tax  was  increased  to  3 per  cent,  for  cer- 
tain classes  of  business  which  supply 
lodgings  and  liquor,  and  to  10  per  cent. 


Comstock 


for  other  classes  of  business  which  sup- 
ply lodgings  and  liquor  and  for  estab- 
lishments which  supply  articles  classified 
as  luxuries.  Importers  of  merchandise 
were  made  liable  to  a 1 per  cent,  tax  on 
the  value  of  the  imported  articles,  which 
included  customs  duties. 


The  introduction  of  the  turnover  tax 
materially  changed  the  appearance  of 
the  French  budget  This  tax  was  esti- 
mated to  yield  slightly  mote  than  2,000,- 
000,000  francs  in  the  budget  of  1920,  or 
about  one-tenth  of  the  total  **  ordinary  ” 
taxes  and  receipts.  It  stood  second  only 
to  the  war  profits  tax  in  its  esti- 

mated productivity. 

The  tax  applied  to  business  conducted 
Continued  od  Pace  ««0 
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absolute  certainty,  but  opinion  is  be- 
coming  more  and  more  general  that  the 
catastrophe  Is  merely  a question  of  time. 

Although  heavy  investments  in  foreign 
enterprise  of  Germans  like  Stinnes  and 
others  seem  to  indicate  a taxable  sur- 
plus in  Germany  which  might  be  ap- 
plied instead  to  the  national  obligations, 
the  present  Government  is  too  weak  and 
the  tax  system  too  ineffective  to  collect 
it.  Signs  are  too  numerous  to  permit 
much  doubt  of  the  ultimate  outcome. 
The  interest  shifts,  therefore,  to  the 
problem  of  what  will  happen  after  the 
crash  ^occurs. 

It  is  unfortunate  that  history  relating 
to  currency  inflation  is  generally  silent 
as  to  exactly  what  happens  after  depre- 
ciation has  reached  the  bottom  and  the 
bubble  has  been  pricked.  The  interest 
of  historians  is  always  focused  upon  the 
developments  during  inflation.  We  have 
innumerable  accounts  relating  to  John 
Law’s  scheme,  to  the  Assignats  of  the 
French  Revolution,  to  our  Continental 
currency  and  our  greenbacks  and  other 
inflationist  experiments;  but  always  the 
chapter  is  considered  closed  when  the 
issuing  authorities  openly  recognize  their 
plight  and  repudiate  their  currency. 

Moreover,  the  present  situation  is 
unique  because  of  the  vast  changes  in 
the  economic  situation  of  today  com- 
pared with  that  of  a*  century  ago  in  Eu- 
rope, or  even  half  a century  ago  in  the 
New  World.  The  most  significant  dif- 
ference is  the  tremendous  concentration 
of  population  In  industry.  The  problem 
is  further  complicated  by  the  indemnity 
question,  by  Germany’s  peculiar  position 
among  the  nations  of  Europe  and  Jby  the 
economic  dependence  of  Europe  upon 
America.  The  fact  that  accurate  predic- 
tion is  impossible,  that  any  one  of  a 
hundred  unforeseen  twists  in  events  may 
give  an  entirely  different  course  to  his- 
tory, is  no  reason,  however,  against  our 
trying  to  look  ahead  as  best  we  may. 

It  is  assumed  that  the  course  of  infla- 
tion will  run  on  to  the  end.  Germany 
wants  inflation,  except  a few  .sound 
thinkers  who,  as  in  past  times,  have  only 
too  little  influence.  Even  a very  pow- 
erful Government  would  have  difficulty 
in  preventing  further  Inflation  and  in  re- 
turning to  a specie  basis.  No  temporary 
makeshifts,  such  as  restamping  the  notes 
already  issued  or  proclamations  of  a new 
nominal  value,  can'  succeed.  If  applied 
sufflciently  rigorously  to  cure  they 
would  bring  business  and  industrial  col- 
lapse, and  it  is  human  nature  to  post- 
pone even  an  inevitable  evil  to  the  last 
moment.  We  may  expect,  then,  the  con- 
tinued emission  of  notes  and  deprecia- 
uon  of  currency  till  the  evils  of  the  sys- 
tem become  unbearable. 

Inflation  operates  in  general  to  reduce 
the  real  income  of  lenders  of  the  factors 
of  production  (land,  labor  and  capital), 
to  the  beneflt  of  the  “ residual  claim- 
ant," who  pays  for  the  use  of  the  factors, 
but  who  assumes  the  risks  of  business. 
The  contracts  for  these  services— wages 
for  tabor,  rent  ,for  the  use  of  land  and 
plant,  interest  on  capital  loans — are 
made  " today " on  the  basis  of  today’s 
scale  of  values,  leaving  a norm&l  margin 
of  proflt  for  the  residual  claimant.  To- 
morrow inflation  has  brought  about  an 
increase  in  prices,  but  the  contracts  re- 
main nominally  fixed,  so  that,  in  the 
meailwhile,  the  ^residual  dlaimant  t>oeket3 
the  additional  profit. 

By  stimulating  gamblinf,  inflation 
further  tends  to  eoncentrate  wealth  in 


the  hands  of  a few  successful  speculators. 
It  is  unfortunate  that  the  reverse  camot 
hold  true  for  deflation,  so  that  losers 
might  become  gainers.  Different  causes, 
however,  come  into  play.  Those  people 
who  have  been  able  to  accumulate  wealth 
during  inflation  and  have  had  the  fore- 
sight to  convert  their  gains  into  real 
property  or  gold  (either  secreted  at 
home  or  invested  abroad)  will  emerge  in 
a relatively  advantageous  position  after 
the  collapse.  In  an  industrial  society 
the  majority  of  people  are  proverbially 
spendthrift  and,  at  the  same  time,  as  we 
have  seen,  are  the  victims  under  infla- 
tion. Thus  we  may  put  it  down  that  the 
social  structure  of  Germany,  instead  of 
reverting  to  its  pre-inflation  character, 
will  probably  be  left  with  a small 
plutocracy  standing  upon  a poverty- 
stricken  populace. 

T^ITH  the  repudiation  of  paper  cur- 
’ ” rency  the  measure  of  values 
hitherto  in  use,  suddenly  becomes  worth- 
less. The  entire  network  of  values  must 
undergo  complete  revision.  According  to 
the  quantity  theory  of  money,  this  would 
be  simple  enough.  Where  1,000  units, 
say,  existed  at  first,  now  there  would  be 
one  ,unit;  prices  would  simply  be  quoted 
at  1-1,000  of  their  previous  figure,  and 
business  would  proceed  as  before  on  the 
new  scale  of  quotation.  • Unfortunately 
the  case  is  not  so  simple.  Even  if  we 
should  grant  the  truth  of  the  quantity 
theory  as  a generab'ty,  the  mere  feet 
that  specie  and  goods  of  tangible  value 
will  have  become  concentrated  in  the 
hands  of  a very  few  people  will  make 
the  new  distribution  of  wealth  very  dif- 
ferent from  the  distribution  of  purchas- 
ing power  prior  to  the  collapse  of  paper 
money.  Indeed,  few  will  have  purchas- 
ing power  at  all.  The  many  will  find 
their  money  worthless,  themselves  pover- 
ty-stricken. Demand  for  the  less  imme- 
diate necessities  of  life  will  naturally 
cease;  the  requirements  for  food,  how- 
ever, will  be  maintained.  The  suddenly 
pauperized  masses  will  be  obUged  to  ex- 
change their  very  furniture  and  clothing 
to  support  life.  No  basis  for  valuation 
either  for  the  food  required  or  for  the 
various  kinds  of  property  thrown  on  the 
market  in  exchange  vrill  be  avaUable. 
Exigencies  of  the  moment  and  the  local- 
ity must  determine  the  ratio  of  exchange 
for  each  transaction. 

Universal  bankruptcy  will  be  inevita- 
ble. Industries  handling  the  less  imme- 
diately essential  commodities  cannot 
survive,  even  if  their  creditors  (as  in  ac- 
cordance with  the  “ quantity  theory  ”) 
should  be  willing  to  accept  payment  of 
obligations  incurred  at  inflated  prices  in 
the  ratio  of  gold  to  paper,  for  the  de- 
mand for  these  articles  will  have  prac- 
tically ceased.  With  the  failure  of  these 
industries  banks  will  be  carried  down  to 
ruin,  ,and  vrith  them  their  depositors. 

The  duration  of  this  chaos  cannot  be 
guessed.  One  may  well  ask,  “ How  can 
Germany  ever  again  set  in  motion  her 
industrial  machinery?  Her  people  will 
be  too  poor  to  buy;  there  will  be  no  de- 
mand for  commodities  — a ‘buyer's 
strike’  of  awful  proportions;  and  even  if 
there  were  a demand,  there  will  be  no 
currency  with  which  to  buy,  since  paper 
will  be  valudess  and  specie  will  have 
been  driven  from  the  country.” 

The  key  to  recovery,  dubious  as  such 
an  assertion  may  seem,  will  be  the  re- 
turn of  specie  into  dreulationt  The  cure 
will  rest  in  the  hands  of  those  who  have 
laid  by  gold  or  property  of  immediate 
and  high  exchange  value.  It  has  been  a 
remarkable  fact  of  lustory  on  similar  oc- 
casions that,  once  the  paper  currency 
has  been  placed  at  its  true  value,  specie 
has  returned  into  circulation.  Its  origi- 
nal disappearance  was  simply  in  accord- 
ance >vith  “Gresham's  law.”  becatlse  it 


was  “ undervalued.”  As  soon  as  the  pa- 
per money  is  recognized  at  its  true 
worth,  the  force  that  drove  specie  out  of 
sight  is  removed.  The  special  advantages 
of  gold  as  a circulating  medium — its  in- 
trinsic value,  divisibility,  ease  of  recog- 
nition, portability,  Ac. — now  greatly  en- 
hanced by  the  very  fact  of  its  scarcity, 
will  suffiC^o  draw  it  quickly  back  into 
circulation.^ 

Toward  the  close  of  the  Assignat 
period  Spanish  piastres  were  already 
appearing  in  the  southern  part  of 
France.  Similarly  outside  countries  may 
be  glad  to  take  advantage  of  the  excep- 
tional value  of  gold  in  Germany.  Quan- 
tities of  the  precious  metal  are  doubtless 
secreted  throughout  Germany  today,  to 
be  drawn  out  promptly  enough  as  soon 
as  It  is  safe  to  do  _so.  The  Germans  who 
are  now  rushing  to  invest  in  American 
securities  will  sell  these  to  get  higher 
“ real  ” values  at  home.  In  short,  in 
spite  of  the  fact  that  Germany’s  popula- 
tion is  so  largely  industrial,  in  spite  of 
the  fact  that  gold  seems  to  the  observer 
practically  nonexistent  now  in  Germany, 
I venture  to  predict  that  history  will  re- 
peat itself  and,  when  the  time  arrives, 
specie  will  be  soon  forthcoming  suf- 
ficient, with  the  naturally  increased  ve- 
locity of  diculation,  to  perform  the 
duties  of  currency  and  obviate,  to  a 
great  extent  at  least,  the  necessity  for 
simple  barter. 

rriHIS  prediction,  however,  most  be 
J-  qualified.  Other  factors  may  enter  to 
upset  the  natural  course  of  events  and 
indefinitely  prolong  Germany’s  suffer- 
ings. The  outstanding  element,  of 
course,  is  the  handling  of  the  indemnity 
problem.  In  the  tong  run,  payment  must 
be  achieved  by  the  export  of  conunodi' 
ties.  But  this  method  would  be  impos- 
sible under  the  conditions  pictured  above. 
At  first  glance  it  might  appear  that  the 
indemnity  obligations  would  help  to 
break  the  vicious  circle  of  stagnation  by 
giving  from  without  the  desired  in- 
centive to  production.  Since  no  return 
to  indemnity  payments  would  be  forth- 
coming, however,  the  incentive  to  con- 
tinued production  would  obviously  be  de- 
stroyed. Any  attempt  to  coUect  specie 
just  beginning  to  return  into  circulation 
would  immediately  drive  it  again  out  of 
sight  and  necessitate  a new  cycle  of  in- 
flation. 

Another  possibility  for  indemnity  pay- 
ment would  still  remain — “ alienation  of 
capital  assets.”  The  time  for  marketing 
securities  of  (^erroan  industries  in  for- 
eign countries  would  now  be  at  best. 
They  could  be  acquired  at  rock  bottom 
and  would  enjoy  a certainty  of  apprecia- 
tion in  value. 

The  question  whether  Germany  would 
submit  to  such  alienation  of  capital  as- 
sets, especially  at  the  time  when  their 
value  would  be  so  low,  and  whether  any 
Government  could  be  strong  enough  to 
enforce  it,  is,  I am  afraid,  doubtful;  and. 
on  the  other  hand,  also,  whether  the 
Allied  Council  would  have  the  power  or 
unanimity  of  purpose  to  insist,  or  to  act 
as  a receiver,  as  in  the  case  of  Austria. 
We  are  concerned  here  only  with  the  eco- 
nomic feasibility.  Even  from  this  view- 
point, however,  we  must  add  the  proviso 
that  the  beneficiary  nations  should  not 
themselves  be  suffering  economic  diffi- 
culties. Although  the  securities  might 
be  banded  gratis  to  the  Governments  of 
the  beneficiaries,  it  would  still  be  neces- 
sary for  these  to  float  them  in  their  own 
home  markets  in  order  to  convert  them 
into  funds  for  b'quldation  of  their  war 
loans  and  other  internal  obligations;  and, 
if  finandal  conditions  were  bad.  it  would 
be  diftleult  to  market  the  foreign  se- 
curities. 

In  any  case,  although  it  may  be  pos- 


sible to  continue  indemnity  payments  in 
spite  of  the  financial  collapse,  a morato- 
rium will  doubtless  be  advisable.  The 
continued  pressure  just  at  such  a time 
would  simply  result  in  the  commence- 
ment of  a new  cycle  of  inflation.  In- 
sistence on  payment  would  keep  Ger- 
many indefinitely  in  a state  of  chaos. 

Although  forced  alienation  of  capital 
assets  would  probably  be  disastrous,  the 
voluntary  investment  of  foreign  capital 
in  Germany  may  afford  perhaps  the 
most  effective  stimulus  to  recovery.  As 
already  indicated,  there  could  really  be 
no  better  time  for  investment  Ger- 
niMy’s  condition  and  the  losses  sus- 
tained with  the  collapse  of  her  eurrency 
win  frighten  away  the  man  of  the  street 
but  the  shrewd  business  man  with  relia- 
ble agents  on  the  spot  can  avail  himself 
of  unsurpassed  opportunities.  These 
foTOgn  capitalists  and  such  Germans  as 
Stinnes,  now  more  strongly  entrenched 
than  ever  before,  will  set  the  wheels  of 
production  moving  again. 

PRODUCTION  win  not  be  to  fill 
domestic  requirements— the  domestic 
demand  win  be  too  sUght  and  prices  too 
low— but  for  export  to  foreign  countries. 
Some  of  the  features  that  will  make 
(krmany  an  attractive  market  for  for- 
eign investment  wfll  serve  to  stimulate 
a tremendous  export  trade.  Gold  mU  be 
at  a premium  and,  conversely,  commodity 
prices,  especially  manufectores,  at  their 
lowest  point  The  factors  of  production 
can  be  employed  “ for  a song.”  Labor, 
poverty-stricken  and  in  distress,  wffl 
work  for  almost  any  sum.  In  spite  of 
the  recovered  exchange  value  of  the 
mark,  Germany’s  cost  of  production  wiU 
be  so  reduced  as  to  enable  her  to  under- 
bid all  competitors. 

With  reference  to  the  probable  course 
of  trade  in  the  future,  I believe  indus- 
trial countries  will  erect  prohibitive  tar- 
iffs against  the  import  of  competing  Ger- 
man manufactures.  These  will  conse- 
quently be  sent  to  the  markets  of  the  less 
industrially  developed  countries,  such  as 
Sooth  America  and  the  Far  East.  As 
soon  as  the  moratorium  on  the  indemnity 
comes  to  an  end,  payments  will  be  ef- 
fected by  shipping  noncompeting  raw 
products  from  these  sources  to  the  ben- 
eficiary countries. 

At  best  all  this  is  a surmise,  but  our 
outline,  as  far  as  we  have  gone,  I think, 
may  be  considered  as  the  probable  coarse 
of  German  economic  history  during  the 
next  few  years:  Continued  inflation  with 
gradual  concentration  of  wealth,  ulti- 
mate repudiation  of  the  paper  currency, 
business  and  finanaal  chaos,  depression 
with  terrible  suffering  of  the  masses, 
return  of  specie  into  circulation,  possible 
developmait  of  export  trade,  and  a slow 
return  to  economic  health. 
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Can  We  Keep  Our  Ships 


wo  years  of  war 
brought  about  for 
our  merchant  ma- 
rine what  fifty 
years  of  Congres- 
sional investigation 
and  professional 
agitation  for  gov- 
eramcntal  aid  could 
not  accomplish.  In 
1914  only  three-quarters  of  a million  tons 
of  steamers  flying  the  American  flag 
were  registered  for  foreign  trade,  and 
less  than  one-half  million  tons  were  en- 
gaged in  essentially  transoceanic  ser- 
vices. Today  there  are  ten  and  one-half 
million  tons  so  registered.  The  United 
States  now  has  a seagoing  steam  mer- 
chant fleet  second  only  to  Great  Brit- 
ain’s, and  three  times  as  large  as  that 
of  Japan  and  France,  which  stand  third 
and  fourth.  On  paper  we  are  one  of  the 
world’s  largest  maritime  nations. 

Dozens  of  magazines  and  papers  tell 
the  public  that  “ Old  Glory  is  on  the  Sev- 
en Seas,”  but  keeping  it  there  is  a mat- 
ter of  more  than  printer's  ink.  It  has 
not  occurred  to  the  ordinary  citizen  that 
perhaps  we  cannot,  or  perhaps  we  should 
not,  keep  our  ships.  Many  obstacles  are 
in  the  way  of  maintenance  of  a large 
merchant  marine  under  our  flag.  The 
United  States  has  reached  a stage  of 
economic  development  in  which  some 
shipping  is  essential,  but  false  hopes 
should  not  be  aroused  as  to  the  mainte- 
nance of  all  our  ships  in  competition  with 
those  of  other  countries. 

The  reasons  are  fairly  dear.  As  point- 
ed out  recently  by  a Journal  of  Political 
Economy  writer  shipping  is  a poor-pay- 
ing business  compared  with  our  domestic 
industrie&  In  the  ten  years  before  the 
war  an  average  net  return  of  less  than  5 
per  cent-  was  paid  by  more  than  fifty 
British  cargo  steamship  companies  each 
year,  owning  twice  as  much  tonnage  as 
was  registered  for  foreign  trade  under 
our  flag.  And  about  twenty  passenger 
steamship  companies,  owning  more  ton- 
nage than  any  single  country  except  the 
United  States  and  Great  Britain,  distrib- 
uted on  an  average  only  6 per  cenL  That 
thLs  return  was  insufficient  to  attract 
American  capital  to  the  sea  was  shown 
by  the  fact  that  we  had  only  750,000  tons 
of  steamers  roistered  for  foreign  trade 
in  1914.  While  the  ocean  freight  rate 
level  was  low  between  1901  and  1913,  a 
return  of  6 per  cent  cannot  well  be  ex- 
pected from  shipping  in  normal  times. 
When  first-class  industrial  bonds  are 
yielding  7 and  8 per  cent,  what  chance 
have  shipping  securities  which  earn  much 

Nor,  as  this  same  writer  stated,  can 
this  return  be  expected  in  the  next  few 
years  becau-<%  of  the  great  surplus  of 
tonnage.  Today  there  are  33 1-3  per  cent 
iiK>re  steamers  than  in  1913  to  do  80 
per  cent  of  the  amount  of  work.  While 
steamship  tonnage  increased  13,000,000 
gross  tons  between  1913  and  1921,  the 
world's  overseas  shipments  of  cargo  de- 
clined 20  per  cent  in  volume.  Even  if 
the  quantity  of  cargo  moving  today 
equaled  that  in  1913,  the  world  would 
have  too  many  ships.  No  great  or  sadden 
increase  in  overseas’  shipments  of  prod- 
ucts is  likely,  due  to  Europe’s  economic 
and  financial  exhaustion. 

It  seems  that  we  are  forced  to  admit 
that  the  penalty  of  protection  is  high 
costs  in  comparison  with  free  trade  coun- 
tries. While  our  principal  domestic  in- 
dustries have  been  and  are  shielded  by 
tariff  barriers,  our  unprotected  shipping 
must  meet  the  fierce  competition  of  the 
fleets  of  low-cost  countries.  It  is  true 
that  some  of  our  legislation  hampers 
shipping  and  increases  operating  ex- 
penses (witness  the  large  number  of 
ships  owned  by  American  capital  which 
were  operated  under  foreign  registries 
prior  to  the  war),  but,  as  stated,  the 
cause  of  higher  costs  is  the  more  funda- 
mental fact. 

Wages,  food,  stores  and  repairs  all  ebst 


By  S.  G.  Riggs 


more  for  our  ships,  as  might  be  expect- 
ed in  an  indu.stry  in  which  typically 
American  large-scale  methods  cannot  be 
used,  and  from  a people  whose  standard 
of  living  is  higher  than  that  of  nearly 
every  other  country.  Perhaps  more  ef- 
ficient operation  eventually  will  bo  able 
to  turn  our  ships  around  fa.ster  than 
other  ships,  as  Yankee  sailors  were  able 
to  do  with  our  clippers,  and  thus  justify 
higher  wages  and  expenses.  But  this  is  a 
hope  rather  than  a fact. 

Our  shipping  is  at  a double  disadvan- 
tage in  the  matter  of  fixed  charges. 
American-built  vessels  cost  more  than 
those  built  in  Europe.  The  higher  orig- 
inal cost  of  a vessel  moans  that  a larger 
insurance  premium  must  be  paid,  aild  a 
larger  depreciation  fund  set  aside  out 
of  earnings.  It  has  been  argued  that  the 
per  unit  cost  of  shipbuilding  is  less  in 
our  yards  than  in  those  across  the  At- 
lantic, because  we  turn  out  ships  faster, 
but  this  is  bunkum  from  the  ship  op- 
erator’s standpoint,  since  in  the  last  fifty 
years  a premium  has  been  placed  upon 
speetl  and  output  less  than  a half  dozen 
times,  and  within  the  last  twenty-five 
years  only  twice — during  the  Boer  war 
and  the  late  war.  The  normal  annual  de- 
mand for  ships  is  too  small  to  justify 
mass  production,  and  this  country  con- 
sequently is  at  a disadvantage.  And  since 
the  return  on  invested  capital  is  higher 
here  than  in  Europe,  a higher  rate  of  in- 
terest must  be  made  on  the  higher  orig- 
inal cost  of  the  ships. 

"TURTHERMORE,  the  outward  volume 
of  our  trade,  excluding  oil,  is  three 
times  the  inward  volume,  which  means 
that  two-thirds  of  our  ships  must  re- 
turn in  ballast.  For  example,  a British 
ship  g«ilg  to  Buenos  Aires  with  a cargo 
of  coal  and  returns  with  a load  of  wh'"  t, 
each  commodity  paying  its  own  way.  n 
American  ship  which  takes  coa.  to 
Argentina  very  rarely  can  come  back 
loaded,  which  means  that  the  coal  has 
to  pay  for  the  round  trip.  As  pointed 
out  in  the  report  on  “ Shipping  and  Ship- 
building Industries  After  the  War  " by 
the  Departmental  Committee  of  the  Brit- 
ish Board  of  Trade,  “ The  principal 
freight  of  British  ships  being  earned 
homewards  enabled  lines  to  fix  favoi%ble 
rates  of  freight  on  British  exports,  and 
shippers  not  only  had  the  benetit  of  fast 
modern  tonnage,  and  could  rely  on  defi- 
nite sailings  at  not  only  frequent  but 
regular  intervals,  but  contracts  at  low 
rates  were  given  to  associated  British 
trade  to  enable  it  to  secure  foreign  or- 
ders. The  practice  of  according  specially 
low  rates  of  freight  to  British  exports 
was,  however,  the  exception  rather  than 
the  rule  in  Central  American  and  West 
Indian  trade,  where  inward  cargoes  were 
less  abundant.” 

In  addition  to  these  fundamental  eco- 
nomic obstacles  there  arc  several  intan- 
gible disadvantages.  This  country  must 
ilnd  employment  for  10,000,000  tons  of 
shipping  at  a time  when  great  fleets  of 
merchant  vessels  arc  idle  in  all  the  prin- 
cipal ports  of  the  world,  and  when  the 
return  from  shipping  is  barely  above 
zero.  Our  ships  must  displace  those  of 
other  countries  which  are  already  estab- 
lished on  the  main  routes  with  excellent 
agency  connections  and  trained  person- 
nel. No  business  Ls  more  competitive 
than  shipping,  and  there  have  been  few 
times  when  competition  in  shipping  has 
been  keener  than  today.  The  advantage 
is  all  on  the  side  of  the  experienced,  and 
the  lines  in  possession  of  trade  will 
naturally  fight  to  maintain  themselves. 

Another  intangible  disadvantage  has 
resulted  from  the  war.  Impoverished 
Europe  is  greatly  ijidebted  to  the  United 
States.  Payment  can  be  made  in  gold, 
securities,  goods  and  services.  The  pos- 
sibilities of  the  first  two  already  have 


been  practically  exhausted.  Goods  al- 
ways must  bo  a large  element  in  the  set- 
tlement of  international  accounts  de- 
spite high  protective  walls.  Before  the 
war  the  United  States  paid  out  each 
year  approximately  J260,000,000  to  for- 
eign steamship  companies,  or,  to  state 
it  another  way,  foreign  countries  were 
able  to  pay  to  us  $260,000,000  of  their 
debts  by  shipping  services.  If  we  develop 
a large  merchant  marine  it  will  be  cut- 
ting off  one  of  the  ways  in  which  Europe 
can  liquidate  her  debts;  it  will  be  an- 
alogous to  the  old  practice  of  putting 
the  debtor  in  jail.  Of  course  it  might  bo 
better  to  give  Europe  $10,000,000,000  and 
to  develop  a merchant  marine,  but  opin- 
ions on  such  points  will  always  differ 
acrimoniously. 

There  is  a measure  of  truth  in  the  gen- 
eralization that  shipping  is  a poor  coun- 
try’s business.  It  is  certainly  true  that 
no  modem  country  rich  in  natural  re- 
sources has  ever  had  a large  merchant 
marine.  The  basis  of  the  support  of  the 
shipping  of  Great  Britain,  Germany  and 
Japan  is  the  large  inward  volume  of 
bulky  raw  materials  which  pay  enough 
to  shipping  to  enable  the  outbound  manu- 
factured products  to  move  at  low  rotes. 
The  Unit^  States  is  too  rich  to  own  a 
large  fleet  of  merchant  ships.  In  devel- 
oping and  exploiting  our  natural  wealth 
a much  higher  return  can  be  made  than 
from  shipping.  Our  heavy  exports  of 
coal,  grain,  cotton  and  lumber  make  a 
balanced  trade  impossible  and  a ten- 
million-ton  merchant  marine  a costly 
venture. 

Professional  agitators  and  interested 
parties  have  started  a concerted  cam- 
paign to  get  direct  or  indirect  govern- 
mental aid  for  shipping  because  of  its 
obvious  handicaps.  It  should  not  be  over- 
looked that  the  Treasury  already  is  sub- 
sidizing the  Shipping  Board  to  the  ex- 
tent of  at  leo.st  $50,000,000  a year,  a 
sum  beyond  the  most  avaricious  dreams 
of  those  who  sought  subsidies  before  the 
war.  Purthemiore,  there  is  an  insidious 
propaganda  for  discriminatory  action  on 
the  part  of  our  Government,  which  is  apt 
to  lead  the  uninformed  to  illogical  con- 
clusions. 

A STEP  away  from  the  discriminatory 
practices  in  shipping  was  taken  by 
the  United  States  just  after  the  Treaty 
of  Ghent  in  1816,  when  a commercial  con- 
vention was  negotiated  with  Great  Brit- 
ain. In  1818  discriminating  duties  on  the 
trade  with  the  Netherlands,  Prussia, 
Hamburg  and  Bremen  were  abandoned. 
One  by  one  commercial  treaties  with 
most-favored  clauses  were  made  among 
all  the  leading  countries.  Today  the  ship- 
ping of  the  United  States  gets  the  same 
treatment  as  that  of  other  nations  in  any 
port  of  the  world  so  far  as  statutory  pro- 
visions are  concerned,  except  that  certain 
domestic  trades  are  reserved  by  some 
countries. 

Sections  28  and  34  of  the  Merchant 
Marine  act,  1920,  are  a reversion  to 
practices  that  were  discarded  fifty  years 
ago.  Section  28  limits  special  joint  rail 
and  water  rates  to  goods  carried  in 
American  vessels.  If  this  section  were 
applied  long-standing  export  relations 
and  prospects  based  on  the  differential' 
rail  rates  enjoyed  by  Boston,  the  South- 
ern and  Western  ports  would  be  demoral- 
ized, since  these  special  rates  would  ap- 
ply only  to  shipments  made  in  American 
bottoms.  While  similar  retaliatory,  ac- 
tion by  foreign  Governments  is  unlikely, 
foreign  steamship  lines  would  probably 
reduce  their  rates  to  a level  necessary 
to  secure  what  they  might  consider  a fair 
share  of  the  traffic,  and  the  steamship 
conferences  would  doubtles.s  be  realigned 
and  stiffened  against  American  vessels. 

There  are  two  drawbacks  to  the  en- 
forcement of  Section  34,  which  provides 
for  the  abrogation  of  as  much  of  the  ex- 


isting commercial  treaties  and  conven- 
tions as  restrict  the  United  States  in 
the  placing  of  discriminating  duties.  If 
the  treaties  arc  nullified  two  parts  of 
the  Tariff  act  of  1913  automatically 
oonie  into  effect  whereby  a discriminat- 
ing duty  of  10  per  cent,  ad  valorem  is 
imposed  upon  goods  imported  in  foreign 
vessels,  and  a discount  of  5 per  cent,  in 
allowed  on  all  the  duties  imposed  by  the 
act  on  articles  brought  in  by  American 
vessels.  In  the  first  place,  the  inconven- 
icnco  resulting  from  tlio  abrogation  of 
or  wholesale  tampering  with  existing 
commercial  treaties  and  the  retaliatory 
actions  which  would  follow  the  imposi- 
tion of  discriminatory  legislation  should 
cause  the  most  hardy  to  pause.  If  the 
resulting  gain  from  such  action  were 
largo  the  gome  might  be  worth  the  can- 
dle. But  the  advocates  of  these  measures 
have  overlooked  the  fact  that  discrimi- 
nating duties  can  apply  only  to  imports 
subject  to  the  tariff.  Four-fifths  of  the 
volume  of  our  imports  are  on  the  free 
list  The  direct  help  that  our  shipping 
would  secure  from  Section  34  of  the 
Merchant  Marine  act  is  too  small  to 
justify  the  arousal  of  antagonistic  feel- 
ings of  other  nations.  Discrimination 
always  breed.<i  distrust,  and  pays  well 
only  when  other  countries  do  not  re- 
taliate. 

WHILE  the  privately  owned  Amer- 
ican companies  are  in  a none  too 
secure  position,  they  can  be  expected  to 
maintain  themselves  in  large  measure. 
The  real  prubtem  of  our  merchant  marine 
centres  around  the  8,000,000  tons  owned 
by  the  Shipping  Board.  The  700,000  tons 
of  wooden  vessels  can  be  disregarded 
since  eventually  the  commen  sense  of 
the  country  will  demand  that  ships  which 
cannot  possibly  be  of  any  commercial 
value  bo  destroyed  instead  of  cared  for 
at  a monthly  expense  of  thousands  of 
dollars.  The  600,000  toms  of  tankers  for 
the  carriage  of  oil  in  bulk  can  be  expect- 
ed to  find  remunerative  employment, 
since  such  vessels  are  a vital  part  of 
the  wcU-organized  and  paying  oil  busi- 
ness. Of  the  remaining  ships  600,000 
tons  are  passenger  and  6,000,000  tons 
cargo  vessels. 

The  United  States  has  reached  a state 
of  economic  development  where  some  of 
this  tonnage  is  necessary  to  the  succes.'i 
of  her  foreign  trade.  The  domestic  mar- 
ket for  many  of  our  manufactured  prod- 
ucts has  become  too^ small  for  the  en- 
larged output  of  our  factories.  The  sur- 
plus of  each  industry  must  be  exported 
or  the  home  market  vnll  be  demoralized. 
If  our  overseas  trade  is  to  expand  reg- 
ular steamship  services  are  needed  for 
the  punctual  and  careful  shipment  of 
goods,  for  the  convenience  of  buyers  and 
for  the  protection  of  trade  secrets — and 
the  latter  is  by  no  means  the  least. 

The  British  Board  of  Trade,  comment- 
ing on  the  last  point,  says  that  before  the 
war  “ the  interests  of  German  and  also 
of  Dutch  shipping  were  assisted  by  the 
activities  of  two  shipping  associations 
which  collected  from  the  manifests  par- 
ticulars of  all  goods  brought  to  the  Uni- 
ted Kingdom  and  there  traniudupped  into 
German  or  Dutch  vessels.  One  of  these 
associations  was  established  in  (Germany 
and  the  other  in  Holland,  the  latter  work- 
ing in  close  touch  with  the  former.  The 
particulars  collected  included  the  names 
^of  the  consignor  and  consignee,  whether 
oc  not  the  coat  of  trans.ahipment  was  in- 
cluded in  the  ocean  freight  and  so  forth, 
and  this  information  v/aa  made  the  ba.sis 
of  a canvass  at  both  ends  for  the  traftic, 
with  the  object  of  capturing  it  for  Ger- 
many and  Holland  to  the  benefit  of  the 
manufactureni  and  of  the  ship  owners  of 
the  two  countries  respectively.”  Many 
American  exporters  will  testify  to  the 
financial  value  of  protecting  trade  se- 
crets, and  will  agree  that  the  interests  of 
our  expanding  trade  demand  a certain 
amount  of  American  shipping. 

Since  it  is  not  necessary  to  import 
large  quantities  of  bulky  commodities 
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our  need  is  restricted  largely  to  liner 
services  for  carrying  miscellaneous  man- 
ufactured articles.  The  passenger  and  a 
small  part  of  the  cargo  tonnage  we  pos- 
sess can,  perhaps,  be  profitably  em- 
ployed; the  balance  of  our  ships  might 
as  well  be  sold  abroad  or  junked.  This 
country  is  not  poor  enough  to  be  pains- 
taking, which  means  that  we  have  not 


and  perhaps  will  not  develop  the  genius 
for  handling  tramp  ships,  and  most  of 
our  tonnage  ia  best  adapted  for  tramp 
services.  The  poorer  countries— Scandi- 
navia, Greece  and  Spain — which  have  few 
domestic  resources  and  industries  Chat 
are  as  remunerative  as  shipping,  will 
continue  to  be  the  best  tramp  operators 
of  the  world,  together  with  Great  Brit- 


ain, to  whose  widespread  empire  shipping 
is  a vital  necessity. 

Since  our  shipping  problem  has  become 
almost  predominantly  political  any 
prophecy  on  the  basis  of  the  economic 
elements  of  the  situation  is  dangerous. 
It  will  be  extremely  difficult  for  the 
country  to  shake  off  the  Shipping  Board 
and  to  get  a businesslike  settlement  of 


the  issue.  But  in  the  next  few  years  it 
seems  logical  to  expect  our  shipping  en- 
gaged in  foreign  trade,  exclusive  of  tank- 
ers, to  decline  from  the  war-stimulated 
maximum  to  an  amount  perhaps  four  or 
five  times  larger  than  in  1914.  but  cer- 
tainly not  to  remain  fifteen  times  as 
large  as  the  tonnage  figures  today  in- 


Small  Hoarding  of  Foodstuffs 


in  Cold  Storage 


By  I.  C.  Franklin 

Federal  Bureau  of  Market  and  Crop  Estimates 


^iiiiiiiuiiiiiiinMlIIIIIIIHIIllllllTOHE  cold-storage  in- 
H H dustry  is  the  Ice- 

H I nation’s 

H ^ I 1 I kitchen.  It  ope- 

H I I voir  of  food  prod- 

H H nets.  Its  function 

limit  the  range  of 

prices  throughout  the  year.  Storage  fa- 
talities suggest  hoarding  to  the  average 
person,  who  sees  the  possibilities  and  as- 
sumes that  this  is  one  of  the  practices 
indulged  in  by  warehouse  operators.  Ac- 
curate records  of  stocks  on  hand  in  cold- 
storage  houses  arc  compiled  monthly  by 
the'Bureau  of  Markets  and  Crop  Esti- 
mates, United  States  Department  of  Ag- 
riculture. The.se  indicate  that  supplies 
are  seldom  carried  over  twelve  months 
or  Into  the  next  production  season,  ex- 
cept in  relatively  small  quantities.  The 
average  person  who  cries  out  against 
cold-storage  foods  or  cold-storage  manip- 
ulation also  overlooks  the  fact  that  the 
cold-storage  warehouse  operator  is  the 
owner  of  the  goods  that  he  stores  only 
in  exceptional  cases.  He  merely  rents 
space  that  is  suitably  arranged  for  the 
storage  of  foodstuffs. 

Charts  summarizing  the  result  of  six 
years  of  study  of  cold-sthrage  holdings  of 
butter,  eggs  and  frozen  turkeys  show 
that  a low  point  in  the  amount  of  eadt 
commodity  stored  is  reached  each  year. 
Holdings  of  case  eggs  go  practically  to 
zero  March  1.  The  lowest  storage  point 
for  butter  is  reached  May  1,  when  the 
average  is  less  than  500,000  pounds  in 
storage,  and  for  frozen  turkeys  it  is  Nov. 
1,  when  approximately  1,500,000  pounds 
are  in  storage.  “ Hoarding  ” would,  of 
course,  be  practiced  after  the  peak  of 
the  movement  into  cold  storage  had  been 
reached.  The  amount  withheld  would 
necessarily  have  to  come  into  the  mar- 
ket at  some  later  period  within  the  year, 
a condition  not  shown  by  the  charts 
made  from  the  reports  on  these  conunod- 


A PPROXIMATELY  8 per  cent  of  the 
number  of  eggs  produced  are  held  in 
cold  storage  at  any  one  time.  From  prac- 
tically zero,  March  1,  holdings  reach 
their  maximum,  about  7,000,000  cases, 
around  Aug.  1.  Usually  the  movement 
into  storage  begins  April  1.  In  1921, 
however,  the  mild  weather  stimulated 
production,  and  the  upward  movement 
began  a month  earlier  than  usual.  The 
high  point  of  the  year  was  reached  at 
tHe  usual  time,  Aug.  1,  when  a total  of 
7,604,996  cases  were  in  storage.  The 
movement  out  of  storage,  which  began 
,soon  after  Aug.  1,  was  somewhat  greater 
than  the  five-year  averages  for  compara- 
ble months  until  October.  In  this  month 
1,882,295  cases  moved  into  consumption, 
or  26  per  cent,  of  the  total  stock  on  hand 
Aug.  1.  The -1921  movement  out  of  stor- 
age for  October  was  508,296  cases  great- 
er than  the  five-year  average  movement 
for  this  month. 

It  will  be  noted  that  the  large  move- 
ment of  eggs  into  storage  took  place  in 
March,  April  and  May  for  1921.  In  these 
months  the  average  wholesale  price  of 
storage  packed  firsts,  taking  New  York 
as  a basis,  was  about  29  cents  per  dozen. 
To  this  must  be  added  the  storage 
dbarges — interest  on  loans,  insurance 
and  handling  costs,  which  would  bring 
the  costs  of  the  eggs  out  of  storage  to 
about  S4K  cents  per  dozen.  Refrigerator 


firsts  were  quoted  wholesale  Nov.  30  in 
New  York  at  38  to  40  cents.  In  Novem- 
ber the  wholesale  price  ranged  between 
36  and  40  cents.  On  Nov.  30  the  whole- 
sale price  of  fresh-gathered  extra  firsts 
was  quoted  at  64  to  68  cents,  a difference 


of  from  26  to  28  cents  per  dozen.  It  can 
be  readily  seen  that  this  difference  in 
price  makes  it  attractive  for  the  mer- 
chants to  sell  cold-storage  eggs  as  fresh 
«gffs. 

This  has  been  done  in  New  York  1' 


the  wholesalers  to  some  extent,  and  by 
the  retailers  to  a much  greater  extent. 
New  York  State,  generally  speaking,  has 
a good  cold-storage  law,  and  it  is  being 
administered  as  well  and  as  efficiently 
as  means  at  the  command  of  the  adminis- 
trators will  permit,  but  they  are  handi- 
capped by  factors  beyond  their  control. 
For  instance,  eggs  marketed  in  New 
York  have  been  and  are  stored  outside 
of  New  York  without  cold-storage  marks 
being  placed  on  the  cases  as  required  by 
the  New  York  State  law.  These  places 
of  storage  arc  outside  of  the  jurisdiction 
of  that  law,  although  the  goods  them- 
selves, if  brought  into  the  State,  come 
within  its  jurisdlctioiL 

When  the  eggs  come  into  New  York  it 
is  almost  impossible  to  trace  their  his- 
tory without  package  marks.  This  state- 
ment can  apply  as  well  to  other  commod- 
ities. The  only  remedy  for  this  is  Fed- 
eral cold-storage  legislation  that  will 
control  interstate  commerce,  and  compel 
the  marking  of  the  more  commonly  used 
cold-storage  goods  that  have  been  so  held 
for  longer  than  thirty  days  entering  into 
such  commerce. 


T N October.  1921,  793,000  pounds  of 
turkey  were  received  for  storage  and 
1,070,000  moved  out  of  storage,  which 
showed  a net  decrease  of  stocks  held  in 
the  country  of  277,000  pounds.  The  high 
point  of  storage  for  turkeys  is  Feb.  1, 
and  the  low  point  is  Nov.  1.  In  the  chart 
of  the  five-year  movement  a peak  of 
storage  holdings  is  shown  for  Nov.  1, 
1917,  which  resulted  from  the  prepara- 
tion of  stocks  of  turkeys  by  the  War  De- 
partment for  the  army  on  Thanksgiving 
Day. 

The  reports  received  by  the  Bureau  of 
Markets  and  Crop  Estimates  show  that 
approximately  18  per  cent,  of  the  sea- 
son's holdings  of  frozen  turkeys  are  re- 
ceived in  December  and  30  per  cent  in 
January.  This  results  from  the  fact  that 
the  producer  and  distributer  store  the 
surplus  remaining  from  the  Thanksgiv- 
ing and  Christmas  markets.  The  high 
prices  that  obtained  for  fresh  turkeys 
at  Thankgiving  time  were  due  to  a tem- 
porary shortage  of  supply  in  the  hands 
of  the  wholesaler  and  retailer. 

Statistiaans  figuring  on  the  supply 
and  demand  for  turkeys  in  the  Wash- 
ington (D.  C.)  market  prophesied  that 
dressed  tui^eys  would  retail  there  at  79 
cents  per  pound.  Fortunately  for  the 
consumer,  the  cold-storage  stock  coming 
into  the  market  balanced  tbe  price  down 
to  65  cents  a pound,  which  was  14  cents 
less  than  had  been  anticipated. 

The  stock  of  hotter  in  cold  storage  in 
1921  followed  the  general  trend  of  that 
of  the  other  five  years,  being  the  lowest 
about  May  and  the  highest  Sept  1.  The 
amount  of  bntter  in  storage  at  thi»  time 
was  less  than  that  at  the  peak  of  any 
of  the  other  five  years  under  considera- 
tion. About  9 per  cent  of  the  total  pro- 
duction of  butter  is  in  cold  storage  at 
an)'  one  time.  The  same  general  condi- 
tions obtain  in  respect  to  the  other  com- 
modities to  be  found  in  quantity  in  cold 
storage,  the  difference  being  a matter  of 
degree. 
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National  Housing 


Trend  for  Three  Decades 


By  George  H.  Bruns 


0HE  housiivg  short- 
age and  the  abnor- 
mally high  costa  of 
building  (see  An- 
nalist, Nov.  29) 
apparently  have 
not  yet  seriously 
disturbed  the  pro- 
portion existing  be- 
tween homes  owned 
and  rented  in  .the  United  States  when 
the  actaa)  dwellings — the  physical  proi>- 
erties — are  considered  as  a whole.  The 
percentage  of  homes  owned  (mortgaged 
and  unencumbered)  decreased  from  46.1 
per  cent  to  45.8  per  cent  to  45.6  per 
cent  from  1900  to  1910  to  1920.  respect- 
ively, or  a decrease  in  each  decade  of 
three-tenths  of  1 per  cent  and  two- 


tenths  of  1 per  cent  The  actual 
numerical  increase  of  renters  was 
greater,  of  course,  in  each  decade,  owing 
to  the  continuous  increase  in  the  num- 
ber of  families.  The  number  of  rented 
quarters  increased  from  8,365,739  in  1900 
to  10.697.896  in  1910,  and  to  12,943,698 
in  1920.  But  the  number  of  homes  owned 


(mortgaged  and  unencumbered)  also  in- 
creased from  7^59,362  to  9,083,711  to 
10,866, 96<Lin  eath  ten-year  period;  owing 
to  the  natural  increase  in  the  number  of 
families. 

As  indicated  in  the  attached  chart,  the 
tendency  of  American  families  to  become 
renters  instead  of  home  owners  has  con- 
tinued to  increase  as  the  population  has 
increased.  The  increase  in  renters  is 
disproportionate  to  the  increase  of  own- 
ers and  families  and  is  a progressive  in- 


Thc  official  definition  of  home  as  “ the 
abiding  place  of  a single  family,  not  nec- 
essarily denoting  an  entire  .dwelling 
which  may  house  many  families,  and 
therefore  include  many  homes  ” gives  no 
clue  to  the  statistical  procedure  to  be 
followed  when  two  or  more  families,  re- 
lated or  otherwise,  share  the  premises. 


In  making  these  compilations  number  of 
families  and  number  of  homes  have  been 
considered  identical. 

Common  experience  or  casual  inquiry 
in  every  large  city  or  small  town  reveals 
that  premises  are  being  shared  by  two 
or  more  families.  It  is  in  these  lost  iden- 
tities that  definite  figures  concerning 
the  housing  shortage  must  be  obtained. 

As  the  proportion  of  home  owners  de- 
(dines  the  percentage  of  owners  whose 
property  is  mortgaged  increases.  A 
wider  adoption  of  the  partial-payment 


plan,  which  ultimately  satisfies  the  mort- 
gage and  leaves  the  property  free  and 
clear,  would  remedy  this  situation.  The 
advantages  of  a home-owning  majority 
in  a nation  arc  so  evident  that  the  fur- 
therance of  this  end  would  justify  any 
practical  means  of  accomplishment. 
American  ideals  were  conceived  in  the 
hearts  of  home-loving  men.  In  pursuit 
of  the  inalienable  right  to  possession  of 
a home  hardy  spirits  in  every  age  have 
invaded  the  wilderness.  Traditions  can 


never  centre  about  the  temporary  resi- 
dence, and  rented  quarters  are  of  indef- 
inite tenure,  regardless  of  the  length  of 
occupancy.  It  is  incredible  that  in  the 
United  States,  with  its  vast  resources  of 
natural  wealth  and  freedom  from  evils 
of  ovcrpopulatioD,  only  45.6  per  cent 
of  the  people  own  their  place  of  abode. 
It  is  to  this  per  cent  of  the  population 
that  the  nation  must  look  for  the  perpet- 
uation of  its  institutions.  An  increase  in 
this  percentage  is  a corresponding  in- 
crea.se  in  the  stability  of  the  nation. 


Lessons  of  the  French  Turnover  Tax 


Continued  from  Page  SSS 


after  the  first  of  July,  1920,  and  was 
first  collected  in  August,  so  that  the 
Government  reedpts  in  any  one  month 
were  based  on  the  turnover  of  the  pre- 
ceding month.  Receipts  of  approxiinate- 
ly  460,000,000  francs  were  expected  from 
the  turnover  of  each  of  the  last  four 
months  of  1920.  But  the  tax  fell  off 
from  month  to  month.  For  September, 
1920,  it  produced  234,000,000  francs  in- 
stead of  the  expected  460,000,000.  For 
October  the  receipts  dropped  to  205,000,- 
000  francs.  For  November  they  dropped 
to  203,000,000.  and  for  December  to  a 
still  lower  point,  183JX)0,000.  The  budget 
deficits  assumed  large  proportions,  due 
principally  to  the  disappointing  receipts 
from  the  turnover  tux.  The  results  were 
explained  in  several  ways.  It  was  said 
that  the  tax  was  too  complicated  to  be 
readDy  understood,  and  that  many  bud- 
ness  men  had  not  paid  because  they  did 
not  understand  that  their  own  businesses 
were  among  those  liable  to  the  tax. 
These  explanation.^  were  not  adequate  to 
explain  the  fact  that  the  receipts  were  at 
first  fairly  large,  but  were  constantly 
decreasing,  and  the  suspidon  that 
evBson  might  become  general  had  al- 
ready begun  to  take  root  at  the  dose  of 

1920. 

Receipts  for  the  month  of  January, 

1921,  touched  a new  low  mark.  151,000.- 
000  franca.  The  Ministry  of  Finance 
was  compelled  to  explain  the  "obvious 
error  in  the  evaluations  of  the  returns 
idiich  tliis  tax  would  give.”  ingtgaH  of 
the  promised  two  billion  francs,  the  tax 
had  produced  less  than  one  billion.  The 
continued  fall  was  again  explained  by  the 
statement  that  the  public  failed  to  un- 
derstand the  tax;  that  it  was  sOmefimes 


paid  upon  sales  instead  of  upon  tom- 
over;  and  that  it  was  even  paid  in  cer- 
tain instances  upon  the  volume  of  pur- 
chases. 

The  budget  of  1921  showed  the  influ- 
ence of  low  receipts  from  the  tax. 
The  monthly  estimates  of  receipts  were 
reduced  and  the  figure  placed  at  241,- 
000,000  francs,  or  2,900,000,000  for  the 
year.  Even  at  this  lowered  figure  th« 
turnover  tax  failed  to  meet  expecta- 
tions. In  connection  wito  the  receipts  of 
only  147,000,000  francs  in  March,  1921, 
the  Minister  of  Finance  made  the  fol- 
lowing statement; 

As  in  the  preceding  months,  the 
deficit  of  returns  as  compared  with 
budget  estimates  is  priscip^y  due  to 
the  small  sums  yielded  by  the  turn- 
over sales  tax  and  to  the  marked  fall- 
ing off  noticed  in  customs  returns. 
Both  of  these  defiuts  are  directly 
traceable  to  the  phase  of  commerri^ 
and  induEtrial  readjustment  through 
which  France,  in  common  with  the 
of  the  world,  is  pas.sing.  On  the  other 
hand,  certain  important  taxes— regis- 
tration, stamp,  Government  monopo- 
lies, tuu,  continue  to  show  returns  in 
excess  of  budget  estiitiates. 

Tlie  statement  fails  to  make  a clear 
case  for  the  industrial  depression  as  the 
cause  of  the  falling  off  of  receipts  while 
certain  other  taxes  remained  productive 
and  while  the  rate  of  decrease  in  the  re- 
ceipts from  the  turnover  tax  appeared 
to  have  diminished.  Evidence  was  soon 
to  be  produced  to  show  that  there  were 
more  pennanent  defects  in  the  tax. 

A climax  in  the  history  of  the  turn- 
over tax  came  in  June,  1921,  when  the 
Finance  Committee  of  the  Chamber  of 
Deputies  proposed  to  double  the  turnover 


tax  and  at  the  same  time  to  reduce  the 
tax  on  wines,  which  is  an  agricultural 
fay  The  pent-up  irritation  against  the 
turnover  tax  burst  forlli.  Opponents  of 
the  tax  contended  that  it  was  so  gen- 
erally evaded  by  such  methods  as  that 
of  skillful  bookkeeping  that  it  was  mere- 
ly a tax  on  honest  men.  In  any  case  it 
was  said  to  be  a " city  tax ''  and  one  of 
the  influences  in  the  tax  system  under 
which  business  men  were  far  more  heav- 
ily taxed  than  farmers.  The  Temps 
claimed  that  two-thirds  of  the  merchants 
evaded  the  tax  and  that  it  was  actually 
a tax  on  the  remairuDg  onc-third;  that 
is  was  a tax  only  upon  those  who 
wished  to  psy;'and  that  the  exenption 
of  fanners'  co-operatives  was  unjusL 
Other  opponents  asked  that  if  the  tax 
were  to  continue  at  all  farmers  should  be 
made  to  keep  books  and  to  pay  the  taxes 
on  business  transactions  which  they 
were  almost  universally  escaping.  The 
opposition  become  so  lively  that  the  sug- 
gestion of  doubling  the  turnover  tax  was 
withdrawn  the  day  after  it  was  made, 
although  the  Minister  of  Finance  " re- 
served the  right”  to  make  the  move  at 
a later  date.  The  uproar  had  served, 
however,  to  make  dear  two  results  of 
the  use  of  the  turnover  tax— the  large 
amount  of  evasion  and  the  cleavage  be- 
tween the  agricultural  and  the  business 
interests  with  respect  to  this  tax. 

The  French  turnover  tax  has  been  pro- 
ducing about  150,000,000  francs  monthly 
in  the  last  few  months.  This  is  about 
one-third  of  the  amount  which  it  was 
first  cstimatod  to  yield,  and  about  90.- 
000,000  francs  below  the  present  modi- 
fied budget  estimates.  The  whole  situ- 
ation is  disappointing,  but  the  financial 


administration  is  still  comforting  itself 
with  the  hope  that  when  the  business 
world  becomes  accustomed  to  the  tax  the 
receipts  will  show  up  in  better  form.  It 
has  been  said  that  a Frenchman  will 
gladly  die  for  his  country,  but  that  noth- 
ing can  force  him  to  pay  taxes  for  his 
country.  The  recent  experience  of 
France  vrith  other  forms  of  taxes  shows 
that  there  is  little  in  this  legend,  for 
France  is  now  heavily  taxed,  and  it  has 
even  submitted  to  that  much-dreaded 
direct  tax,  the  income  tax.  The  trouble 
with  the  sales  tax  lies  elsewhere. 

rlE  lessons  for  the  United  States  are 
clear.  The  two  diief  dangers  of  the 
sales  tax  are  the  possibilities  of  evasion 
and  the  inequality  of  application  to  agri- 
cultural and  business  classes.  Much  of 
the  argument  which  is  now  being  carried 
on  which  such  vigor  in  the  United  States 
binges  upon  tlie  question  whether  or  not 
the  sales  tax  is  a con.«umption  tax. 
the  tax  is  paid  by  only  onc-third  of  the 
merchants,  as  is  the  case  in  France,  ob- 
viously it  .seldom  reaches  the  consumer. 
It  is  only  in  case  a law  can  be  so  framed 
and  an  administration  so  perfected  that 
the  greater  part  of  the  evasion  is  elim- 
inated, that  arguments  concerning  the 
incidence  of  the  tax  have  force.  And  it 
is  only  in  case  evasion  is  made  impos- 
sible and  in  case  the  tax  does  become  a 
conBomers'  tax  that  tho  cleavage  of  In- 
terest between  the  agricultural  classes 
and  the  business  classes  can  be  glossed 
over.  In  short,  the  French  experience 
shows  that  many  of  the  issues  So  fre- 
quently recited  in  this  country  have  little 
actual  relationship  to  the  problems  which 
the  use  of  a turnover  tax  actually  pro- 


I New  York,  Monday,  December  12, 1921 


THE  ANNALIST 


561 


The  Annalist  Barometer  and  Business  Index  Line 


THE  ANNALIST 


New'York.  Monday,  December  Vi,  l!)21 


Curve  of  the  Food  Cost  of  Living 


it  a thcorcti^  famUy’s  food  bud^eL 


BAROMETRICS 

-cm 


The  State  of  Credit 


Potentials  of  Productivity  and  Measure  of  Business  Activity 

B METAL  BAROMETER 


l¥Ti  111 


<:ho:»2;5to 

-?£i4r'  -*-!ar  -"“irs 


zM  m i-i  1 m 11 


fftftfff 

*5  ■?.  T.  1 'T.  r,  1 

; n~ji!SS 


ilipr- 


New  York,  Monday,  December  12, 1921 


THE  ANNALIST 


563 


Federal  Reserve  Gold  Holdings  and  Total  Stock  of  Gold 


Actsai  coiidiuon  Statements  of  the  Federal  Reserve  Banks 


OUL  L Diet,  r 

Boston.  New  York. 
. .$24it.TSS.0U0  fl.02S.8ff7.00D 


27.35S.UOO 

U.3O.3.000 

(».702.00»‘ 

06.201.000 

8UAc 


Phlladelphle.  QevelnDd-  Rlchmoi 

S214.TSO.000  S2M.022.000  SffS.SlB.i 

ff7.lS0.00n  3S.140. 


l.TI&nOO  ie8.014,0> 


36.233.000 

.i3'.ooo!ooo 

lOT.lSD.OOO 

44 


Diet  S.  Dlat.  10.  DM.  11,  DO 
HI  no  en  polls,  KmoiM  City.  Delles  Sen  F 

ST.2.032.000  SS2.035.000  627,777.000  S2S2, 


Federal  Reserve  Bank  Statement 


der&l  RKScrve  B&nks  compares  a 


1 sold  held  by  banka.. 


r notes,  silver,  Ac.- 


Unlt^  Stales  tends  a 
U.  8.  ccrtmcates  ol 
ccrUflcalcs  (PItUnar 
Municipal  warrants 


icmment  franchise 


I Keserve  notes  li 


cold  reserves  to  Federal  R“®rve 
I clrculaUon  after  setU^  aalde  S3 
. ncplnst  deposit 


Dec.  7,  1021 
. J4Sl.OtS.000 

^8iw7,^(W 

67;7«;666 

. J941.2SO.000 

$&5f.2n3.000 

$673,531,000 

'll.\639,000 

■iSlATT.OOO 

$2.03.%2T1.000 

1.. ,130.000 

.J2, 990.633,000 

S2.OSO.142.OO0 

$2,212,407,000 

. 437618.000 

476,360.000 

: m’lmlSoo 

't2;0m;ooo 

.H.2M.W.OOO 

■ ^;^ooo 

227,000 

ill  II 

$2,961,329,000 

28.926.000 

259475.000 

68.919.000 

.f1.4,'>3.068,000 
33.381  .OOP 
i- 

7.&i.OOO 

.M2422.000 

19.476.000 

$3,318,749,000 

17.638.000 

11487.000 

^^'ooo 

..$3,018,538,000 

$5,041,306,009 

$8,233,038,000 

$103,101,000 

313.SM.000 

ffiasss 

52i337i000 

45.013.000 
1,670,362,000 

26.333.000 

38.394.000 

' 24.511.000 

lliii 

$1,742,930,000 

2.306,006.000 

73.882.000 

$1,811.(773,000 

3,311,842,000 

214.523.000 

516.034.000 

113.948.000 

'mI^ooo 

..$3,018,538,000 

$3.0H.396.00D 

$8,233,038,000 

73.1H 

72.7% 

•44.5S 

Statement  of  Member  Banks 


Federal  Reserve  Braneb  ClUeo 


664 


THE  ANNALIST 


New  York,  Monday,  December  12,  liH! 


1UH 


iiiiiiigiiiillgiiii  ^ i iisfgli:  Igslieiriiisi 


New  York.  Monday,  December  12, 1921 


THE  ANNALIST 


565 


New  York  Stock  Exchange  Transactions — Continued 


566 


THE  ANNALIST 


New  Yo7‘k,  Monday,  December  12,  W2I 


New  York  Stock  Exchange  Transactions — Continued 


New  York,  Monday.  Deceritber  12, 1921 


THE  ANNALIST 


667 


New  York  Stock  Exchange  Transaction»r-Continued 


S.,|Jf||!i!l|aISU3JSi|5j851=.ajSiiB  a|SS  |583|«g|  S|aj|aj|3Jr,JSi5aa!33|SS 


THE  ANNALIST 


New 


12,  t!)2l 


The  Trend  of  Bond  Prices — Average  of  40  Listed  Issues 


Stock  Exchange  Bond  Trading 


New  York,  Monday,  December  12, 1921 


THE  ANNALIST 


Stock  Exchange  Bond  Trading- 

— Continued 

High  Ixiw  Balaa  High  Low  Last  Ch'ge 

^ ^ 3 SLP..  M.  4 M.M.C.to  MS  MX  MS  -f  X 

High  Low  Salea  High  Low  Leal  Cb'ge 

17S  34  n!  y.  fea  ref.  43*  Ss  34  3?*  - IS 

3D4  ITS  32  ■ N.  V.  Rya.  lac  of  d.  34X  BS  24  - 3 

a 33  47  Scab.  A.  L.  ref.  4a. . 34  33  33S  + X 

30X  14X  lOII  Scab.  A.  L.  adj.  5a.  15S  14X  ISX  + S 

clfe.  of  depoelt....  CX  3 m + IX 

iniS  ^ *|w  N-yT el^L^lj.iValOlS  1^  + S 

wx  ^ IS  n|m-  r*  i«  to.*!  MS'  w.s  ws 

M la  Saab.  A_  L.  eon.  fla..  42  40  4IS  — S 

lOOX  8USII40  Sinclair  OH  7Sa.  . lonx  DUS  UOX  + X 

IM  SOX  u Bo.  Bell  Tel.  to 91  OZX  «S  + X 

MS  MS  45  Bo.PortoIllcoSug.  Ta..  9SX  05X  0.%X 

10^  S'*  *2?  So  + X 

MX  n w So!  rac.  «°^  4a.!!!  m m'*  w — ix 

97JM  88.40  '^.501  Uli.  3d  IXa.'at.'S*  mS  97!«  9t2  - C 
08.14  >C|.T4  IS.TIHX  LR>.  4th  4Xa. '33-38  9K.I4  97.12  «7AD  — 73 

MIS  TIIX  SU  Norf.  4 W.  eon.  4*. . MX  -MS  ««  + S 

lOOS  on  M N.  4 W cv.  6« IK>S  103  106  - S 

S3X  74  34  Norf.  4 W.  Dev*I  4a  tOX  81  K3  4-  4S 

103S  lOOX  1 N.  4 W.  New  IL  Oa.IOSS  103S  I02S  + 1 
ess  TOX  1 N.4W.tNxM.C.4C.4a.  83  K3  |Q  — s 

tits  UX  40  Northern  Padflc  3a..  02  01  OOX  - X 

91X  MX  101  Soim.“io-.  lat'to'.'^?  sis  MX  ^ -”s 

« U 311  8oulh.  Ry,  gen.  4a..  nsx  <B  <SX  - X 

09  RTS  19  So.  RyAI.4  O.ool.4a  IB  OOX  CUS  — S 

93S  85  3 Bland.  Milling  to....  UZX  USX  U2X  + IX 

lo^  'oix  n cai.7e.icns  me  ion  - s 

38.  reg 97j«  97-13  »7.12  AO 

lin.02  05.80  4.437  Vic.  3Xa.  l92>-23. 100.02  99.06  100410  4 U3 

W.M9^  ^.^4^’'33-a.r»!  ^ ^ 

100  UOX  713  N.'  r..  ci.N.]t.t.6Sa.I07X  lOOS  lOOX  — S 

ion  SIX  13  Nor.  8L  l>.  ref.  0a..l00  PP  90  .. 

on  70  0 Nor.  8L  r.lat4raf.aa  ffl  MS  f«X  + X 

IOnS  90  I43  N.  W.  Bel.  Tel.  7a..lOTX  107  107S  — X 

90S  33  Che.  4 CSI.  lat  to..  SOX  USX  95X  — X 

OTHER  GOVERNMENT  BONDS 

49  40X  31  Chlncac  Govt.  .5a 44X  44  44S  -I-  X 

l(»S  93S  37  City  of  Berne  8a icacx  107  108 

ill  74  345  City  of  Bordeaux  to..  MX  MS  sm  -t-  X 

ICK),  (H  II  c.  of  Chrlailanla  la.KWX  iOTS  K77S  — 1 

inos  07X  IT  Ore.  Short  L.  let  «a.KKS  lOOS  lOOS  + S 
W 73  a Ore.  Short  L.  ref.  4a  » fBtx  MS  — I 

!«S  MS  37  Oro.  B.  L.  lat  000.6S  UOX  « 90X  + IS 

>«  OTS  10  Ore.  W.  !L  B.4  N.4a  7tfS  7I1S  T7X  — 3S 

01  U lU  73  + 2S 

34  33  3 DLSTKr'a  D.  rvf.lB  53  55  33  .p  It 

MS  B » Un.  Pac  1«  rrl.  4a  tU  ..** 

HI  T4S  2Z7  <a&  of  Lyona  to  ..  MX  6ES  MS  — X 

HI  74  201  City  of  Maraclllea  to  MS  MS  S9S 

Hex  97X  202  at>  of  n.  de  Jan.to.l(e  101  101  - S 

6C  43  3S  City  of  Toklo  to «5  OX  OA  + IX 

lOHS  MX  47  City  of  Zurich  8a KRS  107  108  4 I 

loss  95S  30  Dan.  Mun.  a.  fJia-A.IOKS  107  108  4 1 

ffiX  in'*  111  Fan.  Am.P.4  T*^^*9TS  ^Ss  '®X  — IS 
^ UX  P^.  ^ B^4a MS  ^ 90S  +.  X 

87  70X  3 Perm.  4a.  1«4» 87  MX  «7  + S 

89  74X  133  Penn!  gen.  4Sa S7S  MX  MX  — X 

107  94S  157  Penn.  OSa  IOCS  103%  KM  — 2 

lOTS  100  07  Pann.  goId7a incs  105S  WOS  + S 

100  WX  44  Union  Pac  Oj 10^  JOIS  Iffl''  ' 

HMS  lOOX  4S  Un.  Tank  Car  «i.  Ta.KMS  I03S  161  4.  X 

106X  98  117  United  Dttig  cv.  Sa..lfB  lOI  I1MH  I X 

to  Sx  '*■  u“‘s  R^aj'^4”'“  ‘ M 75-1 

100  03S  IM  U.  a Steel  to ^ ^ ^ +"x 

mx  of*  7^  PrenSi'^Svlf  to.'f  '.'.ioos  Sx  »X  - *S 

ins  KIX13S7S  French  Govt.  TSa...  96X  MX  MX  + X 

KTX  75  173  Jap.  4Sa.  2d  87  MS  MX  + X 

71  M LSI  Jap.  4a.  aler.  loan...  73  70S  71  4 IS 

106  U5S  247  King,  of  Belg.  7Sa..m4X  IM  IM  - S 

9TX  87  131  Slog,  of  Belg.  to.  ..  90X  OOX  95X  — X 

MX  as  19  Peo.  O.  4 C.  C.rto.  sax  84X  OS 

mix  84  4 Peo.  O.  4 C.  eon.  Oaioix  lOlX  lOIX  + IX 

no  M U Peoria  4 E.  lat  4a..  60  OS  06  -t-  X 

» IS  6 I>eorU  4 E.  Inc.  4a..  20  19S  I9S  — S 

WX  W ^6  Philo.  to.-23  ^ ^ 9^  .. 

9*  wx  R Utah  4 North,  lat  to  IB  90  99  + 3S 

MS  90S  18  VA..CAB.  CH.  tat  Qa  USX  MS  »4X  - I 

oSt  S'*  'll  Vt!^r  S ST'to  9?*  “ - IS 

MS  TO  M vH:  Ry^'l,t  '3rr:.„  “l  Sx  Sx  “ X 

100  OCX  ISS  K.  of  B^g.  Sa.  reelalOh  lOtX  lOfX  — X 

loss  9RX  117S  King,  of  Den.  ha inn  IOTS  106  - S 

92  bl  134  King,  of  Italy  6Sa..  9IS  90S  91S  4 S 

nos  70S  F)  Kliw.  Of  Norway  SaJOOS  lOBS  lOBS  — 1 

9TX  »S  107  King,  of  Swaden  Oa.  96X  95X  05X  - IS 

4Sa.''8etiea  I MX  MS  8SS 

lors  as  27  Porto  Rico  Tob.  4a.lQ3S  la  lOSS  + S 

K-%  STX  30  WABASH  lat  to 92X  93  02  — I 

87  73  34  Wabaah  2d  to M S3  85  % 

M ^ ^ ^ ^ ^ 

lot  98  IS  Port  n»..L4  P.7Sa.lM  IM  100  ’ 

70S  STX  49  Public  Bervlre  to...  7GX  70  7«X 

K3  71X  110  READING  gen.  4a..  81X  81  SIS  — S 

STS  73  1 Rdg.^.  C.  coll.  4a..  STS  8TS  8TS  - 2S 

W SI  » Hep,  1.  4 8.  to.  MO.  M 91  » + 2X 

M ^ 15  w2n''shw!a  4*’'’'**  gT*  * 

78  oo  6 Weat  Shore'la!  ra*.  78  77  77  - X 

90X  imt  37  Waatern  Electric  Ba.  SOX  99  DOS  + X 

2,  _}  W.  N.I.  4 Pa.gvn.4s  S6X  06X  86X  — X 

104  9SX  00  Bap.  of  Uruguay  Si.lOSS  mS  I02X  — IX 

106X  98X  161  State  Quesal'd  Ta..lOSX  IOTS  K77X 

1I3S  103%  73  Swiaa  Coofed.  afAa.lUS  I12S  U3S  + S 

09X  MS  798  UJC.Gl.B.4  lASa'S  09X  99S  90S  + X 

M ^ lie  OOj^tr^  « ns  4I2S  — S 

84  ^ 39  fu'  U.’  L "Jif  4 ^ *”'*  **'*  ** 

TOX  SO  3SV  St^^'^4S.p!'w3^to  ^ ^ ^ — S 

90  ^13  W.U.TeLreal  a«.4Sa  Dll  MS  MS  .! 

lOiX  « 50  W.  U.  Tel.terap.6Sa.107X  107  I07X  + X 

«5X  88  1 W.  O.  Tal.  col.  tr.  to  KSX  9EX  93X  + 2 

lOSX  94%  90  Waat'bcuae  E.4H.7a.]06X  KB  I06X  — X 

MS  SIX  24  Wheel.  4 L.  B.cnai.4e  MS  CBX  S3S  - X 

S7S  47  23  Wboel.4  L.E.ref.4Sa  57S  37  57S  . 

99  90  S3  Wkkwlre  SInel  to...  09  9TS  9S  + S 

MS  83  STBS  UJf.Ct.B.4  IASa!-37  »X  ^ ^ -!-  'x 

SOX  40  I23S  u!  s!  of  Mexira  to!!'m  'u  4-  s 

43X  20  34  U.  S.  Of  Hexko  4e. . 40%  3BS  40S  -f  S 

Total  aalea ^U.42!..50o 

UT  84X  44  Bt.  L.  4 B.F.pr.lb.Oa  9CS  K » — 1 

74  6IX  2M  Bt.  L.  4 B.  P.  adJ.Oa  73S  72  73X.  - X 

X>X  44X  4M  8t.  L.  4 a P.loe.  6a  atX  S3X  63%  — X 

f®  7TS  78  Wllaon  4 Co.  ev.  6a..  HO  MS  » + S 

78  tOX  76  Wla.  Cent.  gen.  4a...  77S  7B  77S  -f-  S 

TSX  03  07-  W.  C.  Sup.  4 O.L.4a  78X  H HX  — 1 

9IX  78%  1 4a.  1957  91S  9IX  91%  4 X 

97X  83X  4 4X9.  1900  97X  97%  97X-I-2S 

97X  87X  1 4Sa.  1903  KB  KB  102  4 4% 

mix  87%  13  4Sa.  I9S5  KB  lOlX  lOlX  4 X 

76  62X  ITT  8L  L.  4 aW.  lal  4a  T6  74  TOX  — X 

73S  OOX  42  8t.  L.  4 B.W.  reo.4s  T3S  71S  TIS  ~ X 

78S  0»t  43  aL.4  aW.lM  Ter.Sa  74  TOX  7IS  — 2S 

a S«X  10  8t.  P..  H.  4 U.  4Sa  M 93X  93X  — X 

80  61S  M SLP.  4 K-C.aL.4Sa  79  78  73  —1 

UNITED  PTATES  GOVERNMENT  BONDS 
96.70  86.50  3.108S  Lib.  3Sa.  1933-47.  MAS  S&.10  93.16  —1  U 

97A4  86.00  61  UbASa.-«2-47.reg.  97J4  96.E  96.92  - .10 

07.60  8LS4  13  Lib.  lat  4S.1932-I7  97.60  97.30  97A0  + .10 

lOIX  89%  1 4%a.  1907  tOIX  KHX  lOlX  4 2% 

^ 2 4^  Hay"  'S'*  ^ 

Grand  total fan  jea'ann 

Transactions  on  Out-of-Town  Markets 
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« « % i ■ 
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WSCE1A.AMBOUS 
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90S  - S 
^ - S 

I3S  -"S 


.1I6S  IISS  I 
■|(MS  lOTS  1 
IBS  iss 


1.305  Rapteni  i 


1 RdlKKt  Slectrtc...}« 
3 KIder  U(c 

0 Grar  4 Davie 1 


X)  P^rie  Dpwlop...  8 7S 
10  PUDU  A.  Sunr!!!  SOX  B>X 
» RM«e  But.  Mach.  13S  >3S 

:B  Slnuna  Magneto...^  IS  _^3S 


O United  PYult 186S  >«S  I 

» United  Bbaa  U...  38%  37S 

IS  UtUted  Shoe  U.  pf.  2SS  24S 
S Un.  Twist  Drill..  lOS  lOS 

a Venluia  OIL .‘ID  1*S 

8 Waldorf  SX  2 

is  Waltham  Watch!'.  8 5S 
D Waltham  W.  pf..  SOS  SM 


: j ‘S 
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d pf..  ! 


Chicago 
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joor  Leath.  pf.  « « « 
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a Crane  pf V 

S Cudahy  PaeklDg.. 
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!=  S 


475  Hartman  86X  W> 

IS  ni^^  BH^'!!!.  as  mx 

^403  Undaic  U^t  ...'  3S  Vi 
S3  HldirM  UUUUea.  SOS 
on  Midwest  Ut.  1^...  as  SIX 
750  MllcbeU  Motor  ...  5S  IS 


lO  TXople'a  Gaa  33S 

* Pl«ljr  Wiggly  . . - SSX 

O Fub.  Service SIS 

3 FUb.  Service  pf...  KX 

a Quaker  data IS  I 

0 Quaker  Gate  pf. ..  00 
5 Scare.Roebuck  . . . 5SX 


38.S0P  S 
^ T 


Pittsburgh 


240  Guffe)T.<lIIlF*ple  ..  HS  IIX 
I 3^  SS  ^ 


«X  ^ 

I Creek  Osa..  lOS  U> 
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A.  R Bickmore  & Co. 
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CRBAT  BRlTAtN; 
to! 


i3  Exehant/i 


MONEY  LOANED 


Listed  and  Unlisted  Stocks 

Details  of  oar  plan  may  be 
had  on  request  if  yon  will 
send  'us  a Ust  of  yoor  hold* 
ings.  No  obligation. 

WILSON  & CO.,  INC. 

UTwtmeet  SeearlUca 

141S  Walnut  SL.  Phila*.  Pa. 
ai7S-1-S 


C.  B.  RICHARD  & CO. 

EiloilaheJ  /047 

29  BROADWAY.  NEW  YORK 

FOREIGN 

BONDS 

Qiulib'oru  on  Rcfneit 


Orcfoa  Short  Line  Consol.  So,  1946  (w.  L) 

Southern  Raihnr  Ss.  1994 

Om.,  Wash.  R.  R.  & N««.  4«,  1961 

VIIAS  & HICKEY 

49  WeO  St,  New  Torh.  TeL  UaBOTcr  8317 


Pending  Mergers 


Oil 


Steel 


Cop,  C-/27  OPINION 

R.H.MiicMASTEt$&CO. 

MtmitTi  riati  Krtiumtt  ^ H.  T. 

82-64  Broad  St.  New  Yoric 
rkmdrBetiJtjSo.  x*“r‘  rira  Blmr 

Oficce  l»  cifttehki  • 4i«eel  wirci 


New  England  Seenrities 

Boogtit — SoU—Qooted 

WITHINGTON  & CO., 

27  Slats  St.,  Boeten. 


Aebeetoe  Corp.  let  6s,  1942 
Cieretaad  Elec.  Hlam.  6%  PfcL 
Pacific  Gae  & Elec.  1st  Pfd. 


Mjon.,St.P.SS.S.M.LnstdLiK 

BENNETT  M.  MINTON 


Expert  Opinion  on 
Coming  Year’s  Business 

The  Annual  Review  of  The  Annalist,  January  9. 
1922,  will  contain  contributions  from  authoritative 
writers  surveying  the  situations  in  (he  shipping, 
building,  oil  and  copper  industries,  the  steel  trade,  tex- 
tiles and  other  fundamentals  for  the  year  1921,  and 
forecasting  the  probable  trend  of  financial,  industrial  and 
economic  developments  for  1922. 

There  will  be  also  a symporium  of  banking  opinion 
from  all  sections  of  the  country  regarding  the  new  year's 
outlook. 

Summaries  of  transactions  in  stocks  and  bonds  on 
the  Stock  Exchanges  of  New  York  and  other  leading 
ciries,  as  well  as  a record  of  the  prices  of  unlisted  se- 
curities of  1921  will  be  included. 

Business  men  engaged  in  all  lines  of  activity  will 
find  in  this  Annual  Review  much  information  to  which 
they  may  refer  throughout  the  coming  year. 

Make  reservations  for  advertising  space  at  once. 

Annual  Review 
THE  ANNALIST 

• January  9,  1922 

Times  Square,  New  York  '' 

Order  a copy;  in  advance  from  yiour  neiPsJedier  ^ 
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RAILROADS— Con  tinned 


I^rnch^  4 


S---J 


I»;pBeiion  A Oo..  1 

A Co.'.  1 
Pynchoa  A Co.,  i 


D Tcttd.  Oo.  iDAlUa.Texoial 


I^DCtsco  Bu^mr  Do.  I 


N'era  SooUo  SUACuA^ 


INDUSTRIAL  AND  UlSCELLANEOUS 


wit,  k.  T 

i N.  1 

I BraJLdwAr.  N.  1 


i^rodioD  A Ool!  1 
CartU  A Sanitvr. 
Curtla  A SAaevr. 
rynchoD  A Oo.,  ! 


Stocks 


Stocks 


STANDARD  OIL  SECURITIES 


Acurto-iUn.  Oll^Oo.^ 

^•bUc  RaflAlBC^ 
ItoekoA  ik"* 


ChArie*  B.  Doyle  A 


CbAile*  B.  Deyla  A 
B.  Doyle  A 


k.a0BiOAd8t..  > 


ADVBBTUKI 


ADYBBTUKMBIin. 
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STANl^R^^IL  SBCURITlBS-CoDUoned 

an  lOO  ChortfA  R.  Doyle  A Co.!  30  BniAd  SI-! 

as  aa>  Charles  B.  Doyle  A Oo.,  30  Broad  8t., 


PUBLIC  UTILITIES 


Rredertck  fW.  SeborU*.  U 
FYoderick  W.  Sehnellr.  a 
Frederick  W,  Seanellr.  U 
Frederick  W.  SchiKlIe.  b 


n NlckrTA>D  Jr.,  Cl  Broadway,  ^ 


,.  Houaaian  A Co,,  90  Broad  8 


tt.^^T.CwErOor  < 


iQ  NIcJccToon  Jr..  61  Broadwi 


RAILROADS 


.lamaaoo,  Allesan  A 


. C.  pf. . 130  139  Bomelt  M.  Ulaloa,  30  Broad  St. 
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ao  iti  BeidirU  3cl  MlOtOO.  30  Broad  St- 

INDUSTBIAL  AND  MISCELLANEOUS 

7%  pr.  70  TS  PyoeboD  A Co..  Ill  Broadway.  N. 
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(t  p( 


rvoawlek.BaUe.Col.  • 


Godchanx  Sucar  Oo.  pf. . . 
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e.  Bte-rner  A Oo..  S Broadway,  i 
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A Oo..  33  Broadway.  I 
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3d.,  Broadway,  i 
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SUGAR  SECURITIBS 
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(/b  /oBHSrv  C Hbttt  L.  Demac. 

They  were  boring  inland  from  the  New  Guinea 
coast,  and  down  at  Port  Moresby,  the  Papuan 
capital,  odds  were  being  offered  that  they  would 
never  return  alive.  There  was  Richard  Humphries, 
Government  officer  commissioned  to  map  unexplored 
territory;  Harry  Downing,  photographer,  hunting  pic- 
tures of  the  wild  mountain  natives,  and  Merlin  Moore 
Taylor  the  teller  of  the  story — three  white  men  in  a 
country  where  no  record  existed  of  white  man  having 
been  before.  With  them  were  a dozen  black  police,  a 
hundred  and  twenty  native  carriers — and  Payeye ! 

Downing  trusted  Payeye.  He  believed  the  natives 
felt  gratitude.  Old  hands  warned  him.  Payeye  had 
not  yet  killed  his  man.  He  was  hungry  for  human 

flesh.  Then  Downing  disappeared,  and  Payeye 

Mr.  Taylor  tells  what  happened  in  this  story  of 
fascinating  true  adventure  set  in  striking  scenes  of  sav- 
age life  stranger  than  fiction.  In  the  January 

ASIA 

The  American  MAGAZINE  on  the  Orient 

More  50  iQiutratioiu — 3 tpecia]  icctioiu  of  osasaB]  pIiolOKrapIu 

PEOPLES  ARE  MIGHTIER  THAR  DIPLOMATS 

Diplomats  are  trying  to  work  out  plans  in  Washington  to  insure 
the  peace  of  the  Far  East.  But  it  is  the  millions  of  people  of  the 
Orient  and  the  Occident  who  will  have  the  last  word.  ASIA  gets 
into  the  heart  of  peoples  who  are  today  masters  of  diplomats.  The 
magazine  brings  you  face  to  face  with  individual  Orientals,  their 
character,  life,  psychology.  Against  such  a background  events  at 
the  Washington  Conference  sund  out  sharply  in  a deaf  under- 
standing. 

ASIA  satisfies  that  craving  of  every  man  to  see  and  meet  new 
people  and  strange  customs  far  removed  from  the  humdrum  of 
everyday  life.  It  specializes  in  an  age  of  peculiar  specialization  on 
one  continent,  but  it  is  universal  in  its  human  appeal.  It  stimulates 
the  imagination  through  its  tales  of  the  history,  traditions,  religions 
and  romance  of  the  fascinating  lands  of  the  most  interesting 
continent  on  earth.  No  thinking  man  or  woman  with  a sense  of 
curiosity  can  afford  to  miss  it.  Every  issue  contains  a surprising 
fund  of  information  and  interest.  Its  pictures  are  of  rare  loveliness. 
There  is  always  a special  feature  of  eight  pages  of  unusual  repro- 
ductions beautifully  printed — besides  over  fifty  illustrations  running 
through  the  text. 

ASIA  will  give  you  the  foundation  of  a clear  understanding  of  the 
important  problems  of  the  East — more  far-reaching  in  their  poten- 
tialities than  any  of  Europe.  Read  ASIA  and  be  well  informed — 
also  be  transported  out  of  the  grind  of  day-to-day  life. 
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A FORECAST  FOR  1922 

A Business  History  of  1921 

in  the  Annual  Financial  and  Business  Review  of  the 
New  York  Evening  Post 

Special  articles  by  authoritative  writers,  complete  charts  and  tables  of  the  year’s  activi- 
ties make  the  Review  of  particular  value  to  every  one  interested  in  business  or  finance. 

Twenty  minutes  after  the  close  of  the  stock  exchange  for  1921  tlie  Evening  Pod  will  have  ready  for 
sale  its  Annual  Financial  Review,  stock  and  bond  sales  complete  up  to  December  31. 

In  it  you  can  trace  the  movement  of  every  lusted  bond  and  stock;  the  year’s  story  of  commodities, 
industries  banking.  raUroads,  money  and  foreign  exchange.  For  twenty  yeai-s  the  Review  has  been 
acknowledged  the  most  complete  and  authoritative  business  and  financial  retrospect  and  forecast 
published.  ^ 

Bankers,  investors  and  business  men  have  found  the  records  of  important  financial  and  business 
events  of  infinite  value  and  have  filed  them  for  future  reference— they  have  heeded  its  forecasts 
in  their  plans  for  futiure.  ' 

Valuable  as  this  issue  has  been  in  the  past  years,  the  1921  review  and  forecast  will  be  even  more 
comprehensive. 

It  Will  Include — 
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As  the  sale  of  this  issue  is  always  extraoi’dinarily  heavy,  we  suggest  that  you  place  your  order  im- 
mediately to  be  sure  of  your  copy. 

Single  copies  delivered,  postage  free,  10c.  (On  sale  at  New  York  news  stands,  on  December  31,  6c.) 
Prices  of  bulk  orders  (50  or  more)  given  on  request 

Business  Service  Department  New  York  Evening  Post 

20  Vesey  street  New  York 


Expert  Opinion  on 
Coming  Year’s  Business 

The  Annual  Review  of  The  Annalist,  January  9, 
1922,  will  contain  contributions  from  authoritative 
writers  surveying  the  situations  in  the  shipping, 
building,  oil,  copper,  steel,  textiles  and  other  industries 
for  the  year  1921.  and  forecasting  the  probable  trend  of 
linancial,  industrial  and  economic  developments  for  1922. 

There  will  be  also  a symposium  of  baiiking  opinion 
from  all  sections  of  the  country  regarding  the  new  year’s 
outlook.  Important  charts  will  include  Stock  Exchange 
averages  for  the  last  ten  years — 1912  to  date;  bond  chart 
for  the  same  years;  Food  Cost  of  Living  from  1914  to  date. 

Business  men  engaged  in  all  lines  of  activity  will  find 
in  this  Annual  Review  much  information  to  which  they 
may  refer  throughout  the  coming  year. 

Make  resen'^ations  for  advertising  space  at  once. 
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Four-Power  Treaty  a World-Wide 


Benefit 


Sptdoil  CorreejHmdencc  of  The  i4nna{is( 
WASHINGTON,  Dec.  17. 

CTiiimiiiffliiiiiiiiinmiiiro  e velopments  at 

H ri  the  Conference  for 

H W 'V  H the  Limitation  of 

HI  % I Armament  and  the 

HI  II  statements  of  r e- 

HI  ^ H sponsible  American 

■ I officials  concerning 

B I financial  and  eco- 

Domic  conditions  at 
home  and  abroat^ 
give  ample  evidence  that  the  feeling  ot 
optimism  in  the  future  is  based  upon 
something  more  substantial  than  hope. 

The  arms  conference  has  gone  ahead 
unfalteringly  to  constructive  accomplish- 
ment. which  is  closely  related  to  the  eco- 
nomic welfare  of  the  world.  The  four- 
power  treaty  baa  been  signed,  and  only 
a revolt  in  the  Senate  on  a scale  which 
is  not  anticipated  today  can  prevent  the 
assurance  of  peace  in  the  Padfie  for 
many  years  to  come.'  Reduction  in  the 
huge  expenditure  for  naval  armaments 
also  would  seem  certain. 

When  it  is  taken  into  conmderation 
that,  only  a few  weeks  ago,  the  danger 
of  warfare  between  the  United  States 
and  Japan  was  being  put  forward  not 
as  a myth  but  as  an  actuality,  the  im- 
portance of  these  developments  is  not  to 
be  discounted. 

The  prediction  comes  out  of  the  con- 
ference on  the  part  of  high  American 
officials  as  well  as  representatives  of 
Great  Britain  and  Francs  that  the  pres- 
ent sessions  will  lead  to  another  gathei^ 
ing  within  a year  for  the  further  con- 
sideration of  the  general  problems  which 
threaten  the  peace  of  the  world.  Amer- 
ican participation  in  international  af- 
fairs on  a new  basis  has  apparently  be- 
come assured, 

American  officials  say  that  the  con- 
ference promises  to  meet  with  success 
beyond  their  earlier  hopes;  that  the  stops 
taken  here  will  not  only  result  in  a large 
saving  to  the  taxpayers  of  the  United 
States  and  foreign  nations,  but  lead  to  ' 
even  greater  accomplishment  in  the  fu- 
ture. In  some  quarters  it  is  contended 
that  a four-power  treaty  involving  the 
United  States,  Great  Britain,  France  and 
Japan,  even  though  its  immediate  con- 
tracts affect  only  the  insular  Pacific 
possessions,  cannot  but  have  a telling  in- 
.fluence  throughout  the  world. 

It  is  interesting  to  note  in  this  connec- 
tion that  representatives  of  France  are 
enthusiastic  over  the  alliance,  and  feel 
that,  in  no  small  measure,  they  have  ob- 
tained what  they  came  to  get— an  alli- 
ance trith  America  and  Great  Britain 
which  would  give  the  French  Nation  pro- 
tection against  aggressive  action  by  Ger- 
many. Some  French  representaHves  hold 
to  the  ridw^int  that  aA  alliance  sUcb  as 
is  formed  by  the  four-poWer  treatey  can- 
not “ keep  store  ” in  the  Pacific  and  ig- 
nore the  common  interests  elsewhere. 

This  may  or  may  not  be  sound  reason- 
ing under  international  law,  but  it  is 
having  its  effect  upon  the  general  World 
situaUon.  France  has  announced  through 
her  representatives  that  the  conference 
has  attained  a success  which  was  not 
hoped  far  when  the  summons  Was  sent 


By  Rodney  Bean 


out;  English  publicists  and  officials  hail 
the  agreements  already  reached  as  usher- 
ing in  a new  era.  Unless  Congress  wrecks 
the  four-power  agreement  a notable 
achievement  to  bring  America  into  in- 
ternational affairs  has  been  accom- 
plished. And  there  is  growing  evidence 
here  that  foreign  diplomats  feel  that 
American  participation  in  international 
affairs  is  the  best  insurance  against  fur- 
ther conflict. 

Up  to  this  time  the  agitation  for  a 
world  financial  conference  to  follow  the 
Conference  for  the  LimitatioD  of  Arma- 
ment is  largely  of  foreign  origin.  Offi- 
cials of  the  American  Government  are 
in  a mood  to  postpone  consideration  of 
American  participation  in  such  a discus- 
sion until  after  the  arms  conference  baa 
concluded  its  work.  One  of  the  high 
Amerrcan  officials,  asked  to  comment  on 
the  reports  from  Europe  that  a financial 
conference  would  be  called,  said  that  no 
consideration  to  the  part  which  America 
might  play  would  be  given  until  the 
arms  conference  was  concluded. 

There  has  been  no  intimation  as  yet 
as  to  just  how  far  America  will  be  will- 
ing to  enter  officially  into  a discussion 
of  the  economic  troubles  of  Enrope,  but 
there  has  been  every  assurance  given  to 
foreign  representatives  who  are  on  the 
ground  here  that  America’s  attitude  will 
be  sympathetic,  both  as  regards  the  war- 
time loans  and  the  necessity  for  the^  ex- 
tension of  credit  facilities. 

Repeated  reports  which  now  come  from 
European  capitals  that  an  adjustment 
of  the  German  reparation  problem  is 
probable  after  the  payment  of  the  Jan- 
uary instalment  by  Germany  are  being 
received  here  with  the  deepest  intei^ 
est  It  is  DOW  the  belief  in  Washington 
that  such  a readjustment  will  be  arrived 
at,  whether  it  takes  the  form  of  a mora- 
torium or  merely  a modification  of  the 
demands  upon  Germany.  It  is  the  sin- 
cere belief  of  more  than  one  expert  here 
that  some  such  arrangement  wonW-marlc' 
a cornerstone  in  the  movement  for  the 
rehabilitation  of  Continental  Europe. 


Secretary  of  Commerce  Herbert  Hoo- 
ver, whose  reports  from  Germany  and 
other  countries  of  Continental  Europe 
are  perhaps  the  most  accurate  and  com- 
prehensive at  hand,  stated  recently  that, 
with  a sound  solution  of  the  German 
reparation  program,  “ the  way  is  open 
for  constructive  consideration  of  the  sit- 
uation in  other  States.” 

" The  American  people,”  he  added, 
“have  never  been  and  will  not  be  re- 
mL«a  in  participation  in  these  farther 
measures,  but  our  people  cannot  success- 
fully enter  until  those  who  have  control 
of  the  reparations  have  settled  this  ma- 
jor issue  upon  so  sound  an  economic  basis 
that  we  can  look  upon  the  future  of  En- 
rope with  confidence.” 

When  this  confidence  in  the  political 
and  economic  stability  of  European 
States  is  established,  it  is  believed  that 
American  gold  will  be  ready  in  large 
quantity  to  help  in  reconstruction.  And 
it  is  the  hope  that  the  developments  at 
the  arras  conference  will  be  accom- 
panied by,  or  supplemented  by,  a settle- 
ment of  the  reparation  problem  which 
will  spell  a new  economic  era  in  Europe. 

Secretary  Hoover  deprecates  some  of 
the  gloomy  pictures  which  have  been 
painted  by  unofficial  American  observ- 
ers who  have  returned  recently  from  Eu- 

“ Outside  of  the  Govenunent  finance 
of  a limited  number  of  States,”  he  said, 
“ the  outlook  is  very  encouraging.  Any 
general  survey  of  the  social  situation  in 
Enrope  will  show  that  the  danger  of  Bol- 
shevism is  passed,  partly  through  im- 
proved standards  of  life  and  partly 
through  the  salutary  lesson  of  Russia. 
Democratic  institutions  are  gaining 
strength  among  the  150,000,000  people 
formerly  supporting  autocracies.  In 
Russia  itself  extreme  communism  is 
slowly  boiling  to  death  in  a caldron  of 
starvation,  and  its  leaders  freely  ac- 
knowledge its  failure. 

“In  the  field  of  economic  life  the 
progress  of  agricultural  and  industrial 
production  year  by  year  since  the  war 
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rpHE  signing  of  the  four^power  treaty 
A and  the  agreement  on  the  naval  ratio 
basis  forecasts  the  success  of  the  Wash- 
ington conference  and  has  cleared  up  the 
main  points  involved  in  the  agenda. 
Observers  who  have  been  following 
the  developtaaents  of  the  conference  be- 
lieve that  the  ddvahee  in  the  pound  ster- 
ling will  be  permanent  and  that  the  bet- 
ter economic  conditions  in  Europe  wilt 
continue  as  the  result  of  the  achieve- 
ments of  the  conference. 

The  Senate  refused  to  accept  the  Ad- 
ministration  program  for  the  refunding 
of  the  allied  debt  Grovdng  evidence  of 
the  strength  of  the  so-called  agricul- 


tural bloc  was  reflected  in  the  debates 
on  tariff  and  other  financial  legislation. 

Senator  Underwood  believes  that  he 
can  make  certain,  as  leader  of  the  mi- 
nority group,  ratification  of  the  foui^ 
power  treaty  in  the  Senate.  Hostility  to 
the  treaty  has  been  expressed  by  a few 
Senate  irrecondlables  who  opposed  the 
League  of  Nations,  but  opposition  to  the 
new  {(act  thus  far  has  not  become  suffi- 
ciently orgaSiaod  as  to  threaten  its  ulti- 
mate ratification  in  the  Senate.  The 
President  has  axprebsed  willingness  to 
give  the  Senate  all  the  time  it  chooses  to 
debate  the  clauses  ot  the  new  treaty. 

Representative  McFadden  introduced 

Cdnlinlied  on  Posv  S96 


is  very  marked.  Famine  has  disappeared 
from  Europe  except  in  Russia.  Except 
in  countries  where  credit  machinery  is 
checked  by  danger  of  fiscal  bankruptcy, 
such  as  b the  case  of  Austria,  their  food, 
fuel  and  clothing  supplies  are  sufficient, 
albeit  at  a low  standard  of  living  in 
some  places,  but  in  even  these  countries 
the  standards  are  much  higher  than  the 
low  point  after  the  armistice,  and  are 
thus  not  such  a factor  of  discontent  as 
would  otherwise  be  the  case. 

“ Populations  have  fairly  settled  to 
work,  and  mdustrial  efficiency  and  pro- 
ductivity are  being  steadUy  restored.  The 
private  credit  institutions  of  the  world 
are  demonstrating  their  ability  to  handle 
the  internationa]  trade  and  credits  ex- 
cept for  those  regions  excessively  dis- 
abled by  the  currency  demoralization. 
Transportation  and  communications  have 
been  reconstructed.  There  are  some  use- 
less hindrances  to  freedom  of  healing 
processes  of  commerce  through  artificial 
barriers  between  the  new  nations,  but, 
by  and  large,  the  processes  of  healing 
are  going  on.  Generally  there  b prog- 
ress, and  the  problems  yet  to  be  solved 
are  being  steadily  narrowed  and  their  so- 
lutions better  understood.” 

TT  is  argued  for  the  decisions  of  the 
A Washington  conference  that  they  will 
form  the  foundation  upon  which  a new 
movement  for  the  rehabilitation  of  world 
affairs  will  be  constructed,  although  for 
the  moment  they  may  not  take  into  con- 
sideration all  of  the  after-the-war  prob> 
lems  of  Continental  Europe. 

The  domestic  affairs  of  America  are 
reported  in  better  condition  now  than 
most  of  the  Administration  officiab 
would  have  hoped  for  a short  time  ago 
The  danger  of  serious  unemployment 
during  the  Winter  months  b believed 
to  be  at  an  end;  the  railroads  are  in  bet- 
ter shape  than  at  any  time  for  months, 
and  all  indications  point  to  a sturdy  in- 
dustrial revival  next  Spring,  especially 
if  the  results  of  the  arms  conference  add 
stimulus  to  the  rehabilitation  of  Europe. 

Predictions  beard  here  now  are  that 
the  results  of  the  conference  will  be  suf- 
ficient to  lend  strength  to  the  construc- 
tive movement  in  America,  as  well  as  in 
Europe,  and  that  no  farther  serious  do- 
mestic depression  need  be  feared.  For 
one  thing  it  is  argued  that  Germany,  re- 
volving it  its  mind  the  developments  of 
the  conference,  must  come  to  the  conclu- 
sion that  America  has  not  forsaken  her 
allies,  and  will  play  an  important  part 
in  world  movements  in  the  years  to  come, 
vrith  a deep  sympathy  for  the  interests 
of  those  nations  with  which  she  was  as- 
sociated In  the  World  War. 

Such  a situation,  it  is  felt,  b conducive 
to  an  attitude  on  the  part  of  Germany 
which  will  lead  to  the  most  satisfactory 
adjustment  of  economic  conditions  in  Eu- 
rope. Germany,  it  is  feh,  should  realize 
now  that  she  can  expect  no  support  on 
the  part  of  tha  United  Stat4ts  which 
would  work  against  the  best  interest  of 
the  allies  America  h&s  accepted  in  the 
now  tour-power  Pacific  pact,  and  pre- 
pare herself  for  a permanent  agreement 
as  to  reparations  on  that  basis. 
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WITH  the  approach  of  the  end  of  the 
year  there  are  evidences  of  the 
custoroary  tendency  toward  modification 
in  the  activities  of  industry,  but  the 
opinion  obtains  that,  relatively  speaking, 
they  are  not  as  marked  as  usual.  The 
fact  that  industrial  plants,  notwithstand- 
ing the  improvement  in  the  last  three 
months,  are  still  operating  to  an  extent 
considerably  below  normal  may  have 
something  to  do  with  this.  On  the  other 
hand,  as  far  as  last  year's  conditions  are 
concerned,  the  outlook  is  more  reassur- 
ing. Then  the  situation  was  decidedly 
uncertain;  now,  as  a result  of  the  expe- 
riences of  the  last  year,  it  is  felt  that 
the  worst  has  been  experienced  and,  con- 
sequently, that  the  tendency  in  1922  will 
be  toward  a gradual  improvement  in 
financial  and  business  conditions. 

The  outlook  for  industries  manufac- 
turing materials  used  in  connection  with 
railways  shows  further  improvement 
In  addition  to  the  business  placed  with 
different  companies  by  the  railways  a 
few  weeks  ago  for  the  repair  of  more 
than  two  thousand  cars,  the  Lehigh  Val- 
ley Railway  has  just  placed  an  order 
with  the  plant  at  Hamilton  for  the  re- 
pair of  1,000  cars.  New  locomotives  also 
have  been  ordered,  and  the  Montreal 
plant  is  said  to  have  on  hand  more  or- 
ders than  for  some  years.  Authorities 
express  the  opinion  that,  in  order  to 
bring  the  rolling  stock  of  the  Canadian 
railways  up  to  standard,  two  years  of 
active  employment  are  guaranteed  the 
various  plants  of  the  country. 

A further  development  in  the  construc- 
tion of  the  seventy-mile  extension  of  the 
Temiskaming  & North4ra  Ontaria  Rail- 
way (the  provincial  Government-owned 
line)  from  Cochrane  to  Oil  Can  Portage 
has  been  made  this  week  by  calling  for 
tenders  for  the  construction  of  a com- 
pleted railway  for  a ^stance  of  forty 
miles.  Tenders  close  Jan.  9,  and  the  line 
is  to  be  completed  by  the  end  of  1922. 
It  is  purposed  to  eventually  extend  the 
line  to  James  Bay,  opening  up  a country 
rich  in  forest  and  mineral  resources,  and 
giving  the  province  access  to  the  fish- 


eries of  Hudson  Bay.  The  T.  & N.  0. 
Railway  this  week  placed  with  the  Al- 
goma  Steel  Corporation  an  order  for 
6,000  tons  of  rails  for  use  on  the  exten- 
sion. As  it  is  estimated  that  600,000 
horse  power  can  be  developed  on  the 
Abitibi  River,  the  commission  operating 
the  T.  & N.  O.  Railway  is  seriously  con- 
sidering the  advisability  of  electrifying 
the  system.  If  realized,  it  would  mean 
an  enormous  saving  in  coal,  all  of  which 
is  Imported  from  the  United  States. 
The  T.  & N.  O.  is  one  of  the  Canadian 
railways  which  can  boast  of  being  on  a 
paying  basis,  its  net  profits  for  last  year 
being  $200,000. 

Renewed  interest  in  the  field  crops  of' 
1921  was  imparted  by  the  preliminary 
estimate  of  the  Dominion  Bureau  of 
Statistics  regarding  their  value.  As  was 
to  be  expected,  as  a result  of  the  pre- 
vailing lower  market  prices  and  the  dam- 
age caused  by  bad  weather,  the  value  is 
much  smaller  than  that  obtained  from 
any  har\’est  in  the  last  four  years,  the 
total  being  placed  at  $1,017,676,400, 
compared  with  $1,455,244,000  in  1920, 
$1,537,170,000  in  1919,  $1,372,936,970  in 
1918,  and  $1,144,636,460  in  1917.  How- 
ever, it  exceeds  by  $192,304300  the  value 
of  the  banner  crop  of  1915.  Wheat  is 
valued  at  $283334,000,  against  $427,- 
357,300  last  year,  and  $457,722,000  in 
1919;  oats  are  valued  at  $188,051,000, 
compared  with  $280,155,000  and  $317,- 
097,000,  respectively,  for  the  two 
previous  years.  For  the  first  time  in 
history,  Ontario  had  to  surrender  first 
place  among  the  provinces  in  respect  to 
total  value  of  field  crops,  the  estimate 
for  that  province  being  $236,907,000, 
compared  with  $297,414,000  for  Sas- 
katchewan. Quebec  came  third  with 
$192,773,000.  Total  value  for  the  three 
prairie  provinces  was  $479,627,000, 
against  $609,493,000  in  1920. 

With  the  closing  of  navigation  this 
week  there  was  a scurrying  of  steamers 
to  load  and  depart  from  the  elevators  at 
Fort  William  and  Port  Arthur,  In  order 
to  maintain  their  insurance.  They  took 
among  them  between  four  and’five  mil- 
lion bushels  of  grain.  Government  re- 
turns show  Oiat  from  Sept,  1 to  Nov.  30 


the  quantity  of  grain  shipped  from  the 
elevatora  at  Port  Arthur  and  Fort  Wil- 
liam aggregated  119,669,265  bushels, 
compared  with  76,864,560  for  the  corre- 
sponding period  of  last  year,  an  increase 
of  over  58  per  cent.  Of  the  total,  64,- 
.502,272  bushels  were  con.signed  to  Buf- 
falo and  3,569,581  bushels  to  other  Unit- 
ed States  ports,  against  38,053,466  and 
7,345,336  bushel^  respectively,  for  the 
same  period  last  year.  Many  fanners 
in  the  prairie  provinces,  in  the  hope  of 
ultimately  obtaining  higher  prices,  arc 
holding  grain,  a condition  which  is  a con- 
tributory cause  to  the  slowness  with 
which  payments  are  being  met  in  that 
part  of  the  Dominion.  • 

A feature  of  the  shipment  of  grain 
from  the  prairie  provinces  this  season 
is  the  extent  to  which  the  elevator  at 
Vancouver  is  being  used.  This  elevator, 
built  and  owned  by  the  Dominion  Gov- 
ernment, has  a capacity  of  1,125,000 
bushels,  and  was  constructed  a, few  years 
ago  for  the  purpose  of  affording  facili- 
ties for  the  shipment  of  grain  to  Europe 
via  the  Panama  Canal,  but,  until  this 
season,  its  activities  were  confined  to  a 
mere  few  thousand  bushels.  Now,  how- 
ever, a quantity  exceeding  two  million 
bushels  is  already  assured,  and,  with  the 
lower  freight  rates  obtaining,  this  quan- 
tity will  be  increased.  One  thing  that 
has  militated  against  the  Panama  route 
was  uncertainty  in  the  mind  of  shippers 
as  to  the  effect  the  warmer  climate 
might  have  upon  grain  cargoes. 

Financial  statements  of  indu-strial  cor- 
porations issued  last  week,  like  those 
previously  issued,  reflect  general  trade 
conditions  obtaining  in  1921.  The  most 
important  statement  is  that  of  the  Ca- 
nadian Car  and  Foundry  Company, 
which  shows  that  it  was  necessary  to 
write  current  assets  down  to  the  extent 
of  $12,359376,  leaving  them  at  $8,360,- 
807.  As  current  liabilities  were  reduced 
from  $12,219,602  to  $1,686,073.  the 
amount  placed  to  the  credit  of  working 
capital  was  $6,775,734,  as  compared  with 
$8,600,582  a year  ago.  Combined  profits 
were  $1,188,863,  the  lowest  since  1915. 
The  highest  attained  was  $4,617,390  in 

1918.  In  view  of  the  increased  business 


which  the  company  has  recently  ob- 
tained, the  outlook  is  naturally  more 
promising.  The  statement  of  Canada 
Iron  Foundries,  Ltd.,  shows  earnings 
of  $300,824,  against  $603,662  for  lost 
year,  while  current  assets  show  a bal- 
ance of  $1,928,407  over  current  liabili- 
ties, compared  with  $2,043,885  at  the  end 
of  1920.  Between  January  and  May,  all 
the  company’s  plants  were  shut  down  for 
various  periods.  The  Lyall  Construction 
Company,  one  of  the  larg^t  concerns  of 
the  kind  in  the  Dominion,  has  found  it 
necessary  to  reduce  Hs  dividend  payment 
from  a basis  of  8 per  cent,  to  4 per  cent, 
as  a result  of  the  experiences  of  the  past 
year  and  the  uncertainty  for  1922.  Mont- 
real Tramways  has  declared  payment  of 
another  deferred  quarterly  dividend  of 
2^  per  cent,  leaving  still  another  of 
equal  amount  to  be  liquidated,  and  which 
is  promised  early  in  the  new  year.  When 
the  latter  is  paid  the  company  will  have 
liquidated  the  six  deferred  dividend  pay- 
ments which  had  accumulated  since  July, 

1919.  Another  public  utility  to  show  an 
improvement  is  the  Winnipeg  Electric 
Railway,  its  net  divisible  income  for  the 
ten  months  showing  an  increase  of  $128,- 
143  over  the  corresponding  period  of 

1920.  A dividend  of  25  cents  per  share 
has  been  declared  this  week  by  the  In- 
ternational Petroleum  Company,  a sub- 
sidiary of  Imperial  Oil,  Ltd.  The  com- 
pany announce-s  that  drilling  will  be 
continued  in  the  Fort  Norman  field  this 
Winter,  and  that  the  well  in  Southern 
Alberta,  near  the  Montana  boundary,  is 
down  to  3,900  feet. 

Very  few  new  bond  issues  have  been 
made  this  week.  The  most  important  is 
a sale  by  the  City  of  Calgary  of  $400,- 
000  6 per  cent,  bonds  of  thirty  to  fifty 
year  maturity  at  106.27,  Canadian  funds, 
the  Royal  Securities  Corporation,  Mont- 
real, being  the  purchaser.  November 
Government,  municipal  and  corporation 
bond  issues  aggregated  $26,197,607,  com- 
pared with  $26,730,664  in  October  and 
$39,936,424  in  November,  1920.  Domin- 
ion Textile  Company  in  tho  near  future 
will  is.sue  $2,500,000  common  .stock,  this 
being  the  unissued  portion  of  $7,600,000 
originally  authorized. 


Occupation’s  Part  in  the  Prevalence  of  Tuberculosis 


A SCIENTIFIC  attempt  to  find  out 
the  extent  to  which  occupation  con- 
tributes to  the  prevalence  of  tubercu- 
losis has  just  been  completed  at  Barre, 
Vt,  by  a committee  of  the  National  Tu- 
berculosis AssociatioiL 

Barre  is  the  centre  of  the  granite  cut- 
ting industry,  and  an  intensive  study  of 
the  home  and  working  conditions,  as  well 
as  a physical  examination,  of  the  granite 
cutters  in  that  town  was  made.  X-ray 
films  were  also  obtained. 

Complete  examinations  were  made  for 
427  granite  cuttere.  Sixty-nine  X-ray 
films  were  unsatisfactory,  reducing  the 
number  of  cases  for  which  definite 
diagnosis  could  be  made  to  358.  Of  this 
number  only  twenty-seven  men  had  nor- 
mal chests.  All  the  others  had  either 
tuberculosis  or  gilu^gia,  or  Kni-h 
Silicosis  is  a condition  of  the  lung 
which  occurs  when  small  sharp-edged 
particles  containing  silica  are  introduced 
as  dost  into  the  air  passages  of  the 
lungs.  Irritation  of  the  tis.sues  sur- 
rounding them  take  place  and  the  tissues 
become  fibrons.  This  condition  of  the 
lung  makes  the  person  an  easy  prey  to 
tuberculosis. 

In  the  study,  113,  or  nearly  one-third, 
of  the  cases  had  definite  or  suspected 
tuberculosis,  and  all  the  others,  except- 
ing the  twenty-seven  normal  chests,  had 
silicosis,  as  a result  ijf  their  occupation. 

The  length  of  exposure  to  silica  dust 
has  something  to  db  with  producing  the 
particular  affect  on  the  long.  The  aver- 
age length  of  exposure  to  dust  by  the 
woritmen  hfiving  silicosis  was  twenty- 
two  years.  It  is  significant  that  most 


of  the  men  who  showed  silicosis  in  the 
X-ray  films  did  not  have  manifest 
physical  signs  of  it.  It  may  exist  for 
some  time  with  little  or  no  impairment 
of  health,  but  death  usually  takes  place 
very  suddenly.  It  is  one  of  the  tragedies 
of  this  occupation  that  men  apparently 
in  the  best  of  health  practically  collapse 
and  die  from  tuberculosis  within  a very 
short  period  o&  time. 


showed  that  the  death  rate  from  tuber- 
culosis in  that  section  was  increa.sing 
alarmingly.  In  the  period  1900  to  1904 
the  tuberculosis  death  rate  for  gi'anitc 
cutters  was  354  per  100,000.  It  increased 
progressively  in  the  intervening  years 
until,  for  the  years  1915  to  1913,  it 
reached  a rate  of  1,065  per  100,000. 


The  men  were  found  to  be  physically 
above  the  average,  and  Uie  home  condi- 
tions were  good.  Therefore,  it  must  be 
concluded  that  something  inherent  in  the 
occupation  most  account  for  the  very 
high  mortality  from  tuberculosis. 


The  length  of  time  in  the  trade  has 
a great  bearing  on  the  death  rate.  For 
_ those  exposed  to  dust  inhalation  for  less 
than  two  years,  the  mortality  is  almost 
negligible.  The  death  rate  gradually  in- 
crca-ies  from  year  to  year  until  the  max- 
imum is  reached  at  the  twenty-first  year 
of  trade  life.  After  this  the  rate  de- 
clines rapidly. 


Granite  cutting  is  only  one  of  many 
so-called  dusty  trades  in  which  the  mor- 
tality from  tuberculosis  is  high.  It  is 


hoped  that  studies  similar  to  the  Barre 
study  may  be  undertaken  in  other  occu- 
pations, so  that  the  extent  of  the  disease 
and  means  for  protecting  workers  from 
dangerous  dust  can  be  devised. 

The  fact  that  tuberculosis  is  both  pre- 
ventable and  curable  is  part  of  the  coun- 
try-wide educational  effort  carried  on  by 
the  National  Tuberculosis  Association 
and  its  1,200  affiliated  organizations. 
Moreover,  the  fight  is  being  won,  al- 
though as  yet  complete  victory  is  a long 
way  in  the  future.  Nevertheless,  in  the 
fifteen  years  since  the  association  began 


its  work  the  death  rate  from  tuberculosLs 
in  this  counti-y  has  fallen  from  200  per 
100,000  population  to  114  per  100,000 
population,  hhinds  to  support  this  work 
of  life  saving  and  health  conservation 
are  provided  by  the  sale  of  tuberculosis 
Christmas  seals.  The  Fourteenth  Annual 
Christmas  Seal  Sale  is  being  held 
this  month,  and  the  response  of 
the  public  will  deteimine  the  extent  to 
which  the  work  may  be  carried  forward 
in  1922.  Eveiy  dollar’s  worth  of  seals 
purchased  is  a blow  aimed  directly  at 
tuberculosis. 


Great  Northern  Railway  Co. 


General  Mortgage  7%  Bonds 
Series  A — Due  July  1,  1936 

Legal  investment  for  insurance  companies  in  New  York 
aUd  for  savings  banks  in  New  Jersey,  Connecticut  and 
other  states. 

Vrice  to  yield  about  6.10% 

Olrcvlar  on  reijuetl  for  7A-43R 

The  National  City  Company 

Mab  OfHce-— National  Gty  Back  Bldg.,  New  York 
Uptown  Office— 42nd  Si.  & MsdiMD  Ave. 
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Union  Influence  in  the  Building  Industry 


SOMEWHERE  be- 

j tween  the  two  ex- 

SM  tremes  of  depicting 
H the  building  trades 
I employers’  associa- 
H tions  as  mercenary 
B exploiters  of  the  in- 
\ dividual  worker  and 
of  ascribing  to  the 
trades  unions,  re- 
sponsibility for  all  the  unsatisfactory 
conditions  prevailing  in  the  construction 
industry  at  present  there  is  the  accu- 
rate course  of  reasoning  based  on  un- 
prejudiced consideration  of  the  outstand- 
ing economic  relations. 

In  general,  the  writer  has  found  the 
representatives  of  the  building  trades 
employers  better  informed  on  co-related 
subjects,  apart  from  tho.se  matters  im- 
mediately concerning  the  construction 
industry,  than  the  repre.sentatives  of  or- 
ganized labor.  The  man  standing  too 
close  to  the  wall  cannot  avoid  restricted 
sight.  A better  view  is  obtained  by 
stepping  back  .so  that  all  points  from 
footing  to  coping  may  be  comprehended 
in  the  field  of  vision.  Labor’s  leaders 
sometimes  seem  to  be  so  exclusively  en- 
grossed in  the  welfare  of  labor  as  to  fail 
to  grasp  the  importance  of  economic 
fundamentals.  i 

It  is  the  writer's  firm  conviction, 
based  on  rather  wide  personal  experi- 
ence, that  there  is  no  disposition  on  the 
part  of  the  building  trades  employers’ 
associations  to  take  unfair  advantage  of 
the  building  trades  workers.  On  the 
other  hand,  the  unions  have  provided  a 
possible  means  of  standaidizing  the 
building  trades,  and  this  concrete  contri- 
bution, perhaps  not  otherwise  attainable. 


Bu  George  H.  Bruns 

Engineer  and  Business  Consultant 


Building  and  Associated  Trades  in  the 
United  States 


Iron  and  steel  workers.  - , 450,000 

Fin.  lumber  and  fuin 484,734 

Clay,  glass,  cement '243,454 

Blacksmiths,  &c 240,619 

Iron  and  brass  moulders. . 120,900 

Boileimakers  44,761 

Sawyers  43^76 

Pumace-.smelter  workers.  36,251 

Electrical  36,111 

Glassbiowers  15,564 

I^abor  in  lumber  yards...  43,398 

Paint  factories 6,879 

Helpers-laborere  467,454 


Caipenters  817,120 

Painters  and  glazei-s 273,441 

Brick  and  stonemasons.-  169,402 

Plumbers  148404 

Electricians  135,619 

Tin  and  coppersmiths 59,833 

Plasterers  47,682 

Cabinet  workers 41,892 

Stone  cutters., 35,731 

Paper  hangers 25,577 

Roofers  and  slaters 14,078 

Struc.  Iron  (bldg.j 11,427 


Total . , 


Wood.smon 

Quarries  

Iron  mines 

Copper  Mines,,.. 
Lead-zinc  mines.. 

Total 


Builders  and  contiactors. 
Total . .2 


Stationary  engineers 231,041 

Stationary  firemen  (not 

loco,  or  fire  depL) 111,248 

Elec.  light  and  power....  8,176 

Total 350,465 


Civil  engineers 52,033 

Draftsmen  46,102 

Architects  16,613 

Mechanical  engineers 14,514 

Total 128,262 

TOTAL  UNION  WORK- 
ERS ALL  BUILDING 
TR.ADES  866,735 


der  such  circumstances.  But  where 
union  individual  betrays  the  trust 
posed  in  him  by  the  members  of  the 
ganization  which  has  honored  him,  of- 
ficial decapitation  should  be  promptly 
forthcoming.  Members  of  building 
trades  union.s  should  be  eternally  vigi- 
lant against  any  attempt  on  the  part  of 
their  leaders  to  inflame  their  passions 
as  a blind  for  malpractice  or  exploita- 
tion of  their  united  strength.  Facts  are 
always  available,  and  cool  judgment  .su- 
perior to  hasty  action. 

The  growth  of  unionism  in  the  build- 
ing trades  in  the  United  States  is  evi- 
denced by  the  increase  of  63,000  in  mem- 
bership reported  for  the  current  year. 
The  present  ratio  of  unorganized  build- 
ing labor  and  organized  is,  perhaps,  two 
to  one  in  favor  of  imorganizcd.  but  the 
gain  of  803,920  to  866,735  in  union  mem- 
bers during  the  year  indicates  an  in- 
crease of  7 8-10  per  cent,  which  further 
emphasizes  the  necessity  of  insuring 
definitely  that  unionism  shall  produce  a 
maximum  of  good  and  a miniinnm  of  evil 
resulta. 

rpHE  only  comparison  available  of  bnild- 


^ i 


ing  trades  ' 


the  United 


defending  these  practices  here,  it  must 
be  recognized  that  the  intention  of  the 
unions  in  resorting  to  these  crude  devices 
greatly  to  be  desired.  This  standard-  for  protecting  or  elevating  the  income  of 
ization  alone  would  justify  unionism  un-  their  members  is  comparable  to  the 
le.ss  earned  to  a degree  of  absurdity,  adoption  of  a high  protective  tariff  at 


Where,  unfortunately,  the  power  of 
union  executives  has  been  too  frequently 
abused  it  becomes  a matter  of  judicious 
regulation  and  corrective  action,  but  the 
system  itself  should  not  be  condemned 
1 its  entirety. 


the  demands  of  manufacturers.  While 
“ protection  ” undoubtedly  results  for 
the  parties  in  consideration,  the  con- 
sumer pays  in  dollars  as  a result 
It  is  not  the  purpose  to  discuss  here 
the  desirability  of  protective  tariffs 


The  most  serious  factors  contributing  the  union’s  right  to  impose  territorial 
to  the  high  cost  of  building  with  in-  limitations,  but,  as  certain  testimony  has 
volved  restriction  of  activitie.s  are  limita-  been  publicly  offered  that  importation  of 

tion  of  per  diem  production  and  tern-  finished  marble,  for  instance,  is  pro- 

torial restrictions  concerning  semi-fin-  hibited  in  the  metropolitan  district,  it  is 
ished  materials.  With  no  intention  of  but  fair  to  consider  the  necessity  of  the 


trades  competing  vrith  the  low-wage  la- 
bor market  in  the  vicinity  of  the  quar- 
ries close  to  the  Canadian  border,  or  ‘n 
Tennessee,  or  other  areas  of  low  wage 
scales.  Of  course,  the  increased  cost  of 
building  due  to  such  restrictions  is  evi- 
dent, and  it  is  purposed  here  to  indicate 
only  that  these  problems  are  not  to  be 
settled  by  recriminations,  biased  testi-  ment,  but,  in  comparing  the"^^o'nlz^ 
' --  otherwise.  Neither  should  they  element  and  the  entire  building  trades 
*1,.  V.*  groups  throughout  the  country,  any  pos- 

sible error  of  exaggeration  would  be 


States  is  as  of  the  census  of  1910.  Pre- 
sumably there  has  been  an  increase,  but 
the  proportions  are  well  establisheil  on  a 
broad  base.  It  will  be  noticed  that  car- 
pentry is  still  the  typical  building  inilu.«- 
try,  exceeding  any  other  group  in  point 
of  members.  Builders  and  contractors 
have  been  included  in  the  total  for  build- 
ing trades,  but,  numerically,  this  group 
is  comparatively  small,  being  equal  to 
only  7 2-10  per  cent  of  the  total  of  all 
trades  directly  involved  in  building  and 
construction.  It  was  necessary  to  exer- 
cise judgment  in  arriving  at  the  various 
figures,  as  no  exact  classification  is 
available.  To  a limited  degree,  ther^ 
fore,  they  represent  the  writer’s  judg- 


be  left  to  the  arbitrary  action 
considered  judgment  of  any 


"INHERE  labor  uses  its  power  to  un- 
’ • worthy  ends,  the  system  must  be 
destroyed— it  is,  in  fact,  to  all  practical 
purposes  ultimately  self-destroying  un- 


Workers,  Professional  Classes,  and  Producers  of  Raw  Materials 


fully  compensated  by  the  increase 
numbers  in  all  groups  in  the  past  decade, 
while  the  union  figures  are  for  the  fiscal 
year  of  1920-21. 

The  first  impression  created  by  the 
evidence  of  the  two-to-one  majority  of 
nonunion  over  union  workers  is  the  tre- 
mendous influence  possible  through  or- 
ganization. It  is  safe  to  say  that  to  the 
unions  is  due  in  largest  degree  the  in- 
creased wage  scale  and  better  working 
conditions  of  all  building  trades.  Hav- 
ing freely  admitted  this,  it  is  but  proper 
to  add  that  these  organizations  are  also 
responsible  for  the.  continuance  of  any 
unfavorable  practice  or  customs  detri- 
mental to  the  proper  progress  of  the  con- 
struction industry.  The  remedy  is  plain. 
But,  taking  for  the  moment  a pessimistic 
attitude,  if  the  presence  of  an  organized 
minority  is  to  result  in  disruption  or 
decadence  of  one  of  the  country’s  most 
elemental  industries — construction — then 
that  minority  organization  must  be  effec- 
tively suppressed.  The  building  trades 
unions  can  contribute  in  a large  measure 
to  the  firm  establishment  of  an  industry 
the  product  of  which  is  a.>5  important  as 
the  supply  of  food.  Proper  habitation, 
whether  it  be  home,  office,  store  or  fac- 
tory is  vital  to  the  well-being  of  the 
family,  corporation  or  factory. 

It  is  pertinent  to  include,  in  addition 
to  the  workers  in  the  building  trades, 
the  vast  army  engaged  in  producing 
building  materials.  Reference  to  the  ap- 
pended chart  shows  that  these  workers 
are  almost  equal  in  number  to  the  total 
of  building  trades  workers.  In  this  di- 
vision the  largest  group  is  that  which  in- 
cludes trades  working  in  finished  lumber 
and  fumitnia.  Fund  tore  is  legitimately 
included  as  necessary  equipment  in  any 
habitable  building. 

Consideration  of  the  trades  engaged  in 
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Central  American  Currencies 


TAis  IS  the  fint  of  f«x>  nrticles  by  Mr. 
J'oimy  OM  the  mrrencie*  of  Central 
Avieriea. 

0UST  100  years  ago  Central 
America  consummated  its 
independence  from  Spain. 
The  States  of  Central 

America  began  tbcir  ex- 
istence as  a federal  union, 
which,  however,  was  dis- 
solved after  a life  of  less 

than  twenty-five  years. 

Last  September  the  cele- 
bration of  the  one  hundredth  anniver- 
sary was  marked  by  a renewed  at- 

tempt to  establi.sh  a federal  union  when 
the  three  republics  of  Guatemala,  El  Sal- 
vador and  Hondura.«  signed  a Constitu- 
tion creating  the  Union  of  Central  Amer- 
ica. Thus  far  it  is  not  po.ssible  to  say 
whether  Nicaragua  and  Costa  Rica  will 
join  the  effort  to  establish  the  old  “ Re- 
publica  Mayor."  However,  the  efforts  be- 
ing made  to  create  the  Greater  Republic 
will  be  watched  with  interest  and  sym- 
pathy by  the  people  of  the  United  States. 

The  Constitution  signed  at  Tegucigalpa 
on  Sept.  8,  1921,  provides  that  the  Pro- 
visional Federal  Council  name  a commis- 
sion. composed  of  representatives  of  each 
State,  which  shall  formulate  projects  to 
unify  the  monetary  system,  banlong  reg- 
ulations and  the  customs  tariffs.  These 
projects  are  to  be  presented  to  the  first 
Federal  Congress.  The  legislative  body 
has  power  to  determine  the  value,  weight 
and  denominatioD  of  the  national  money 
and  enjoys  the  exclu.sive  right  to  legis- 
late about  coinage.  In  the  light  of  these 
provisions  it  is  interesting  to  review  the 
present  currency  situation  in  these  coun- 
tries. 

The  monetary  history  of  Guatemala 
affords  an  example  of  a currency  which 
has  depreciated  in  terms  of  gold  almost 
continuously  through  a period  of  neariy 
fifty  years  as  a result,  first,  of  the  fall 
in  the  price  of  silver  in  the  last  quarter 
of  the  century,  and,  second,  of  the  emis- 
sion of  large  amounts  of  paper  money. 

In  1874  the  value  of  the  silver  peso  was 
approximately  equivalent  to  that  of  the 
dollar;  by  1895  the  price  of  ^ver  had 
fallen  to  such  an  extent  that  its  value 
was  about  50  cents,  just  half  its  former 
value. 

In  the  next  five  years  paper  money 
came  into  being.  By  1900  the  value  of 
the  peso  was  reduced  to  15  or  16  cents, 
and  by  1905  to  6 or  6 cents.  In  1921  it 
had  faUen  as  low  as  73  pesos  to  the 
dollar,  and  at  the  present  writing  (No- 
vember, 1921)  is  worth  about  2 cents. 

This  decline  in  value  is  mainly  trace- 
able to  the  large  amounts  of  paper  money 
emitted  by  the  various  banks  in  connec- 
tion with  loans  to  the  National  Govern- 
ment, the  Government  of  the  recently 
deposed  President  Estrada  Cabrera.  The 
banks  were  permitted  to  issue  notes,  a 
portion  of  Uie  notes  going  to  the  Gov- 
ernment in  the  form  of  a loan.  The 
paper  circulation  has  increased  during 
these  years  as  follows: 

Paper 

Year  (Jan.  1.)  Circulation. 

1857 10,700,000  pesos 

1500  21,400,000  pesos 

1505  49,900,000  pesos 

1510  71,300,000  pesos 

1915 138,000,000  pesos 

1920  (June  30j 326,000,000  pesos 

1921 356,000.000  pesos 

Note — The  amount  of  notes  in  actnal 
circulation,  L e,  not  held  by  the  banks, 
dn  Jan.  1,  1921,  was  309,000,000  pesos; 
silnilarly  for  the  other  years  the  notes 
outside  of  the  banks  are  somewhat  less 
than  the  above  figures. 

The  continued  depreciation  of  the  cur- 
rency has  wrought  hardships  to  vari- 
ous classes  of  individuals.  Those  who 

loaned  money  one  year  with  the  peso  at 
a certain  value,  and  received  back  the 
money  a few  years  later,  when  the  peso 
had  perhaps  one-half  its  former  value, 
experienced  a very  real  lo8s.  What  the 


creditors  lost,  of 
gained. 

Prices  of  commodities  have 
the  paper  circulation  increased.  Since 
wages,  as  a rule,  mo\’c  more  sluggishly 
than  general  prices,  tlie  wage  earners  in 
Guatemala  during  most  of  the  lo.st  half 
century  liavo  been  continually  in  the  po- 
sition of  trying  to  catch  up  with  the 
ddx-ancing  cost  of  living,  always  receiv- 
ing a little  less  than  their  due.  This 
accounts  for  the  favor  of  the  present 
system  with  the  agricultural,  or  employ- 
ing class. 

The  continual  fluctuations  in  exchange 
rates  cause  obvious  evils.  Importing 
merchants  selling  goods  in  pesos  never 
know  what  they  will  have  to  pay  when 
purchasing  dollars  to  cover  importations 
of  these  goods.  This  clement  of  risk  is 
reflected  in  higher  price-s  to  the  con- 
sumers. Speculation  is  prevalent  and,  to 
the  extent  that  it  anticipates  the  fluc- 
tuations, its  tendency  is  to  equalize  the 
rates. 

For  several  years  there  has  been  agi- 
tation for  reform.  This  began  to  take 
definite  shape  in  the  Summer  of  1919, 
when  Professor  Kemmerer  of  Princeton 
University  was  invited  by  the  Govern- 
ment of  Guatemala  to  make  a study  of 
monetary  conditions  and  make  recom- 
mendations for  reform.  Professor  Kem- 
merer recommended  that  a gold  unit  be 
adopted  equal  in  value  to  one-third  of 
the  United  States  dollar.  The  unit  was 
to  be  divided  into  10  pesos,  thus  stabiliz- 
ing the  peso  at  a value  of  about  3 1-3 
cents,  which  was  its  approximate  value 
at  that  time.  The  bulk  of  the  currency 
was  to  be  fiduciary  silver  maintained  at 
a parity  with  gold  by  a gold  reserve  of  at 
least  30  per  cent  Part  of  this  reserve 
was  to  be  kept  abroad,  and  redemption 
of  the  coins  to  be  made  in  drafts  on  the 
fund  in  accord  with  the  principles  of  the 
gold  exchange  standard.  Recommeda- 
tioos  for  a national  bank  were  also  made. 
Had  the  gold  standard  plan  as  formu- 
lated by  Professor  Kanunerer  been  put 
into  operation,  Guatemala  would  un- 
doubtedly have  been  spared  the  acute 
monetary  and  exchange  difficulties  which 
the  country  has  suffered  during  recent 
months. 

QJINCE  Professor  Kemmerer  made  his 
^ study  there  has  been  a change  in  (Jov- 
ernment  and  agitation  for  reform  is 
again  in  evidence.  When  the  writer  was 
in  Guatemala  last  Spring  a public  demon- 
stration before  the  National  Assembly 
was  organized  to  obtain  relief  from  the 
falling  value  of  the  peso.  A local  mone- 
tary commission  is  at  work  and  a plan 
has  been  presented  for  the  foundation  of 
a national  bank  with  a minimum  capital 
of  $10,000,000;  the  bank  to  enjoy  the 
privilege  of  note  issue  up  to  three  times 
its  paid-up  capital  and  surplus,  the  notes 
to  be  guaranteed  by  a 40  per  cent  re- 
serve in  gold  and  to  be  redeemed  on  de- 
mand either  in  sight  drafts  or  in  Amer- 
ican gold. 

El  Salvador,  prior  to  1914,  shared  with 
Honduras  and  China  the  distinction  of 
enjoying  the  silver  standard  with  fluc- 
tuations in  exchange  responding  in  gen- 
eral to  fluctuations  in  the  market  price 
of  silver.  The  outstanding  fact  in  the 
monetary  history  of  this  little  country  in 
the  last  five  years  is  the  shrewd  way  in 
which  advantage  was  taken  of  the  very 
high  prices  of  rilver  in  1919  and  1920  to 
sell  out  the  old  silver  currency  for  gold 
at  a good  profit,  establishing  the  gold 
standard. 

The  monetary  unit  of  El  Salvador  was 
the  peso.  Prior  to  1919  the  peso  was  a 
sUver  coin  of  26  grams,  .900  fine.  Al- 
though Salvador  had  a certain  amount 
of  its  own  pesos  and  subsidiary  coins  in 
circulation,  the  currency  was  made  up 
of  a miscellaneous  collection  of  coins 
from  various  Central  and  South  Ameri- 


can countries;  oven  some  European  coins 
circulated.  During  the  financial  dis- 
turbances of  the  Summer  of  1914  the 
banks  obtained  a moratorium  on  the  re- 
demption of  their  notes.  Although  the 
banks  held  in  their  vaults  the  legal  sil- 
ver reserve  of  40  per  cent  as  a guar- 
antee for  the  circulation,  it  was  scaled 
under  Government  seal  and  the  banks 
were  not  obliged  to  redeem  their  notes. 
Under  the.se  drtum.stances  the  silver 
money  began  to  disappear  from  circula- 
tion, and  .soon  Salvador  had  in  fact  a 
paper  standard. 

\Vhen  the  price  of  silver  ro.se  in  1919 
and  1920  it  was  thought  to  be  an  oppor- 
tune time  to  dispose  of  the  silver  at  a 
profit  and  go  over  to  the  gold  standard. 
Accordingly  in  September.  1919,  the  gold 
standard  was  adopted  in  principle,  and  in 
July,  1920.  a law  was  passed  which  con- 
tained the  details  of  the  system.  The 
unit  adopted  was  called  a " colon,"  and 
contained  .836  grams  of  gold  .900  fine, 
making  it  equal  to  60  cents  of  United 
States  money.  It  wa.s  not  planned  to 
mint  any  gold  coin.  'Htc  gold  coin  of 
the  United  States  was  adopted  as  legal 
tender  and  forms  the  basis  of  the  new 
system. 

ITtO  install  the  system  it  was  provided 
that  silver  reserve  in  the  banks  be 
substituted  by  a gold  reserve.  It  was 
arranged  that,  when  gold  had  been  im- 
ported, the  silver  might  be  exported,  sold 
in  tho  open  market  and  the  profits  de- 
rived from  the  sale  after  providing  for 
the  gold  reserve,  be  divided  equally  be- 
tween the  banks  and  the  Government 
The  substitution  was  completed  and  the 
moratorium  lifted  in  January,  1920,  when 
the  banks  began  redeeming  their  notes  in 
gold  at  the  rate  of  2 pesos,  or  coloncs,  to 
the  dollar,  in  accord  with  the  law.  The 
notes  now  circulate  at  this  value. 

The  gold  standard  law  provided  for 
fractional  money  to  consist  of  fiduciary 
silver  coins.  The  minting  of  these  coins 
was  to  be  arranged  in  the  United  States. 
When  the  price  of  silver  fell  in  the  lat- 
ter part  of  1920  and  in  1921  the  silver  in 
the  old  pe.«o  became  worth  less  than  60 
cents,  the  newly  established  value.  These 
coins  now  became  worth  more  as  money 
than  as  silver,  and  what  coins  were  still 
in  existence  began  appearing  in  circula- 
tion where  they  had  not  been  seen  since 
early  in  the  war.  when  the  irredeemable 
banknotes  drove  them  out  Although  the 
gold  standard  law  had  demonetized  these 
coins,  popular  sentiment  now  forced  the 
Government  to  repeal  this  provision  in  so 
far  as  Salvadorian  coins  were  concerned. 
New  nickel  coins  have  been  arriving  in 
Salvador  recently,  and  the  need  for 
smaller  money  has  been  relieved. 

In  the  latter  part  of  1919  bills  of  ex- 
change on  New  York  went  to  a discount 
There  had  been  a prontable  coffee  crop 
and  drafts  were  plentiful.  Furthermore, 
gold  was  being  imported  in  large 
amounts  in  connection  with  the  installa- 
tion of  the  gold  standard.  This  served 
to  limit  the  discount  to  which  drafts 
might  otherwise  have  gone. 

Exchange  went  back  to  par  in  the  early 
months  of  1920,  when  the  banks  began 
redeeming  their  notes  in  United  States 
gold  at  2 colones  to  the  dollar.  How- 
ever, the  rate  did  not  long  remain  at  par, 
principally  for  three  reasons.  First,  the 
1920  coffee  crop  was  considerably  under 
size,  and  it  was  seen  that  coffee  exports 
would  be  relatively  light,  meaning  that 
bills  would  be  scarce.  Second,  combined 
with  a small  crop,  the  price  of  coffee  be- 
gan dropping  precipitously  in  foreign 
markets,  so  that  what  coffee  was  export- 
ed would  not  bring  the  anticipated  values. 
Third,  the  demand  for  drafta  had  in- 
creased. The  prosperity  of  the  year  be- 
fore due  to  soaring  coffee  prices  and  a 
fair  coffee  crop  had  led  merchants  to  Im- 
port large  stocks  of  goods.  They  sud- 


denly found  themselves  overstocked  with 
goods,  tho  prices  of  which  were  rapidly 
falling,  and  the  people  with  little  money 
to  buy.  They  found  it  very  difficult  to 
meet  their  foreign  obligations,  with  dol- 
lars becoming  more  expensive. 

To  improve  the  situation  the  Govern- 
ment placed  an  embargo  upon  the  im- 
portation of  luxuries.  As  exchange  rates 
ro.se  the  newly  imported  gold  began  to 
leave  the  country,  a logical  result  and 
remedy  for  high  exchange  rate.  The 
exodus  of  some  of  the  precious  metal 
caused  the  Minister  of  Finance  to  issue 
an  order  to  the  customs  officials  not  to 
allow  the  exportation  of  gold  without  a 
permit  A permit  was  difficult  to  obtain, 
and  this  interference  with  exportation 
doubtle&s  caused  exchange  rates  to  go 
several  points  higher  than  otherwise 
would  have  been  the  case.  However, 
most  all  of  the  American  paper  money 
and  a large  amount  of  American  gold, 
either  by  permit  or  clandestinely,  left 
the  country.  These  events  might  be 
taken  as  evidence  that  the  arbitrary 
amount  of  gold  imported  for  the  intro- 
duction of  the  gold  standard  was  exces- 
sive, in  relation  to  the  existing  price 
level,  or  that  the  pe.so  was  overvalued  in 
terms  of  gold  by  the  new  law,  and  that 
the  exit  of  gold  was  but  part  of  the 
process  of  economic  adjustment  to  an  in- 
ternational value  equilibrium.  On  the 
other  hand,  the  commercial  situation  in 
1919,  when  the  gold  standard  was  ar- 
ranged for,  was  almost  the  reverse  of 
that  existing  in  the  Winter  of  1920-21, 
and  to  determine  the  proper  amount  of 
gold  needed  to  establish  successfully  the 
gold  standard  was  a problem  of  some 
magnitude. 

In  the  last  year  banknotes  have  been 
brought  to  the  banks  for  redemption,  and 
these  institutions  have  been  drained  of  a 
largo  portion  of  their  gold,  much  to  their 
coQsternatioiL  This  caused  them  for  a 
while  almost  to  discontinue  the  exten- 
sion of  credits,  and  interest  rates  mount- 
ed to  20  per  cent,  or  more.  The  contrac- 
tion of  the  note  circulah'on  from  about 
11,000,000  to  5,000,000  pesos  in  2920-21 
has  relieved  the  situation  decideduly.  and 
exchange  at  present  is  close  to  par.  This 
IS  a method  of  improving  exchange  rates 
which  European  countries  might  well 
copy. 
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1 frozen  cred- 


: apparently  is  not 

Tg  used  widely  at  pi^- 
P ent,  but  ita  enuncia- 
g tion  on  a recent  oc- 
B casion  by  a promi- 
g nent  business  man 
would  indicate  that 
18  used  in  inner 
circles.  Its  meaning 
is  immediately  clear.  What  is  frozen  does 
not  flow  or  circulate  through  accustomed 
channels.  The  difficulty  in  obtaining 
payment  of  outstanding  accounts  in- 
creases rather  than  diminishes.  Business 
houses  hitherto  relied  up  for  undeviat- 
ing  punctuality  in  making  payments  un- 
expectedly inform  a creditor  that  either 
he  must  renew  their  acceptance  or  they 
will  have  to  go  into  liquidation.  Then 
the  creditor  has  to  pass  on  this  condition 
of  affairs  to  hi.s  creditor,  and  so  on 
throughout  the  whole  business  communi- 
ty. The  banks  form  no  exception.  They 
are  afraid  to  press  any  one  debtor  lest 
the  whole  credit  structure  should  give 
way.  If  it  were  possible  to  locate  an 
individual  or  corporation  whose  removal 
would  cause  a thaw  there  would  be  no 
hesitation  in  performing  the  operation, 
but  the  obstruction  cannot  be  located. 

Outside  a confidential  circle  no  one 
will  admit  the  fact.  Every  one  win 
bravely  assert  that  he  is  not  aware  of 
any  such  trouble  until  on  occasion  is 
found  to  demand  money.  Then  the  truth 
is  revealed.  He  is  a borrower  himself; 
only  that  morning  a debtor  who  has  nev- 
er failed  him  has  fallen  down  and  so  on. 
The  .story  is  the  same  everywhere  im- 
mediately the  matter  becomes  concrete. 
Although  any  indi^dual  will  talk  opti- 
mistically so  long  as  it  is  mere  talk, 
every  one  tells  the  same  tale  when  it 
comes  to  practical  business. 

It  is  not  difficult  to  point  to  a few 
contributory  causes,  .such  as  the  Ver- 
sailles Treaty,  prohibition,  increased 
rents,  increased  rates  of  interest  and 
enormous  issues  of  tax-free  bonds.  Gov- 
ernment bonds  and  public  utility  bonds. 
There  is  excessive  interference  with  bus- 
iness by  commissions  of  all  sorts.  A sus- 
picion is  growing  that  ail  attempts  at 
political  regulation  of  commerce  are  in- 
opportune in  the  vortex  of  a post-war 
struggle.  That  is  the  time  for  laissez- 
faire.  When  an  individual  is  in  the 
throes  of  a lawsuit  and  .simultaneously 
engaged  in  saving  his  commercial  credit 
the  moral  reformer  and  the  political  fad- 
dist should  be  kept  out  of  the  way.  Their 
approach  at  such  a season  is  like  en- 
forcing traffic  regulations  against  a fire 
brigade  or  a doctor  ru.shing  to  save  a 
patient  Unusual  liberty  is  required,  the 
slackening  of  restrictions.  At  such  times 
the  supreme  function  of  government 
probably  the  only  sane  function,  is  to  ad- 
minister taxation  m such  a way  as  to 
prevent  accumulations  in  any  directron 
that  will  withdraw  currency  from  trade. 
Funds  should  be  adroitly  extracted  from 
the  proceeds  of  stagnating  permanent 
long-time  investments  and  expended  in 
ways  that  will  inject  nroney  into  active 
trade  channels. 

Wholesale  prices  have  been  reduced, 
out  retail  prices  have  by  no  means  re- 
•sponded.  Hay  and  dairy  feed  are,  in 
some  places,  below  pre-war  prices,  but 
milk  is  still  20  per  cent  above  its  pre- 
war price,  and  was  reduced  thus  far 
only  long  after  the  cost  of  production 
had  been  reduced.  Wheat  is  near  the 
dollar  level,  which  in  itself  wa.s  once  a 
distant  ideal,  and  yet  bread  is  only  20 
per  cent  below  the  price  fixed  when 
wheat  was  at  $0.  It  is  not  desirable  nor 
possible  to  fix  prices  by  law  under  ex- 
isting conditions.  Only  one  step  in  that 
direction  would  be  proper,  the  preven- 
tion of  destruction  of  food,  after  it  has 
been  harvested,  by  leaving  it  to  rot  and 
then  procuring  the  collusion  of  the 
Health  Inspector  to  condemn  it.  Pota- 
toe.s,  ftuit  and  vegetables  have  been  kept 
out  of  the  market  by  this  means  when 
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their  sale  at  lower  prices  would  have 
made  a reduction  of  wages  possible  and 
reasonable  The  farmer  is  not  benefited 
by  these  unpatriotic  processes.  The  re- 
strictions occur  after  the  production  of 
the  goods  and  after  the  harvesting  of 
crops.  Where  it  becomes  impossible  to 
harvest  a crop  the  case  is  one  for  com- 
miseration; but,  once  harvested,  the 
product  be  conveyed  to  the  con- 

sumer with  all  needful  diligence  dictat- 
ed by  the  extent  of  its  perishableness. 
The  remedy  would  appear  to  lie  between 
some  form  of  co-operative  distribution 
and  freedom  of  the  great  wholesale 
houses  to  deal  more  directly  with  the 
consumer  through  chains  of  large  re- 
tail distributive  depots.  In  a large  West- 
ern city  there  are  550  retail  grocers.  The 
population  they  serve  entails  a business 
that  in  Europe  is  handled  by  a couple 
of  co-operative  stores  at  va.stly  reduced 
prices  through  saving  the  multiplication 
of  overhead  expenses  involved  in  the 
present  system.  Some  articles  are  in- 
creased in  price  more  than  50  per  cent, 
for  the  mere  handing  across  a retail 
counter.  Without  such  a profit  the  re- 
tailer could  scarcely  remain  in  business, 
having  regard  to  the  fewness  of  his 
customers  and  his  relatively  heavy  over- 
head expenses.  The  question  is  whether 
or  not  he  could  be  better  employed  in 
some  other  capacity  than  personal  enter- 

rjlHE  saloons  had  few  real  friends,  and 
their  closing  is  not  regretted,  but  this 
could  have  been  brought  about  without 
the  Volstead  act,  which,  from  an  eco- 
nomic point  of  view,  was  about  as  inop- 
portune as  any  enactment  could  possibly 
have  been.  It  .seriously  interferes  with 
French  trade  at  a time  when  it  is  of  par- 
amount importance  that  there  should  be 
no  disturbance  of  ancient  channels.  It 
has  put  a fictitious  value  on  wine  grapes 
through  the  exorbitant  price  at  which 
they  can  now  be  sold,  owing  to  what  is 
the  equivalent  of  a very  high  local  tariff, 
from  which  neither  State  nor  Federal 
Government  benefits,  precisely  at  a mo- 
ment when  both  are  in  sore  need  of 
funds.  On  the  contrary,  they  lose  the 
ordinary  revenue  from  the  oldest  source 
of  income,  necessitating  irritating  taxa- 
tion at  every  turn,  from  the  121«  per 
cent,  tax  on  a pot  of  vaseline  to  the  sur- 
charge on  the  intercollegiate  athletic 
contest  or  on  railway  traveling.  Every- 
where the  people  learn  to  execrate  an 
enactment  that  hn<t  brought  upon 

There  would  have  been  none  of  these 
misnamed  “ war  taxes  " but  for  the  Vol- 
stead act.  Another  result  is  the  raising 
of  urban  rents.  Cities  have  been  com- 
pelled through  loss  of  revenue  to  increase 
their  assessments  on  real  property,  and 
this  has  been  more  than  recouped  by  the 
owners  in  the  form  of  increased  rentals. 
The  New  York  Real  Estate  Record  and 
Guide  has  recently  put  the  matter  clear- 
ly. It  says,  “ There  are  no  cheap  apart- 
ments anywhere  in  the  City  of  New 
York.  Tenants  have  found  that  hard 
fact  out  this  Autuinn,  and  are  reconciled 
to  reducing  the  volume  of  their  luxuries 
and  applying  the  difference  to  their 
rent."  This  is  characteristic  of  other 
cities  also  at  the  present  time.  In  Cali- 
fornia real  estate  values  in  the  wine 
grape  districts  have  been  artificially  en- 
hanced, and  those  who  were  advanta- 
geously placed  for  profiting  by  the  first 
rise  are  withdrawing  their  profits  and 
investing  them  in  already  established 
Apartments,  thus  forcing  up  urban  rents 
still  further,  and  aggravating  the  evil 
by  making  it  impossible  to  reduce  wages 
and  building  costs.  The  orthodox  econo- 
mist would  say  that  building  would  be 
promoted  by  the  high  rents,  but  such 
has  not  yet  proved  to  be  the  case.  The 
overhead  expenses  of  the  builder  and  his 
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workmen  are  maintained  at  a level  that 
makes  it  impossible  to  build  the  class  of 
houses  required  even  if  the  builder  were 
not  affected  like  all  others  by  frozen 
credit 

The  most  important  obstruction,  how- 
ever, is  the  high  rate  of  interest  Some 
of  the  previously  considered  conditions 
probably  operate  as  contributory  canse-s 
in  bringing  this  about  But  its  main 
causes  are  the  large  issues  of  Govern- 
ment and  public  utility  bonds.  These 
have  absorbed  all  the  investment  money 
that  was  available  at  normal  rates.  Hav- 
ing done  this  they  promote  a vicious  cir- 
cle. The  tax-free  bond  becomes  a base. 
To  the  amount  of  its  interest  is  added 
the  taxation  made  necessary  by  its  issue. 
This  produces  a fresh  base  of  higher  in- 
terest for  industrial  and  public  utility 
bonds. 

TN  old  times  there  was  a wage  fund 
theory  on  which  was  based  a belief 
that  the  amount  for  wages  was  lim- 
ited. This  theory  has  almost  disap- 
peared, but  there  is  another  fund  that  is 
really  limited  and  yet  mostly  disre- 
garded. This  is  the  bond  interest  fund. 
Its  limitations  are  being  severely  felt  at 
the  present  moment.  Bond  interest  and 
an  overhead  expenses  are  first  charges 
on  surplus  value  produced,  but  out  of 
this  surplus  value  alone  can  profit  be 
paid.  When  bond  interest  is  swoDen  to 
an  extent  that  absorbs  so  much  of  the 
surplus  value  that  there  is  not  sufficient 
remaining  for  a stimulative  proUt  trade 
is  throttled.  This  is  what  is  happening 
today.  It  is  mechanically  true  that  the 
tractive  power  of  a horse  is  increased 
by  a wei^t  on  its  back,  but  there  are 
limits  to  the  proce^  Too  much  weight 
will  stop  the  horse  from  pulling  at  alL 
Bond  interest  is  the  wei^t  on  the  horse’s 
back.  It  has  become  so  heavy  as  to  stop 
the  pulling.  In  the  matter  of  stock  divi- 
dends it  was  pointed  out  that,  so  long 
as  these  do  not  increase  capitalization 
faster  than  increased  surplus  value  is 
produced,  they  can  safely  be  paid.  But 
the  lower  the  rate  of  interest  the  greater 
is  the  capitalization  that  is  possible.  As 
civilization  advances  the  surplus  value 
fund  continuaOy  increases,  permitting  of 
continual  increase  in  capitalization.  But 
an  essential  condition  is  that  the  capital- 
ization should  not  increase  out  of  pro- 
portion to  the  fund.  Lf,  then,  the  rate 
of  interest  is  largely  increased,  as  it 
has  been,  a proportionate  restriction  in 
the  increase  of  capitalization  is  requisite. 
This  has  not  been  the  case.  Bonds  have 
been  issued  to  a total  capita]  value  that 
would  have  been  £bo  great  at  ordinary 
rates  of  interest.  The  fund  is  proving 
insufficient  to  provide  the  interest  and 
leave  anything  for  the  more  necessary 
profits  that  are  essential  to  active  trad- 
ing. The  evil  is  cutting  two  ways.  First- 
ly, the  high  rate  of  interest  is  drawing 
money  out  of  trade  which  is  urgently 
required  there.  The  bonds  are  pledged 
at  banks  at  a high  rate  of  interest  again 
withdrawing  funds  that  should  properly 
be  available  for  trade  purposes.  Thus 
'basines.s  is  first  straitened  for  want  of 
its  ordinary  funds,  and  then  farther 
straitened  by  the  increase  of  interest  on 
its  bills  of  exchange.  Enterprise  is 
stifled. 

Cheap  money  is  the  life  of  business 
prosperity.  With  the  market  full  of  8 
per  cent,  bonds  people  are  climbing  out 
of  the  bu.siness  arena  and  on  to  the  back 
of  the  working  world.  Once  used  in  the 
sense  of  a limitation  of  liability  the  word 
security  has  now  become  synonymous 
with  paralysis  of  enterprise.  Instead  of 
opening  up  trade  people  are  scraping 
funds  together  for  investment  in  8 per 
cent  bonds.  The  result  is  a triple  evil. 
First,  the  speculative  activity  of  the 
people  is  being  undermined  by  a laxy  de- 
sire to  live  on  high  interest  without 


working.  Second,  the  banks  are  se- 
duced into  using  their  funds  to  assi.st  in 
this  process  rather  than  in  stimulation 
of  buairtess  by  discounting  genuine  bills 
of  exchange  issued  against  wealth  ready 
for  marketing.  Third,  general  credit  is 
frozen  and  a creeping  paralysis  is  at- 
tacking industry.  Undercapitalization 
and  high  rates  of  profit  on  common  stock 
spell  prosperity.  There  can  be  only  one 
end  to  the  present  process  if  unchecked — 
business  will  collapse  under  the  sheer 
weight  of  overhead  expenses  and  pre- 
ferred charge 

Trade  is  good-when  common  stocks  are 
active  and  soaring,  and  bonds  are  left 
for  those  who  have  more  money  than 
ability  to  use  it,  those  who  are  too  timid 
for  enterprise  and  must,  therefore,  be 
contented  with  4 or  5 per  cenC  At  one 
time  there  was  a practice  of  is.ming 
what  were  known  as  founders’  shares,  an 
ultra-speculative  common  slock  that,  in 
the  event  of  great  prosperity  to  the  un- 
dertaking, shared  to  air  unusual  degree 
in  the  profits.  These  founders’  shares 
could  be  obtained  only  by  those  who  sub- 
scribed or  procured  subscribers  for  large 
blocks  of  preference  stock  at  4 or  5 per 
cent.,  while  an  even  lower  rate  was  paid 
on  debentures  issued  to  trust  undertak- 
ujgs  restricted  to  such  investments. 
Eventually  the  founders’  shares  some- 
times received  dividends  that  put  a thou- 
sand per  cent  premium  on  their  value. 
Had  the  concern  been  overcapitalized  or 
enervated  by  leaning  on  a Public  Service 
Commission  no  such  results  would  have 
been  ofatainecL  The  lower  th»  iniKnl  ca{K 
italization  and  the  better  the  manage- 
ment the  more  the  value  of  the  founders' 
shares  increased.  The  founders  saw  to 
it  that  Directors  were  appointed  for  per- 
sistent business  ability.  Such  men  ob- 
tained titeir  gratuities  out  of  their  found- 
ers' dividends,  and  not  as  a result  of 
serial  juggling  with  Public  Service  Com- 
missions. In  those  days  it  was  consid- 
ered an  unworthy  action  for  a man  to 
withdraw  his  profits  from  a business  in 
order  to  invest  them  in  bonds  that  would 
enable  him  to  idle  away  his  time  in  for- 
eign pleasure  reiorts  while  his  talents 
were  needed  in  the  old  coneeru.  Hudi 
the  same  peyebology  was  cofnpri.sed  in 
this  view  as  that  which  considers  it  un- 
gentlemanly  to  retire  with  winnings  from 
a game  that  one's  comrades  are  willing 
to  continue.  Government  interference 
was  then  at  a mimimom,  enterprise  at  a 
maximum;  enterprise  iu  real  biLsiness, 
not  in  bond  salesmanship. 

T>E1NG  accustomed  to  the  layman's 
tripartite  divisimi  of  soriety  into 
capital,  labor  and  the  public  we  rarely 
consider  whether  there  are  circumstances 
that  demand  a different  classitication. 
In  this  connection  the  term  public  means 
every  one  who  is  not  directly  concerned 
in  the  immediate  issue,  so  that  those 
who  come  under  the  first  two  denomina- 
tions today  may  tomorrow  become  part 
of  the  public,  while  part  of  yesterday’s 
public  may  tomorrow  become  ranged  un- 
der capital  or  labor.  But  this  classifica- 
tion is  misleading  when  we  are  consider- 
ing business  and  State  finance.  Then 
we  must  have  regard  to  conflicting  in- 
terests of  another  sort  We  find  that 
there  are  circumstances  under  which  the . 
interests  of  capital  and  labor  are  identi- 
cal, and  that  these  interests  are  opposed 
by  the  combination  of  taxation  with 
bond  interest  and  economic  rent  It  may 
be  arbitrary  to  include  under  capital 
only  active  capital  being  immediately 
utilized  in  producing  wealth,  but  by 
doing  so  a more  accurate  conception  of 
the  position  will  be  realized.  Preferred 
charges  are  more  nearly  analogous  to 
interest  on  debt  incurred  long  ago  for 
wars.  Wars  may  have  produced  a condi- 
tion under  which  business  »*«n  be  im- 
proved, and  in  that  respect  may  occupy 
a financial  po.sition  similar  to  drainage 
of  land  accomplished  by  one’s  grandfa- 
ther. but  we  come  pretty  near  to  a re- 
ductio  ad  absurdnm  if  We  pursue  this 
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argrument  until  nil  the  work  done  in  all 
previous  generations  is  included  as  cap- 
ital to  be  charged  against  an  undertak- 
ing, and  yet  that  is  where  we  are  inevi- 
tably led  to.  For  practical  purposes  in 
considering  currency  and  credit  in  their 
relations  to  general  prosperity  the  in- 
terests of  working  capital  aie  para- 
mount, and  labor  is  but  a pai't  of  the 
working  capital.  Common  stock  is  all- 
important,  and  prcfen-cd  chnrge.s  a nec- 
essary evil  to  be  utilized  and  squeezed 
out  without  conjpunction.  This  attitude 
is  essential  to  the  enlistment  of  our  en- 
ergies on  the  side  of  general  prosperity. 
Thus  the  prosperity  of  the  bond  market 
is  really  opposed  to  the  prosperity  of 
the  .':tock  market.  The  former  represents 
an  incubus,  the  latter  a most  important 
stimulus.  Accustomed  as  we  arc  to 
couple  stocks  and  bonds  together,  it  re- 
quires cornddcrable  readjustment  of  our 
point  of  view  to  differentiate  their  influ- 
ences. If,  however,  we  are  willing  to  take 
an  unprejudiced  view  we  can  easily  see 
that  taxation,  bond  interest  and  the  pri- 
vate appropriation  of  economic  rent  are 
merely  different  foim.s  of  the  same 
charge.  Jointly  and  severally  they  con- 
stitute the  overhead  chaige  that  com- 
merce has  to  bear,  and  their  'excessive 
weight  at  the  pre.scnt  moment  will  be 
found  to  be  the  prime  cause  of  trade  dif- 
ficulties. 

So  much  ha.s  been  said  and  written  in 
an  effort  to  cast  the  blame  on  the  banker 
that  it  is  time  we  realized  that  his  office 
depends  entirely  on  the  acts  of  his  cli- 
ents. He  is  merely  an  instrument.  His 
function  is  to  regulate  the  issue  of  cur- 
rency. Pro.sperity  depends  on  large  cir- 
culation and  cheap  currency,  and  there- 
fore his  desire  is  perpetually  to  increase 
banking  facilities.  But  his  desire  is  re- 
quired to  be  subservient  *to  the  acts  of 
those  who  are  competent  to  make  de- 
posits. Ue  is  by  no  means  free  to  follow 
his  own  behests.  If  the  proprietors  of 
funds  insist  on  investing  in  bonds  and 
demanding  the  issue  of  currency  against 
these  bond.s  for  the  purpose  of  buying 
more  bonds,  one  cannot  blame  the  banker 
for  his  inability  adequately  to  finance 
trade.  He  can  say  yes  or  no  to  a propo- 
sition, but  his  decision  is  firmly  con- 
trolled by  factors  over  which  he  has  lit- 
tle influence.  He  does  not  create  the  dif- 
ficulties. On  the  contrary,  no  one  is 
more  anxious  to  remove  them. 

Under  the  lead  of  the  commission  sys- 
tem of  supervising  public  utilities  we 
have  got  into  a vicious  “ cost-plus  ” pro- 
gram of  piling  up  excessive  bond  inter- 
est. We  are  troubled  about  Federal  tax- 
ation, but  bond  interest  operates  in 
precisely  the  same  manner  as  a burden 
to  business.  When  the  commission  sys- 
tem was  inaugurated  the  theory  was  that 
the  public  would  be  protected  against  ex- 
tortion. The  operation  has  had  an  oppo- 
site effect,  not  willfully  produced,  but  as 
a result  of  circumstances  that  were  not 
foreseen.  It  ha.<i  evolved  into  a cost-plus 
system  yielding  the  large.st  profits  to 
the  most  wasteful  and  inefficient  man- 
agement. Today  the  most  useful  Presi- 
dent for  a public  utility  is  not  the  prac- 
tical man  with  technical  training,  but 
the  lawyer  who  can  devise  methods  for 
making  the  alleged  necessary  expenses 
as  large  as  possible,  so  as  to  justify  to 
the  commis.sion  a claim  to  make  an  in- 
creased charge  for  the  service  supposed 
to  be  rendered.  One  result  is  that  a large 
staff  is  employed  in  keeping  records,  in 
manipulating  them  and  in  inteipreting 
them  in  terms  of  the  powers  that  appear 
to  devolve  on  the  commission.  A counter- 
vailing staff  must  be  employed  by  the 
commission  on  the  same  unproductive  la- 
bor, all  of  which  expense  eventually  comes 
to  be  charged  on  the  taxpayers.  Aa  the 
commissions  are  not  infrequently  com- 
posed of  men  of  less  experience  than 
those  employed  by  the  corporations,  the 
victory  almost  invariably  rests  with 
those  seeking  for  increased  charges.  Both 
aides  are  honestly  attempting  to  do  what 
they  coheeive  to  bo  their  duty,  but  the 
doty  is  such  as  might  better  be  abolished 
altogether.  An  instance  has  recently  oc- 
curred demonstrating  the  inconsistent  re- 
sults achieved.  A 6 per  cent,  profit  was 
fixed  for  railroad  investment,  which  is 


come  on  fixed  charges  is  then  compen- 
sated by  increased  purchasing  power  due 
to  chcapnG.ss  consequent  on  lorgc  volume 
of  trade.  In  the  case  of  public  utilities 
the  i-cniedy  would  appear  to  lie  in  ad- 
justing chai'ges  by  dividends  on  common 
stock,  allowing  an  automatic  incrca.se  of 
dividend  contoiiiporaneously  with  every 
reduction  of  the  charge  for  service.  This 
sy.steni  has  been  tried  with  some  of  the 
largest  public  utilities  in  the  world,  and 
has  proved  an  unqualified  success.  An 
inim^iatc  consequence  would  be  the  sav- 
ing of  the  whole  cost  of  commissions,  and 


of  the  elaborate  rccoids  that  their  exist- 
ence imposes  on  the  companies.  It  is 
impossible  for  the  companies  to  be  op- 
pressive if  increase  of  dividend  is  made 
contingent  on  reduction  of  charge.^.  That 
system  is  precisely  the  reverse  of  cost- 
plus.  It  would  cause  the  immediate  rc- 
placcmait  of  the  lawyer  President  by  the 
business  President.  Capable  and  econom- 
ical management  would  bo  substitutbd 
for  the  paralyzing  influence  of  loaning 
on  commissions  and  relying  for  profits 
on  strained  interpretations  of  ill-con- 
ccived  statutes.  1 


Freedom  is  what  is  required,  freeilom 
for  individuals  and  corporations  to  man- 
age their  affairs  in  their  own  way,  real- 
izing that  SUCCCS.S  can  be  attained  only 
by  efficiency.  Unless  8 per  cent,  bonding 
speedily  is  checked  it  will  throttle  busi- 
ness by  causing  lack  of  banking  facili- 
ties, and  seducing  the  oblc  entrepreneur 
into  retirement  on  the  proceeds  of  large- 
yielding  prior  charges.  The  ultimate  re- 
sult must  be  commercial  collapse  and 
default  in  the  payment  of  this  excessive 
rate  which  is  largely  responsible  for 
frozen  credit. 


BUY  IT  FROM  THE  NAVY 


Naval  Vessels  as  Hulks  for  Salvage 

By  Sealed  Proposals  opening  January  16,  1922 
At  Board  of  Survey,  Appraisal  and  Sale, 

Navy  Yard,  Washington,  D.  C. 

Improvements  in  Naval  construction  have  rendered  these  fine  old 
warships  obsolete,  and  the  opportunity  is  now  being  given  the  metal* 
trades  to  purchase  for  salvage  the  following  vessels: — 


Some  of  the  Vessels  Offered  for  Salvage 

■ (Note. — Displacement  given  below  is  for  full  load.) 


U.  S.  S.  MAINE  (Battleship).  Built  in  1901. 
Length,  393  feet;  draft,  23  feet;  beam,  72  feet 
Displacement,  13,500  tons.  Now  at  Philadelphia,  Pa. 

U.  S.  S.  MISSOURI  (Battleship).  Built  in  1901. 

Longth,  394  feet;  draft,  24  feet;  beam,  72  feet. 
Displacement,  13,500  tons.  Now  at  Philadelphia,  Pa. 

U.  S.  S.  WISCONSIN  (Battleship).  Built  in  1893. 

Length.  374  feet;  draft,  24  feet;  beam,  72  feet; 
Displacement,  12,150  tons.  Now  at  Philadelphia,  Pa. 

U.  S.  S.  MEMPHIS  (Cruiser).  Built  in  1903. 

length,  B04  feet;  draft,  25  feet;  beam,  73  feet. 
Displacement,  15,712  tons. 

Now  a -wreck  at  Santo  Domingo,  D.  R. 

TAKGET  (Ex-Monitor  PURITAN).  Built  in  1882. 

Length,  299  feet;  draft,  18  feet;  beam,  60  feet. 
Displacement,  6,060  tons.  Now  at  Norfolk,  Va. 


U.  S.  S.  OZAIIK  (Monitor).  Built  in  1900. 

Length,  265  feet;  draft,  13  feet;  beam,  60  feet. 
Displacement,  3,366  tons.  Now  at  Philadelphia,  Pa. 

TARGET  (Ex-Monitor  MIANTANOMOH).  Built 
in  1876. 

Length,  263  feet;  draft,  14  feet;  beam,  55  feet 
Displacement,  3^90  tons.  Now  at  Norfolk,  Va. 


U.  S.  S.  TONOPAH  (Monitor).  Built  in  1900. 

Length,  266  feet;  draft,  13  feet;  beam,  60  feet.  - 
Displacement,  3,356  tons.  Now  at  Philadelphia,  Pa. 


U.  S.  S.  ORIOLE  (Ex-DALE) ; Wooden  Sailing 
Vessel.  Built  in  1839. 

Length,  117  feet;  beam,  34  feet. 

Now  at  Coast  Guard  Depot  (S.  Baltimore,  Md.). 


The  offer  of  these  vessels  by  the  Navy  Department  for  sale  to  commercial  organi- 
zations should  be  considered  from  the  standpoint  of  a nucleus  to  go  into  the  ship  break- 
ing up  field  for  some  farsighted  concern*  looking  for  new  business. 

Aside, from  the  ferrous  and  non-ferrous  metals  entering  into  Naval  ship  construc- 
tion, consider  the  ^electrical  machinery,  pumps,  winches,  boilers,  engines,  piping,  etc., 
for  which  there  is  always  a receptive  market  with  an  attractive  recovery. 

A careful  investigation  of  the  success  recently  achieved  in  foreign  countries  by 
‘'ship  breaking**  concerns  will  convince  you  of  the  advisability  of  promptly  communi- 
cating with  the  Navy  Department.  % . / , y . r - 

fF rite  or  wire  for  catalogue  No.  13-46b  giving  the  terms  of  sale 
and  describing  the  vessels  offered 

Central  Sales  Office 

NAVY  DEPARTMENT  WASHINGTON,  D.  C. 
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International  Currency  to  Stabilize  World  Conditions 


0HE  greatest  problem 
of  the  world  today 
is  the  establishment 
of  universal  and  per- 
manent peace.  In- 
vention has  proceed- 
ed so  far  as  to  make 

too  expensive,  and  so 
injurious  in  its  af- 
ter effects  the  world  over  that  a solution 
of  this  problem  is  necessary  to  the  very 
existence  of  civilization.  This  situation 
is  leading  more  and  more  toward  the  de- 
velopment of  a world  state.  We  have  now 
international  goverment  in  a primitive 
form  in  The  Hague  Tribunal,  the  League 
of  Nations,  world  conferences,  such  as 
that  on  the  limitation  of  armaments,  the 
assertion  of  extraterritorial  authority 
by  groups  of  the  most  powerful  nations, 
all  constituting  a type  of  illy  formed 
world  government  at  the  present  time. 
Treaties  and  international  agreements 
form  the  basis  of  a slowly  developing 
world  legislative  system.  Eventually  all 
the  problems  of  war,  and  of  the  interna- 
tional jealousies  which  give  rise  to  war, 
must  find  their  solution  in  a universal 

One  of  the  greatest  problems  of  the 
world  in  this  connection  is  that  of  inter- 
national finance.  The  development  of 
steamships,  oceanic  cables,  wireless  teleg- 
raphy and  telephony,  the  dissemination 
of  literature  and  of  newspaper  news  and 
comment  tend  more  and  more  to  bind  the 
world  together  into  a single  social  unit, 
which  with  constant  improvement  of  the 
system  of  intercommunication  demands 
a solution  of  numerous  problems  mutual 
to  all  the  nations.  The  monetary  prob- 
lem has  hardly  been  touched  in  an  inter- 
national way.  The  leading  nations  have 
their  banks  on  the  soil  of  other  nations, 
but  we  are  bound  to  a totally  inadequate 
basis  for  money  issue.  There  has  been 
little  evolution  in  the  financial  system 
of  the  world,  and  consequently  when  a 
world  war  occurs  the  financial  system 
breaks  down. 

At  present  the  United  States  owns 
about  46  per  cent,  of  the  world's  gold. 
The  remaining  54  per  cent  would  hardly 
pay  one-third  of  what  the  world  owes  to 
the  United  States.  Yet  gold  is  the  prin- 
cipal medium  of  exchange  in  the  pay- 
ment of  balances  between  nations.  The 
Inadequacy  of  the  gold  supply  is  at  the 
root  of  the  difficulties  now  existing  in 
international  exchange.  The  immediate 
pressing  need  is  to  adopt  a monetary 
system  of  a universal  type.  This  is  quite 
as  necessary,  and  even  more  necessary, 
than  a universal  postal  system,  which 
already  exists.  It  could  readily,  by 
agreement  of  the  principal  powers,  be 
superimposed  upon  the  national  finan- 
cial systems  now  existing.  The  only 
reason  why  many  nations  appear  to  be 
bankrupt,  and  why  their  money  is  at 
such  a discount  in  the  world  market  is 
the  ruinous  theory  of  restricting  the  se- 
curity for  money  issue  to  a single  com- 
modity, gold;  or  two  commodities,  gold 
and  silver. 

If  we  go  back  to  a period  antedating 
government,  we  Hud  humanity  under 
the  necessity  of  exchange  of  commodi- 
ties, the  original  exchange  basis  being 
that  of  barter.  By  custom  money  of  dif- 
ferent types  came  to  be  recognized  as 
tokens  of  values  prior  to  any  civic  or 
national  legislation.  With  the  develop- 
ment, however,  of  the  State,  the  right  or 
privilege  of  individual  money  issue 
against  proporty  values  came  to  be  ab- 
sorbed by  the  State,  and  in  most  leading 
nations  gold  and  silver  came  by  custom 
to  be  recognized  as  the  only  material 
guarantees  supporting  the  value  of  paper 
currency.  The  mistake  in  this  system  is 
that  all  currency  and  much  coinage  is 
more  or  less  unsupported  by  actual 
values  and  dependent  upon  the  credit  of 
the  State.  When  currency  becomes  ex- 
cessive in  amount,  adversely  affecting 
the  credit  of  the  State,  paper  Currency 
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declines,  and  the  decline  in  currency 
erects  barriers  in  internatial  exchange. 

It  would  be  well  if  we  would  go  hack  to 
original  principles  and  adopt,  as  a basis 
for  money  issue,  property  in  all  forms, 
restoring  to  the  individual,  tinder  proper 
regulations,  the  right  of  money  issue 
against  property  values  actually  held  by 
the  individual  or  by  bodies  corporate; 
this  right,  however,  to  be  exercised 
through  the  international  monetary  sys- 
tem. The  real  values  of  the  world  are 
stable.  These  values  are  land,  water 
powers,  buildings,  railroad  and  steam- 
ship properties,  factories,  mines,  forests, 
fisheries  and  their  products  and  labor. 
The  products  of  the  natural  resources  of 
the  world  are  constantly  moving  from 
the  producer  to  the  consumer.  The  de- 
mands of  human  life  give  to  them  rea- 
sonably stable  values  quite  as  stable  as 
the  values  of  gold  and  silver,  while  the 
sources  of  products  moving  into  con- 
sumption are  with  us  always  and  will 
always  continue  to  enhance  in  value  with 
increase  of  population. 

It  follows  then  that  a monetary  system 
based  upon  ownership  of  property,  and 
restricted  as  regards  the  volume  of  the 
issue  to  not  exceeding  60  per  cent,  of  a 
conservative  valuation  of  the  property, 
would  afford  the  most  stable  basis  pos- 
sible for  money  issue.  Of  course,  it  would 
be  impracticable  to  leave  each  individual 
to  issue  the  money.  Currency  supported 
by  property  values  of  all  classes  should 
be  issued  by  international  authority.  To 
that  end  if  an  international  monetary 
conference  were  called  in  which  all  na- 
tions or  at  least  the  leading  nations 
would  participate;  if  that  conference 
would  erect  a central  world  bank  (in  a 
neutralized  dty)  governed  by  an  inter- 
national monetary  commission;  if  that 
bank  were  given  authority  directly  and 
through  its  eubaidiarias  ih  the  various 
countries  of  the  world  to  issue  world  cur- 
rency, guaranteed  by  the  property  of  in- 
dividuals and  issued  only  to  individuals 
in  the  above-mentioned  ratio  to  their 
property  ownership,  a stable  system  of 
world  currency,  obviating  all  exchange 
problems,  would  be  accompb'shed.  Of 
course,  it  would  be  necessary  for  the 
money  to  be  issued  to  the  individuals 
through  local  banks,  and  for  those  hanka 
to  be  responsible  in  the  transaction, 
guaranteeing  the  existence  of  the  prop- 
erty and  its  values  and  holding  mortgage 
thereon  as  security  for  the  money  issue 
against  such  property. 

The  intematiODal  monetary  commis- 
sion would  of  necessity  have  agents  in  all 
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parts  of  the  world  superintending  the 
national  banking  systems  through  which 
the  international  currency  would  be 
transmitted  to  the  local  property  owner. 
The  system  would  be  no  more  complex 
than  the  system  now  involved  with  the 
Federal  Land  Banks  in  this  country  or 
than  the  system  in  vogue  in  handling  the 
money  issue  of  Federal  Reserve  Banks. 

There  would  be  the  following  very  im- 
portant differences,  however:  The  sys- 
tem would  be  international  instead  of  na- 
tionaL  Currency  instead  of  representing 
less  of  actual  value  in  commodity  owner- 
ship than  the  face  of  the  note  would 
represent  twice  as  much  of  property  as 
the  face  of  the  notes.  At  the  pre.sent  time 
the  Federal  Reserve  note  issues  are  pro- 
tected by  a gold  reserve  of  about  71 
cents  on  the  dollar,  while  the  notes  of  the 
British  Government  are  protected  by  less 
than  25  cents  on  the  dollar  of  gold  re- 
serve. Most  other  countries  are  in  very 
much  worse  shape  as  regards  the  pro- 
tection for  their  paper  money.  Such 
countries  as  Czechoslovakia,  Poland,  Aus- 
tria and  Germany  have  an  almost  inap- 
preciable gold  reserve  and  their  currency 
has  faDen  in  value  to  hardly  more  than 
a fortieth  or  a fiftieth  of  its  face.  Now 
there  are  lands,  buildings,  mines,  rail- 
roads, factories,  forests,  fisheries  in 
those  countries  as  there  are  elsewhere, 
yet  their  Governments  are  constructively 
bankrupt  because  of  the  fact  that  the 
world  recognizes  but  one  or  at  most  Iwo 
commodities  as  a basis  for  money  issue; 
and,  as  a matter  of  fact,  more  than  nine- 
tenths  of  the  money  of  the  world  is  mere 
paper — flat  money — based  on  the  credit 
of  Governments  which  in  many  instances 
are  overloaded  with  debt.  Yet  the  people 
of  those  Governments  have  properties  of 
vast  value,  and  the  people  are  not  bank- 
rupt even  though  tbeir  Governments 
may  be. 

TTOWEVER,  the  gold  and  silver  of  the 
world,  even  if  it  were  not  now  mono- 
polized as  regards  gold,  by  the  United 
States,  would  be  totally  inadequate  to 
support  the  vastly  expanded  note  issue 
of  European  countries  incident  to  war 
and  its  after  effects. 

There  are  many  valuable  results  to  ac- 
crue from  an  international  currency. 
There  would  no  longer,  under  such  a 
monetary  system,  be  any  necessity  of 
transmitting  balances  in  gold,  for  the 
world  currency  would  be  sustained  at  par 
in  all  countries  of  the  world,  and  with 
universal  recognition.  Actual  tranEinis- 
sion  of  balances  in  paper  currency  would 
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a bill  to  establish  a.  Federal  farm  loan 
investment  corporation  through  which 
Federal  banks  may  market  their  bonds, 
and  this  legislation  is  a part  of  a pro- 
gram through  which  Congress  hopes  to 
bring  relief  to  the  farmers.  W.  P.  G. 
Harding,  Governor  of  the  Federal  Re- 
serve Boapl,  pointed  out  in  an  address 
that  there  would  be  no  permanent  im- 
provement in  business  conditions  until 
agriculture  was  placed  in  a more  stable 
condition. 

The  Senate  passed  a resolution  for  an 
investigation  of  the  alleged  lobby  ac- 
tivities of  the  dye  industry,  after  restor- 
ing a provision  granting  to  a special 
committee  full  powers  to  summon  wit- 
nesses and  administer  oaths.  IMscussing 
the  dye  situation.  Senator  Prolinghuysen 
of  New  Jersey  advocated  an  embargo  on 
foreign  dyestuffs. 

Representatives  of  the  cotton  manufac- 
turing industry  appealed  to  the  Finance 
Committee  of  the  Senate  for  prompt 
action.  They  advocated  duties  higher 
than  those  proposed  in  the  Fordney  bill 
on  manufactured  cotton  products. 


While  the  outcome  of  the  allied  debt 
refunding  bill  Is  still  in  doubt,  the  Ad- 
ministration took  steps  for  the  relief  of 
the  Government's  wartime  financial  ob- 
ligation through  the  issue  of  a new  se- 
ries of  Treasury  savings  certificates. 
The  new  series,  consisting  of  three  de- 
nominations of  certificates,  was  placed 
on  sate  Thursday.  The  certificates  are 
offered  at  $20,  $80  and  $800,  bearing 
4^  per  cent  interest,  compounded  semi- 
annually. and  maturing  five  years  from 
the  date  of  issue  at  $25,  $100  and  $1,000, 
respectively.  These  certiticates  are  de- 
signed particularly  for  small  investors 
and  church  and  fraternal  and  labor  or- 
ganizations. 

A report  from  the  Director  General  of 
Railroads  sent  to  the  Senate  shows  that 
final  payments  to  railroads  on  claims 
and  adjustments  arising  out  of  the  war- 
time control  are  estimated  to  require 
$243,042,060.  The  report  states  that 
there  is  available  for  use  in  settlements 
$152,380,000,  and  that  the  Government 
holds  much  larger  sums  in  securities  that 
have  not  yet  been  marketed. 


satisfy  the  demand.  It  would  be  of 
small  concern  to  any  man  whether  the 
notes  which  he  held  represented  the 
property  of  Switzerland,  Portugal,  Spain, 
Italy,  Great  Britain,  Germany  or  else- 
where. The  fact  that  for  each  dollar  held 
by  him  there  would  be  two  dollars  value 
of  property  held  under  mortgage  to  him, 
would  be  an  ample  satisfaction  to  the 
holder  of  the  currency.  Under  this  system 
there  could  be  no  fluctuation  in  the  cur- 
rency of  any  country.  All  fiat  money  of 
individual  Governments  would  be  out- 
lawed, so  far  as  international  trade  is 
concerned.  It  would  be  impossible  to  mo- 
nopolize the  money  market  Money  issue 
would  be  responsive  to  expanding  or  con- 
tracting needs  of  trade.  The  individual 
who  has  $100,000  of  property  values 
would  have  a credit  of  $50,000  in  inter- 
national currency.  If  he  did  not  need  to 
borrow  the  money,  he  would  not  borrow 
it  If  he  did  need  to  borrow  it,  he  would 
borrow  it  The  money  supply  would  be 
in  proportion  to  the  needs  of  the  indivi- 
duals, and  as  the  mass  is  made  up  of  in- 
dividuals there  would  be  always  ample 
money  supply. 

'K/TONEY  could  neither  nnr  de- 

dine.  It  would  be  easy  of  transmis- 
sion. It  vrould  be  protected  by  the  world 
system;  i.  e.,  by  the  banking  systm 
of  each  nationally,  plus  the  guarantees 
of  the  world  or  international  agreement, 
supporting  the  monetary  system  of  the 
world.  There  would  never  be  any  danger 
of  a breakdown  of  the  system,  not  even 
during  a period  of  war,  for  any  nation 
vrfuch  would  disregard  the  regulations  of 
tbe  world  monetary  system  would  thereby 
cut  off  its  own  supply  of  international 
currency,  and  ostracize  itself  from  the 
rest  of  the  world-  Under  such  a system 
there  would  be  no  tendency  for  money  to 
be  assembled  in  great  trade  centres  like 
London  and  New  York  in  excess  of  the 
needs  of  those  centres,  while  rural  dis- 
tricts and  remote  countries  would  be  just 
as  amply  supplied  with  currency,  pro 
portional  to  their  assets  and  tbeir  needs 
of  trade  as  would  be  the  great  trade  cen- 
tres of  the  world.  Such  a monetary  sya* 
tern  would  be  immune  from  disturbance 
from  any  cause— quite  as  much  so,  and 
even  more  so  than  the  work  of  the  Red 
Cross,  for  its  maintenance  would  be  a 
first  concern  of  every  nation,  for  its  own 
' financial  support  and  the  maintainance 
of  its  international  trade. 

The  greatest  problem  in  this  connection 
would  not  be  the  erection  of  an  interna- 
tional system,  but  the  retirement  of  the 
defective  monetary  systems  of  various 
nations.  It  would  be  necessary,  for  such 
nations  to  protect  their  Cat  money  in 
order  to  avoid  calamity  to  themselves  and 
their  own  nationals. 

This,  however,  could  be  more  readily 
accomplished  when  the  international 
monetary  system  is  erected,  for  there 
would  then  be  a stable  currency  as  a me- 
dium of  exchange  in  all  countries,  readily 
at  hand,  affording  the  machinery  for  the 
retirement  of  the  depreciated  currencies 
already  in  circulation.  It  would  be  en- 
tirely practicable  to  superimpose  the  in- 
ternational monetary  system  upon  the 
national  systems  already  in  vogue.  The 
ultimate  result,  however,  would  be  the 
gradual  elimination  of  national  money  is- 
sues in  favor  of  the  universal  or  world 
currency. 

The  borrower  furnishing  the  security 
should  not  be  required  to  pay  exceeding 
2 per  cent  per  annum  for  the  money. 
That  per  centum  would  amply  m&intain 
the  systmn  and  safeguard  its  issues.  The 
banking  system  of  the  world  should  be 
used  to  aecompIlBh  contact  with  property 
owners,  and  to  add  safeguards  and  guar- 
antees. 

It  may  be  added  that  the  payment  of 
tbe  German  indemnities,  now  so  impossi- 
ble of  realization  on  a gold  hmlg,  would 
be  readily  accomplished  with  an  interna- 
tional currency  based  on  property  owner- 
ship; and  that  without  injury  to  world 
trade. 
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The  Annalist  Barometer  and  Business  Index  Line 


.<ntishtforwArd  boulncss  e 


nclplc  a loan  ( 


THB  AjuialUt  Bualness  Index  Number  for 
October  U 243.  Slocks  for  September 
made  a high  of  85.6  and  a low  of  81. 
Since  the  Index  line  did  not  alter  iU 
^reetJoD.  U ao^hao£c  imUtfted  tn  the 

t^«hout'^MO*L?’th«  iwr? 


facta,  they  haTe  b 


thua  fidfilUnc  the  prediction  of  laat 


I ffreateat  decree 


iKirtponinR  the  Inevitable  craali. 
be  orgrued,  then,  tlist  a loan  to 
to  bolatur  no  scntjmi 

S':' 


iatly  Impo^ble  to  float  any  loan 
would  bridge  the  dlfflculUea  of  Central 
jpc.  ^ 

European  ' 

.turally  woul 


ived  acntlmes 


s of  the  country.  But  nothing 
of  thin  sort  happened.  The  stack  market  fol- 
lowed a somewhat  desultory  course,  plainly 
evidencing  in  Its  price  movement  the  opera- 
tions of  the  rrofoaaioaals  and  not  showing 
the  least  awsacnlng  to  any  momentous  hap- 
penings. for  the  reason  that  actually  they 
did  not  exist  In  any  such  form  as  to  Indicate 
the  near  ippraach  of  world  statdlity. 

In  this  country  business  continues  far  be- 
low normal,  though  there  is  some  reason  for 
satisfaction  In  the  decrease  of  unemploy- 
nicnt.  The  holiday  trade  is  moderately 
heavy,  but  stUl  not  up  to  the  standard,  and 
In  manufacturing  lln^.^tn  the  taric^ojm- 

anUdpatlon  of  the  year-end  InvcotorAs.  The 
November  foret^  trado  figures  were  a bit 
discouraging,  even  though  they  were  prob- 
ably no  surprise.  EJxi>orta  totaling  J2S0..500.- 
OOO  aliowcrl  a sharp  falling  cCf  as  compared 
with  October,  and  the  figures  measured  up 
less  than  half  as  comp^ed^lth  I^ve^b^ 
Increase'ln’  November,  so  that  the  excess  of 
exports  was  onl>-.^.200.000.  or  slightly  more 
....  favorable  baiahoe  In  Octo- 


exports  w'ere  tJ 
The  falling  off  in  exports  has  passed  t 
point  where  It  can  be  accounted  for  by  t 
drop  In  commodity  prices.  On  the  oth 


IS  conclusion  of  which  security  prices  would 
■mmenoe  an  upward  movement,  preaumably 
: long  termination.  To  the  extent  that  it 
..  — ......  . .j  fudged  by 

er,  a rally  oc- 
1 In  January  and  the  relapse,  which  as 
icms  not  to  have  run  Us  coorae,  did  be- 
1 the  latter  part  of  Pebruaiy.  No  time 
Ixed  for  the  termination  of  this  relapse, 
Lhere  Is  nothing  In  the  Index  line  to 
[ndl^**tl  * ^*hl  ^ ^ d^crmlned.  The 
I conclusion  of  Iho  present  de- 


Bonds 


n security  prices  t_,„_  „ 

ntinued  upward  rise, 
lorecast  was  made  that  business  ac- 
sould  not  be  resumed  before  AugusL 


s thnugtiout  tJ 
\ large  volume 


Europe.  Probably  . _ 

doubt  had  to  do  wlUi  events  abroad.  . v « 
long  time  the  world  at  large  has  been  acan- 


leasc  a partial  resdluslmcnt  in  E^uropc.  hi 
been  arrived  at.  Hence  the  rapid  rise 
sterling  at  the  outset  of  Ian  week  was  hall 
with  a degree  of  satisfaction  as  being  1 


was  discussion  or  a huge  loon  and  a possible 
readjustment  of  the  terms  of  future  rvpam- 
tlons  payments  s^^t  they  mi^h^ot  cauK 

short,  there  was  a happier  frame  of  nilnd 
regarding  the  entire  situation,  and  this  was 
brought  about  to  some  extent  by  the  peispco- 
tl^c  sc^Ucinent  of  the  I^ah  QUMtion. 
Judgment  was  warped  and  perspective  dlanE>- 
tlons  icndei^to  b^magiUfl^,  and  the  under- 


thoroughly  Justified,  but  at  All  events  this 
much  can  be  ^d.  that  at  the  end  of  last 
week  the  complexion  it  affairs  had  changed 
to  a marked  oxtent.  and  sentiment  was  some- 
what despondent  over  the  outlook.  *nte 


. osscried  In  cable  dispatches 
hat  ^ the 


Georgia  aerial  Sa.  maturini;  1922 
prices  yielding  from  S.2S  per  ct 
^’uberty  Uaues  were  irregular, 
the  week  iCrong.  The  fourth  ' 
a new  high  price  for  the  year 


U^Ate 


e cannot  help  b 


H}f.?art  financial  operation 


market  for  municipals  is  atlU  advanc- 

e prospect  ing  In  spite  of  the  deluge  of  new  offerings, 
ncceasarr  The  of  BuffsJo  aerial  4^  which  srere 

brought  out  Friday  at  4.« 

this  class,  but  the  bonds  were  sold  In  no 
time.  It  Is  Interesting  to  note  that  pur- 
chasers of  largo  quontltiea  of  municipal 
bonds  exert  thrir  utmost  efforts  to  obtun 

priccs^'ot  which  they  usually  sell.  Indicat- 
ing a general  opinion  that  Interest  rates  will 
sUll  further  decline.  The  bid  submitted  by 
Uie  succesaftU  syndicate  for  the  953.000, out) 
New  York  City  4^  U s^d  to  be  the  highest 
since  1009  ' 


rained  a juirt  of  their  recent  loss,  to  about 
lOn:  Pennsylvania  general  4^,  at  87.  were 
up  the  gold  O¥0  of  that  road  also  gaJn- 
1^  %:  CMcag^A  Etgtem  Illinois  geoeral 
of  H at  the  cloee,  and  Chicago,  Uilwaukoe  A 
SL  Paul  refunding  4^  advanced  almost  two 

Public  utilities,  except  In  a few  special  In- 
stances, were  quiet  and  prices  showed  a 
tendency  to  fall  off  slighUy.  Laclede  Gas 
Ught  Company  Ss  were  up  a point,  to 
and  Hudson  k UanhallM  Income  So,  at 
48^  an  advance  of  over  two  points,  were 
^e^n^blc^  exceptions.  The  latter  laaoc  got 
year.  Interborough  Se  advaneerP  a fraction, 

IJlrrfr^,‘T.7IE’‘lL’x3 

phone  Company  6a  touched  102  on  Friday,  a 

Indurtrii^”lke^  Public  UUIIUcs,  were 
— • — — rlooked  on  account  of  the 


i lltUe.  though  I 


lajnge  recessions  w< 
ly  mounting  prices  for  cc 
Smelting  and  Refining  

Ma'*ChSe  ^nSlrol''ls. 

▼anced  4L  to  U3^  Cerro  de  Paw 
ble  8s  broke  though 
record,  to  ll.'»%-  United  Slates  Rubber  -. 
refundiM  5s  gained  H,  to  86%.  IntemaOoi 
Mercantile  Marine  6s Icat  a fraction.  •»  M 
in  spite  of  the  declaration  last  week 
regular  divid  . . _ . . 

Terminal  cons^ldatad 

fraction;  Dlamoud  xrn> ^ 

gained  it  to  logt:  Lacknwannj 
19o0  lost  %.  to  83%,  and  Goodyear  Tire  _ 
Rubber  8s  of  U»41  lost  a fraction  to  110%. 


rapid- 
a American 
ortgage  Ss. 
price  of  S4. 
which  ad- 
previous  high 


) 100% : 1 
teb  Company 
cawoona  Steel  .'ll 


ertible  8a  shot 


changes  perhaps  arguea  well  for  an  Increase 
In  our  foreign  trade  during^  the  coming  year, 
provided,  of  course,  that  fto  present 
la  not  sporadic.  I ' 
talned. 


. Issues.  accompanyliCe  marked 
in  the  foreign  exchanges,  no  doubt 
1C  excellent  progress  made  at  tte 

0 In  Washington.  Japanese  Govem- 

1 United  JClogdom  bonds  were  the 


while  Mexican  Petroleum 
up  1%.  to  101%. 

Foreign  Government  issues 
atteation  last  week  th«»i  in  so 
a^ctive  developments  |n  th 
tbroughoiH 

^o. 

advanced _ 

In  Belgian  francs.  City  of  Tbklo  Sa  galni 
1%.  to  06%.  Prcnrii  Government  7^  ai 
fi»  went  up  % and  on  FYlday  Klngdo 
?£  touched  95.  an  advance  of3% 

the  hipest  price  reached  for  this  year. 

SfsfflSuS- 

ular.  with  alight  recraxlons  In  moA  la 
Prevailing  low  money  rates  and  the  fa 
that  the  Refunding  bill  was  not  r««« 
caused  several  railroads  to  go  to  the  pub: 
funds  to  m«t  approaching  maturlUt 


ron^dcncc  In  stoik  maiket  operations,  pro- 

and  If  the  stock  market  begins  to  dl^unt 
double  drain  on  the  supply  *o”mot»y  *and 
possibly  a tightening  of  rates,  but  a rise  un- 
der such  circumstances  would  hardly  react 


Foreign  Exchange 

The  feature  of  the  foreign  exchange  mar- 
ket was  the  rise  In  sterling,  which 
touched  a high  on  .Monday  of  91.211n. 
the  best  rate  that  has  been  quoted  for  cx- 

1919.  The  high  price  for  sterling  at  the 
outset  th^  ^ gain,  as 

was  quite  unexpMtcd  In  the  financial  die- 
Crlct  and  one  that  created  probably  more  ex- 


oddities  of  the  altuaSon  that  with  steri 
moving  so  buoyantly  economists  In  Eogit 
should  still  be  poring  over  the  hypotheti 
proposal  of  establishing  a new  parity  for 


stoekg— Transactions— Bonds 

STOGES.  SHABES 


liceg-  TDcaday 


evcral  appUcatloos  n 


III  ui.:  — ...vestment  de- 

mand shown  In  tho  oversubscription  of  the 
new  United  States  Treasury  4%  per  cent.  aM 
4%  per  cent,  certificates,  and  the  qnl^  ab- 
sorption of  the  New  York  City  and  ^ of 
Buffalo  issues  at  record  prices  steadied  the 
market,  and  formed  a solid  basis  for  renewed 
confidence.  The  w^^osed^j" 

since  September  was  li 
ported  that  ’Omr^ay's 


the  railroads 
Northern  has 


Year  to  date  l»4.a33>4a%  213.143.567%  3(8 

BONDS  (PAB  YALUE) 

Uooday  ...  fia,0e3.30»  gIP.Kki.OOQ  fa 


Stocks 


? spirited  bidding  for  953.- 
DO.OOO  New  York  City  4%  per  cent.  <»t- 
ornte  stock.  Fifty-eight  bldA  aggregating 
Imost  S220.000.000,  Were  tiled.  The  sucoess- 
il  syndicate  bid  103.40  for  aU  or  none,  a^ut 
4..W  per  cenL  basis.  They  ware  offered  to 
le  public  at  101. 7S,  to  yield  4.27  per  cenL 
ther  Important  flotations  were  $3,000,000 
rst  mortgage  twenty-year  7%  per  cenL 

[3?=.'£  sv° 

saippi  serial  4%a  due^lM4  to  194^.  yielding 
ig  to  maturity:  $1,200,000  City  of  liexlng- 

in  (Ky.)  6^  maturln_5  serially  from  J9^_to 

^tl 

lort^gc  7s.  due  1937.  at  96%  to  yield  7.5 
,ar  cent : $896,000  Elkhoni  ETney  Cool  Com 
pany  7V^.  due  1930.  at  99.  yielding  7.60  per 
cent. : C.000,000  Los  Angeles  City  School  Dl^ 
trict  3%B.  due  1023  to  i960,  at  prices  to  yield 
4.90  per  cent,  to  4.60  per  cent.,  aitd  $1,013.- 
000  Angeles  City  High  S^ool  Ulstrict 
5%s  at  the  same  maturities  and  pricas;  War^ 
ren  Brothers  Company  flftcen-ycar  7%s.  due 
Jan.  I.  1937.  at  9W.  to  yield  7.TS  per  cent. : 
$7J80.000  City  of  Buffalo  serial  4%^  doe 
lOQ  to  1942,  at  prices  yleldlrtg  from  4.30  pl^^ 


cn^lL  That  which  seems  to  have  been  go 
rSuii°  of  ‘ 

e of  forci^  u.  * ."!!!. 

“ 1 favors.  The  ma^et 

.1  — j 1.000.01 


e easily  swayed 


U.lUO  $198,760  jni 


public 


irticJpatTon*'such  as”^uld  p^oride 
lation  for  a real  upturn  tfaroughoul 


Much  - _ _ _ _ 

the  market,  and  oV^xnse  it  la  a difncull 
matter  to  estteiste  to  Just  what  extent  trad- 
abort  of  shkics.  Undoubtedly  many 
"«*  JiSftl*^**by*’ clJnlfa^  a^marked  rtsTu 
I,  therefore,  they  sit  contentedly  with  thi 
f hand. 


Interest  In  StOCks—AVCraSCS—Bonds 
a difficult  ® 


rvu  laeiol  hss  been  a disquieting  lActor.  ii 
Oie  short  covering  has  provided  the  irupetus 

that  the  technical  position  of  the'*  mark^ 
even  though  some  substantial  short  lines  re- 
main intact.  has  been  weakened.  One  theory 
hu  been  advanced  and  may  have  a grain 
in  IL  This  1-  — - - 

reap  their  profits”? 

- can  maititnl 

h in  the  gem 
rould  tmpell  t, 

0 take  proflU  s 


TWENTY-FIVE  INDUSTBIALS 


COMBINED  AVERAGE  — H 9TOCSS 


1 course,  a reluct- 


tc  ^proflte  ^belog  In 


condition  prevails  I 


j earnings  _ 

ear.  Furthermorr,  an  eno 
lade  to  wc^  the  industrial 


I the  opening  weeks 
01  ine  new  year  should  see  some  heavy  pres- 
sure sigalnst  the  market.  But  this  Is  only 
theory,  elnce  no  definite  determination  of  the 
situation  can  be  reached. 

The  chief  Interest  now  relates  not  so  much 
• ->  Eirospecta  for  the  eniuiug 

--  — ‘r  being 

( which 
market 

whether  the  In'dustrlal 


bonds— FOBTT  ISSUES 


covery  that  has  come  to  pn««  has 
counted  In  current  quotations.  In 
nection  the  fact  must  not  be  ovcrloi 


Stock*— Tegrlj  Highs  sod  Low^— Bonds 


readjustment  of  prn:es.  s^  which  wrote  off 
large  amounts  for  inventory  depredation, 
prices  well  have  benefited  approclably  In  the  rise  of 
*•••  certain  raw  mat^als  from  the  low  levels 


Ivanced  qiiotatloi 

hicsgo  i Sl  tiouls  refui 
>d  the  week  at  96%.  u 
SasUm  ' 

24%  Can  - 

about  a point,  to  110%.  Great  1 


r pools  In  certain  of  tho 

c considerable  headway  ft.  

there  has  been  an  abundance  of 
ey.  and  there  Is  no  sign  to  Indicate 
e will  be  any  tightening  of  credits 
1 .1— _ i_.^  yjp  Spring,  when  sea- 

■selves  felt.  Despite  the 
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tion  by  the  public  he  serves.  A*  little  stniction  activity!”  ^ ^ ' 
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AnVKBTHKMRNTH, 


KIlTISnMKNTB. 


$30,000,000 


The  American  Sugar  Refining  Company 


Fifteen  Year  6%  Gold  Bonds 


Dated  January  2,  1922 


Principal  and  Interest  Payable  at  Tub  National  City  Bank  op  ] 

Callable  aa  a whole  or  by  lot  in  amounta  of  not  lea«  than  )1, 000,000  on  any  intere 
daya  prior  notice,  at  105  if  redeemed  on  or  before  January  I,  1927,  and  thereafter 
Vl%  for  each  full  year  until  and  including  January  1,  1931,  and  thereafter 


Due  January  1,  1937 


date  on  thirty 
um  decreaaing 
ntil  maturity. 


The  CompanX)  agreet  le>  re/und  the  prcienl  PennsyJvonia  four  mills  lax  lo  holders  resfdcnl  m Pennsylvania 
mho  have  paid  such  lax 


THE  CHASE  NATIONAL  BANK  OF  THE  CITY  OF  NEW  YORK.  Truaiee 


The  following  is  sutmnarized  by 

The  American  Sugar  Refining  Company,  with  a 
successful  business  experience  of  more  than 
tiiirty  years,  owns  thoroughly  modem  and  well 
equipped  refineries  at  strategic  points  on  the 
Atlantic  and  Gulf  seaboards  having  an  aggregate 
daily  melting  capacity  in  excess  of  16,000,000 
pounds  of  raw  sugar.  These  properties  have  ade- 
quate water  and  rail  transportation  facilities. 
Through  subsidiaries,  the  Company  controls  ex- 
tensive timber  holdings  and  two  of  the  largest 
and  most  modem  sugar  estates  on  the  Island  of 
Cuba  with  a producing  capacity  of  1,200.000  bags 
of  raw  sugar  per  ann<im.  In  addition  to  prop- 
erties directly  owned  or  controlled,  the  Company 
has  a Urge  stock  interest  in  other  important  con- 
cerns engaged  in  the  manufacture  of  refined 
sugar,  both  from  cane  and  beets. 

The  average  annual  net  income  from  operations 
and  other  sources  available  for  depreciation,  re- 


Mr.  Earl  D.  Babst,  President  of  the  Company: 


These  Bonds  will  constitute  the  sole  funded  in- 
debtedness of  the  Company  which  will  covenant 
in  the  Trust  Indejiture  not  to  mortgage  or  pledge 
any  of  its  fixed  assets,  as  therein  defined,  with- 
out at  least  equally  securing  this  issue. 

The  balance  sheet  as  of  October  29,  1921,  after 
giving  effect  to  the  proceeds  of  this  financing, 
would  show  net  assets,  after  the  deduction  of  all 
indebtedness  other  than  these  Bonds,  aggregating 
approximately  five  times  the  amount  of  this  issue. 

The  Company  has  paid  regular  dividends  on  its 
Preferred  Stock,  (now  outstanding  in  the  amount 
of  $45,000,000),  at  the  rate  of  7%  per  annum 
since  1891,  and  to  July,  1921,  paid  dividends  on 
the  Common  Stock,  (of  which  there  is  now 
$45,000,000  outstanding),  aggregating  approx- 


Details  of  our  plan  may  be 
had  on  request  if  you  will 
send  08  a list  of  your  hold- 
ings. No  obligation. 

WILSON  & CO.,  INC. 


Minn.,  St.  P.  &S.  S.  M.  Leased  Line 

BENNETT  M.  MINTON 


Trading:  Department 

obUe 

A.  A.  HOUSftUN*^  CO. 


New  England  Scenritiet 

Bought — Sold— Quoted 

WITHINGTON  & CO., 

State  St,,  Bostoa. 
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Varying  Interests  of  Different  Forms  of  Capital 


By  Dr.  R.  Estcourt 


For  Higher  Wages. 

Without  Hesitation: 

Involved  Capital. 
Wage  Earners. 
Reluctantly: 

Dominating  Capital. 
Active  Capital. 
Government. 

For  Higher  Prices. 

Without  Hesitation: 

Dominating  Capital. 
Involved  Capital. 
Active  Capital. 

Reluctantly: 

Government. 

Wage  Earners. 

Against  Higher  Wages. 
Static  Capital. 

For  Low  Interest  or 
Cheap  Money. 

Government. 

Active  Capital. 
Dominating  Capital. 
Involved  Capital. 

For  High  Interest  or 
Dear  Money. 
Static  Capital. 
Wage  Earners. 

0T  may  not  be  within  the  ca- 
pacity of  any  single  indi- 
vidual to  propound  an  ade- 
quate remedy  for  the  ex- 
isting stagnation  in  com- 
merce, but  wc  may  be  as- 
sured that  each  day  brings 
the  desired  event  nearer. 
The  direction  and  method 
of  the  solution  will  proba- 
bly once  more  justify  the  well-worn  plat- 
itude that  the  unexpected  most  frequent- 
ly happens.  Meanwhile  the  advent  of 
that  consummation  will  best  be  hastened 
by  a disinterested  consideration  of  the 
problem  from  every  angle.  In  this  con- 
nection the  question  of  the  varying  inter- 
ests of  different  forms  of  capital  appears 
to  have  received  too  little  attention. 

Capital  is  so  commonly  assumed  to  be 
a unit  that  we  are  prone  to  overlook  the 
fact  of  its  divisions.  Yet  its  interests 
are  as  varied  as  the  interests  of  differ- 
ent trades.  It  is  easy  to  see  that  frosty 
weather  interferes  with  building  con- 
struction, and  yet  is  good  for  the  ven- 
dors of  skates  and  stoves,  but  it  is  less 
generally  recognized  that  capital  which 
stands  aloof  has  analogous  divergencies 
of  interest.  The  fact,  however,  becomes 
more  apparent  os  we  approach  instances 
of  varying  interests  due  to  particular 
applications  of  working  and  fixed  cap- 
ital. People  with  large  crops  of  beans 
in  the  Fall  of  1918  were  hoping  for  a 
continuance  of  war,  while  most  of  thelr- 
neigbbors  were  praying  for  peace.  A 
kind-hearted  man  in  a Western  State 
has  so  disposed  his  capital  outlay  in 
plant  that  his  prosperity  is  contingent  on 
weather  conditions  that  are  generally 
disastrous  to  his  neighbors.  He  would  not 
willfully  injure  any  one,  but  he  grate- 
fully accepts  the  desired  conditions  as 
the  act  of  Providence  enabling  him  to 
realize  prices  otherwise  unattainable.  A 
whole  series  of  graded  illustrations  will 
easily  suggest  themselves  if  one  pursues 
the  inquiry. 

The  orthodox  economists  have  trained 
us  in  methods  of  thinking  that  cause  us 
to  take  for  granted  the  permanent  ex- 
istence of  certain  data.  We  consider 
property  as  consisting  of  wealth  to  be 
consumed  and  wealth  to  be  used  in  pro- 
ducing more  wealth,  the  latter  being 
denominated  capital,  but  beyond  a fur- 
ther subdivision,  into  fixed  and  movable, 
we  do  not  proceed.  For  certain  purposes 
this  division  is  sufficient,  but  it  has  now 
become  important  to  recognize  that,  in 
the  use  of  property  thus  defined,  there 
are  interests  that  sharply  conflict,  not 
by  reason  of  competition  but  by  reason 
of  the  intrinsic  nature  of  the  subdivision. 
Under  ordinary  circumstances  this  con- 
flict is  not  sufficiently  accentuated  to 
attract  attention  for  practical  ends.  We 
have  been  content  to  lump  together  all 
property  owners  as  having  common  in- 
tere.sts.  The  war,  however,  has  sharply 
outlined  a differentiation  of  interests 
that  has  now  become  acute.  Thus  we  can 
no  longer  speak  of  the  interests  of  prop- 
erty, but  aro  compelled  to  give  a plural 
interpretation  to  the  term.  This  partic- 
ularly applies  to  that  portion  of  property 
known  as  capital.  The  interests  of  capi- 


tal arc  now  divided  to  an  extent  that  de- 
mands, not  perhaps  a new  classification, 
but  a wider  recognition  of  divisions  than 
was  previously  allowed. 

There  are  four  main  divisions  of  cap- 
ital. In  the  ab.sence  of  a better  nomen- 
clature these  may  be  called,  respective- 
ly, dominating,  active,  involved  and  stat- 
ic capital.  Dominating  capital  is  that 
which  is  dependent  for  its  income  on 
rents  of  every  sort  in  the  widest  accepta- 
tion of  that  term.  Active  capital  is  the 
apparatus,  including  money,  of  farmers, 
operators,  shipowners,  merchants,  manu- 
facturers and  all  actively  engaged  in 
producing  and  distributing.  Involved 
capital  is  represented  by  high-priced 
plants  that  are  idle  or  working  below 
capacity,  banks  compelled  to  hold  foreign 
exchange  or  banks  overextended  in  agri- 
cultural districts.  Static  capital  is  the 
accumulations  of  thrift  and  also  of  rents 
in  excess  of  the  power  or  desire  of  their 
owners  to  consume,  not  accurately  de- 
fined as  the  result  of  abstinence.  In- 
stead of  having  a common  interest  these 
four  forms  of  capital  will  frequently 
be  found  on  different  sides,  while  into  the 
arena  in  which  they  struggle  there  enter 
two  other  i-edoubtable  combatants,  Gov- 
ernment and  the  wage  earners,  whose  in- 
terests place  them  first  on  one  side  and 
then  on  the  other.  Government  in  this 
connection  comprises  every  form  of  Fed- 
eral, State  or  municipal  control  the  mem- 
bers of  which  are  dependent  on  taxation 
for  a living  and  the  means  of  carrying 
on  their  work;  wage  earners  include  all 
who  rely  for  their  living  in  the  main  part 
on  personal  exertion,  whether  of  brain 
or  muscle.  A large  number  of  individ- 
uals exercise  their  functions  in  more 
than  one  class.  In  such  cases  it  may  be 
assumed  that  their  action  at  any  mo- 
ment will  be  influenced  to  a great  extent 
by  the  proportions  in  which  their  inter- 
est is  divided,  automatically  causing 
them  to  side  with  the  division  the  pros- 


perity of  which  would  roost  redound  to 
their  advantage.  The  fact  of  this  divided 
interest  frequently  furnishes  instances 
of  persons  apparently  belonging  to  one 
class  not  having  their  actions  guided  by 
the  interests  of  that  class.  From  such 
cases  unjustified  generalizations  are 
drawn  which  are  too  readily  accept^  as 
proof  that  the  divisions  are  less  numer- 
ous or  that  there  axe  no  such  divisions  at 
all;  that  the  community  is  one  vast  hap- 
py family  without  any  line  of  division.  A 
close  and  dispassionate  examination  will, 
however,  reveal  these  alignmento  as  the 
result  of  impulse  that  ranges  individ- 
uals on  one  side  or  the  other  as  the  ques- 
tion at  issue  assumes  different  forms. 
The  existing  stagnation  is  largely  due  to 
a repressed  struggle  between  these 
groups  for  an  adjustment  that  cannot 
possibly  suit  all  of  them. 

The  source  of  the  fund  on  which  taxa- 
tion can  safely  be  levied  is  surplus 
value;  that  is,  value  produced  in  excess 
of  cost  of  replacement.  By  far  the  great- 
er part  of  all  wealth  produced  must  nec- 
essarily be  consumed  shortly  afterward 
in  maintenance  of  workers,  in  the  re- 
pair or  rebuilding  of  machinery,  and 
the  case  of  agriculture  in  the  provision 
of  seed  for  the  next  crop.  Thus  the 
wealth  of  a nation  is  not  so  well  repre- 
sented by  what  is  produced  as  by  what 
is  produced  in  excess  of  the  cost  of  re- 
placement This  fact  is  easily  recognized 
when  attention  is  drawn  to  it,  hut  it  is 
constantly  overlooked  when  reports  of 
output  are  under  consideration.  One 
reads  statistics  of  carloads  of  fruit  and 
cereals,  of  automobiles  or  other  hard- 
ware resulting  from  the  efforts  and 
good  fortune  of  the  inhabitants  of  cer- 
tain localities,  and  of  the  value  of  such 
output,  and  the  impression  is  conveyed 
that  all  this  wealth  con  at  need  be  used 
"by  Governments  for  the  aggrandizement 
of  the  nation  or  locality.  As  a matter  of 


fact,  only  a very  small  portion  is  so 
available,  and  that  portion  is  the  surplus. 
If  more  be  taken  financial  disaster  is 
close  at  hand.  Very  frequently  a crop 
represents  only  the  exact  amount  neces- 
sary for  replacements.  In  that  case  the 
locality  has  succeeded  only  in  keeping 
its  head  above  water.  It  has  nothing 
available  for  taxation.  Much  machinery 
depreciates  at  the  rate  of  25  per  cent, 
per  annum,  or  even  more  rapidly.  In 
other  words,  it  has  to  be  completely  re- 
placed every  four  years  or  oftener,  and 
not  only  replaced  by  machinery  of  equal 
cost,  but  by  machinery  of  greater  cost, 
owing  to  improvements  that  must  be 
adopted  if  the  business  is  to  maintain  its 
position.  If,  then,  from  any  cause  the 
call  of  taxation  exceeds  the  amount  of 
surplus  available  it  can  be  obtained  only 
by  trenching  on  the  necessities  of  the 
consumers,  with  the  ultimate  conse- 
quence of  reducing  their  efficiency  for 
future  production  or  by  withdrawing 
from  the  replacement  fund  some  part  of 
what  should  properly  be  used  for  con- 
tinuance of  the  output.  These  processes 
are  precisely  equivalent  to  consuming  the 
seed  set  apart  for  producing  the  next 
harvest.  If  at  all  prolonged  the  proced- 
ure must  inevitably  lead  to  rapid  disin- 
tegration of  the  economic  life  of  the  com- 
munity. 

Retrograde  operations  such  as  pic- 
tured are  facilitated  by  the  offer  of 
unusual  inducements  for  investment  in 
bonds  for  unproductive  or  overpriced 
work.  Under  such  circumstances  people 
voluntarily  stint  themselves,  voluntarily 
dispose  of  the  seed  that  should  be  re- 
tained for  next  harvest,  and  voluntarily 
neglect  to  keep  their  plant  in  a condition 
of  efficiency  by  using  for  investment  ex- 
traneously  the  funds  that  should  be  re- 
tained as  working  capital  for  business 
undertakings.  This  is  the  temptation 
that  has  been  operating  with  disastrous 
effects  during  the  last  few  years.  Dur- 
ing the  same  period  Governments  have 
been  increasing  their  calls  on  the  margin 
of  surplus  value.  There  has  been  not 
only  a full  consumption  of  the  surplus 
fund,  but  an  insidious  levy  on  capital  by 
tempting  it  out  of  its  proper  channels. 

The  interest  on  this  capital  levy  as 
well  as  its  replacement  in  the  fund  to 
which  it  properly  belongs  has  been  made 
a charge  on  future  surplus  value.  This 
future  surplus  value  not  only  has  been 
pledged  as  indicated,  but  simultaneously 
has  been  anticipated  by  ordinary  expen- 
diture. The  pledge  was  honestly  and  en- 
thusiastically given,  but  without  due  per- 
ception of  its  inevitable  consequences. 
Every  one  feels  that  the  pledge  should 
be  redeemed.  The  question  that  is  dis- 
turbing us — mostly  indirectly — is  the  in- 
cidence of  its  redemption.  That  such  is 
the  real  nature  of  our  trouble  is  not  gen- 
erally recognized  as  yet,  but  the  truth 
is  rapidly  revealing  itself  to  all  of  us. 

For  the  better  understanding  of  the 
difficulty,  the  varying  interests  of  those 
concerned  are  classified  in  the  accom- 
panying presentation. 

Dominating  capita!  is  permanently  in- 
ConUnaeU  on  Pase  WO 
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The  Legislative  Week  in  Washington 


Sptcial  Comspcndene«  of  The  Anna/is< 
WASHINGTON,  Dec.  24. 
HBConference  for  the 
Limitation  of  Arma- 
m e n t planned  to 
continue  ita  work 
immediately  after 
Christmas,  hoping  to 
conclude  various 
agreements  by  Jan. 
15.  Delay  was  caused 
b y differences  of 
opinion  over  the  limitation  of  submarines 
as  well  as  the  negotiations  between 
Japan  and  China  over  Shantung. 

Danger  of  a fight  in  Congress  over 
ratification  of  the  Four-Power  Treaty, 
without  reservations,  was  emphasized 
because  of  divergent  A-iews  expressed 
by  the  President  and  the  American  dele* 
gation  over  the  Inclusion  of  the  home- 
land of  Japan  under  the  term  " insular 
dominions.”  Consensus  of  opinion  was 
that  the  treaty'  would  be  ratified,  but  a 
bitter  fight  for  rejection  or  reservations 
probably  would  be  faced. 

Senator  France  of  Maryland  intro- 
duced a joint  resolution  in  the  Senate 
which  would  " authorize  and  direct  ” the 
President  to  call  an  international  finan- 
cial and  economic  conference  in  January, 
to  be  held  in  Washington.  No  action  ^7as 
taken  prior  to  the  recess,  but  Senator 
France  is  expected  to  press  his  resolu- 
tion when  Congress  reassembles  on 
Jan.  3. 

Official  opinion  was  that  the  United 
States  would  be  more  inclined  to  par- 
ticipate in  a financial  conference  which 
might  be  held  in  Europe,  following  the 
conclusion  of  the  Washington  Conference 


for  the  Limitation  of  Armament,  and  Uiat 
the  Senate  would  not  adopt  a resolution 
such  as  that  offered  by  Senator  France, 
which  " directed  ” the  President  to  call 
a conference  in  this  countrj'.  There  was, 
however,  no  formal  statement.  Admin- 
istration officials  holding  to  their  po- 
sition that  no  confuderation  would  be 
given  to  the  subject  of  u financial  con- 
ference until  the  arm,s  conference  was 
concluded. 

The  Senate  adopted  the  conference  re- 
port granting  $20,000,000  for  relief  work 
in  Russia  and  it  went  to  the  President 
for  his  signature.  This  measure,  while 
humanitarian  in  nature,  is  part  of 
the  general  Administration  international 
policy,  and,  it  is  believed,  will  aid  inu- 
terially  in  cementing  n friendship  with 
the  Russian  people  whidi  will  moke  for 
closer  financial  and  commercial  relations 
in  years  to  come. 

Treasury  department  officials 

expressed  optimism  over  the  move- 
ment back  to  normal  and  offered 
the  opinion  that  busincs.s  interests  might 
expect  a steady  improvement  from  this 
time  No  great  boom  ^vas  predicted  for 
the  present,  but  the  belief  was  cxpres.scd 
that  a distinct  industrial  revival  would 
be  experienced  in  the  Spring.  The  state- 
ment was  made  also  that  conditions 
abroad,  as  viewed  by  the  Treasury  De- 
partment, were  becoming  more  hopeful 
and  that  the  rise  in  the  value  of  the 
British  pound  sterling  forecast  perma- 
nent improvement. 

Senator  La  Follette  announced  in  the 
Senate,  just  before  recess  was  taken, 
that  he  would  discuss  the  question  of 
wages  and  the  purchasing  power  of 


the  average  worker  ns  compared  with 
past  years  when  Congress  reassembled 
He  said  that  he  had  material  to  prove 
that  it  was  lower  today  than  at  any  time 
in  the  last  century. 

The  question  of  permitting  the  sale  of 
light  wines  and  beer  and  levying  a heavy 
tax  to  pay  a bonus  to  former  service  men 
was  discus.scd  in  the  Ways  and  Means 
Committee.  It  was  c.stimutcd  that  such 
a tax  would  raise  at  least  $600,000,000 
annually.  Prohibition  leaders  asscitcd 
that  any  such  move  was  doomed  to  defeat 
and  cited  former  attempts  to  change  the 
Volstead  act  ns  proof  of  their  statc- 

Senators  Shortridgo,  Borah  and  Rccil 
were  appointed  a subcommittee  of  the 
Judiciary  Committee  to  investigate  the 
alleged  lobby  activities  of  the  dye  in- 
dustry. 

American  boot  and  Porto  Rican  cane 
sugar  interests  asked  the  Senate  Finance 
Committee  for  a duty  of  2 cents  a pound 
on  Cuban  raw  sugar,  and  the  Louisian.i 
cane  sugar  manufacturers  asked  that  the 
duty  be  made  2.5  cents  per  pound.  The 
rate  proposed  in  the  Fordney  bill  is  1.6 
cents  per  pound.  Spokesmen  for  the 
American  beet  and  cane  sugar  interests 
said  their  industries  were  threatened 
%vith  destruction  and  would  have  to  sus- 
pend if  the  present  duty  were  continued. 

Unanimous  consent  agreement  was 
j-eached  in  the  Senate  to  %-ote  Jan.  17  on 
the  bill  to  amend  the  Federal  Reserve 
act  so  that  a farmer  should  be  named  to 
the  ne.xt  vacancy  in  the  Federal  Reserve 
Board.  The  bill  has  the  support  of  the 
agricultural  bloc. 

In  a prepared  speech  Senator  Capper 
of  Kansas  stated  that  the  agricultural 


bloc  was  seeking  no  special  or  class 
legislation  and  had  no  desire  to  “ hold 
up  Congress  or  anybody  else,”  but  wai^ 
really  rendering  the  country  " a greater 
seivicc  at  this  time  than  a^y  other  group 
of  men." 

A bill  was  introduced  by  Senator 
Trammell  of  Florida  authorizing  the 
War  Finance  Corporation  to  make  ad- 
vances and  to  purchase  securities  to  pro- 
vide relief  for  producers  and  dealers  in 
agricultural  products  until  July  1,  1923. 

A bonus  for  soldiers  in  the  World 
War,  to  be  raised  by  means  of  a sales 
tax  on  manufacturers,  jobbers  and  whole- 
salers, is  proposed  in  a bill  introduced  in 
the  House  by  Representative  Volk  of 
New  York. 

Secretary  Wallace,  in  accord  with  an 
order  issued  by  the  Supreme  Court, 
de.signatcd  the  Chicago  Board  of  Trade 
as  a contract  market  within  the  mean- 
ing of  the  futures  trading  act.  Thedc.sig- 
nation  of  the  board  in  this  manner  will 
permit  its  members  during  the  pendency 
of  the  litigation  to  deal  In  contracts  for 
the  future  delivery  of  grain  without 
being  .subject  to  the  tax  imposed  by  the 
act.  The  designation  of  the  Chicago 
Board  of  Trade  completes  the  designation 
of  the  important  grain  exchanges  of  the 
country. 

The  China  Trade  bill  was  pa.ssed  by 
the  Senate,  with  provisions  incorporated 
by  the  House  for  granting  tax  exemp- 
tion privileges  to  American  corporations 
doing  business  in  China  stricken  out. 
The  bill  in  general  provides  for  the  or 
ganization  under  Federal  charter  of 
American  business  concerns  in  China. 
The  measure  was  sent  to  conference.' 


The  Week  in  Canada 


Special  Correspondence  of  The  AntuUisl. 

TORONTO.  Dec.  24. 

tJlil  announcement  of 

the  Merchants  Bank 
that,  in  order  to  save 
itself  from  insolv- 
ency, it  had  sold  out 
its  assets  to  the 
Bank  of  Montreal, 
has  been  the  most 
oatstanding  incident. 
In  inner  financial 
circles  it  has  been  known  that  the 
bank  had  experienced  substantial  losses 
earlier  in  the  year  throngh  the  fail- 
ure of  a large  stock  brokerage  house 
in  Montreal  and  the  depreciation  in  the 
value  of  commercial  paper  of  certain 
industrial  and  mercantile  concerns  which 
it  held.  But  that  it  was  on  the  verge  of 
bankruptcy  was  something  that  appar- 
ently had  not  entered  the  mind  of  any 
one — at  least  no  one  outside  the  imme- 
date  executive  heads  of  the  institu- 
tion. Even  the  Directors  were  kept  in 
ignorance  of  the  actual  condition  of  the 
bank's  financial  position  until  it  was  re- 
vealed by  a special  audit  made  at  their 
instigation.  In  fact,  until  the  sadden 
and  unexpected  announcement  was  made 
that  it  was  to  be  absorbed  by  the  Bank 
of  Montreal,  the  Merchants  Bank  pos- 
sessed the  reputation  among  the  public 
of  being  one  of  the  strong  banlrs  of  the 
country.  The  last  financial  statement, 
covering  the  fiscal  year  1921,  certainly 
revealed  no  inherent  weakness,  profits 
of  $1,402,820  being  shown,  as  compared 
with  $1,686,156  in  1920  and  $1,383,569  in 
1919,  while  earnings  on  capital  were 
placed  at  13.3  per  cent.  The  usual  divi- 
dend of  12  per  cent,  and  a bonus  of  1 
per  cent,  were  also  declared  and  paid. 
Neither  were  there  any  indications  of 
impairment  in  either  capital  or  reserve, 
the  paid-up  capital  being  placed  at  $10r 
500,000  and  the  reserve  at  $9,450,000. 
Even  the  last  Government  report  (that 
for  October)  contained  no  indication  of 
impairment. 


But  in  spite  of  all  these  recent  evi- 
dences of  stability  the  President  of  the 
Merchants  Bank,  in  announcing  the  ar- 
rangement for  absorption,  definitely 
states  that  the  root  of  the  bank's  diffi- 
culty is  impairment  of  reserve.  He  does 
not  even  indicate  the  extent  of  the  iin- 
pairnient.  Capital,  he  avers,  is  intact. 

Under  the  Canadian  Banking  act  no 
merger  of  two  or  more  banks  can  take 
place  without  consent  of  the  Federal 
Minister  of  Finance.  The  consent  given 
in  the  present  instance  is  of  a tentative 
character  only,  and  the  Minister  of 
Finance  explains  that  he  gave  it  in  order 
to  prevent  a worse  disaster,  namely, 
absolute  bankruptcy.  As  the  present 
Government  will  retire  from  office  in 
the  course  of  a few  days,  final  decision 
will  rest  with  the  new  administration, 
and  it  possibly  may  have  a different 
viewpoint  regarding  the  matter. 

In  the  meantime  the  general  manager 
of  the  defunct  bank  has  been  relieved  of 
his  duties  and  the  officials  of  the  Bank 
of  Montreal  are  in  charge,  with  the  result 
that  business  is  progressing  as  usual. 

Whether  or  not  the  merger  will  finally 
go  through  is  an  open  question.  One 
thing  is  certain:  opposition  to  it,  both 
from  the  public  and  the  banking  institu- 
tions, is  daily  gathering  momentum. 
Business  men,  stock  brokers  and  bond 
dealers  are  against  it  on  the  ground  that, 
by  reducing  the  chartered  banks  of  the 
country  to  seventeen,  it  is  a further  step 
in  the  direction  of  the  practice  which 
has  been  too  common  in  the  last  ten  to 
twenty  years,  namely,  the  passing  of  the 
control  of  the  banking  business  into  the 
hands  of  a limited  number  of  institu- 
tions. The  banks,  other  than  the  Dank 
of  Montreal,  hold  that,  with  the  assis- 
tance of  Canadian  banks  in  general,  if 
possible,  Merchants  should  be  permitted 
to  continue  in  business.  Concurrently 
with  the  development  of  the  opposition 
to  the  merger  is  a widespread  and  gen- 
eral demand  that  before  it  is  finally 
consummated  a rigid  Government  in- 


vestigation be  made  as  to  the  root  cause 
of  the  bank's  difficulties,  its  actual 
financial  condition  and  the  reason  for 
the  non-revelation  in  both  the  annual 
•Statement  and  in  the  Government  re- 
turns of  the  impairment  of  reserve. 

Merchants  was  one  of  the  oldest  banks 
in  the  Dominion,  having  existed  since 
1864.  It  was  also  the  first  to  open  a 
branch  in  the  prairie  country  of  the 
West,  while  its  branches  scattered 
through  the  Dominion  numbered  394. 
Total  deposits  with  the  bank  at  the  end 
of  October  were  $131,474,326  and  its  note 
circulation  was  $13,994,475.  Therefore, 
had  it  been  forced  into  insolvency  the 
dire  effect  would  have  been  far-reaching 

SHOULD  the  merger  be  consummated 
the  Bank  of  Montreal  will  become 
one  of  the  world’s  largest  banks.  In- 
cluding those  taken  over  with  the  Mer- 
chants Bank,  it  will  have  assets  of  $702,- 
000,000,  paid-up  capital  of  $32,500,000, 
deposits  of  $454,963,640  and  note  circu- 
lation of  $46,619,295. 

The  slowing  up  of  industry  and  trade 
is  becoming  more  pronounced  as  the  end 
of  the  year  approaches.  However,  there 
are  exceptions,  the  most  outstanding  of 
which  is  the  boot  and  shoe  industry, 
those  factories  still  maintaining  the  ac- 
tivity which  has  characterized  them  in 
the  last  few  months.  The  leather  industrj’ 
still  appears  to  be  tending  toward 
further  improvement.  Through  thesharp 
decline  in  prices  the  companies  engaged 
in  the  tanning  industry  experienced 
heavy  losses,  but,  as  pointed  out  by  the 
annual  report  of  the  tanners’  section  of 
the  Toronto  Board  erf  Trade,  an  improve- 
ment is  taking  place,  while  a consider- 
able increase  in -business,  both  on  export 
and  home  trade  account,  is  anticipated 
for  1922.  Buaincss  in  the  pulp  and  paper 
industry  continues  to  increase,  and  the 
Vice  President  of  the  largest  concern  in 
the  Dominion  informs  your  correspondent 
that  the  several  plant.**  of  his  compony 
are  now  working  close  to  capacity,  a 


condition  which  it  is  said  existed  in  four 
of  the  largest  companies  in  November. 
Spanish  pulp  and  paper  mills  have  de- 
clared their  usual  quarterly  dividend  of 
per  cent,  on  preferred  stock.  A few 
months  ago  the  President  of  the  British 
Empire  Steel  Corporation  announce*! 
that  the  mines  would  be  closed  unless  the 
miners  employed  in  the  company's  coal 
mines  consented  to  a reduction  in  wagc.s. 
Since  then  a reduction  of  37^  per  cent, 
has  been  ordered,  and  this  week  zhe  offi- 
cials of  the  union  announced  that  if  the 
company  persists  in  this  demand  a strike 
will  be  inaugurated  Jan.  2.  6usines.<i  con- 
ditions arc  already  bad  in  Cape  Breton, 
whore  the  mines  are  situated,  and  should 
the  threatened  strike  take  place  they 
naturally  would  be  infinitely  worse.  The 
salmon  canning  industry  of  British  Co- 
lumbia, which  has  an  annual  value  ot 
about  $14,000,000,  has  had  a rather 
better  season  than  was  anticipated,  the 
pack  having  been  in  excess  by  nearly 
88,500  cases  of  that  of  the  previous  big 
run  of  1917.  That  the  cost  of  living  is 
still  on  the  downward  grade  is  evi- 
dent from  the  returns  of  the  Statistical 
Bureau  for  November,  the  cost  per  fam- 
ily having  been  reduced  to  $11.08,  a de- 
crease of  48  cents  for  the  month. 

Returns  for  the  eight  months  ended 
November  reflect  a further  decline  in 
foreign  trade,  the  total  being  $1,004,673,- 
722,  against  $1,743,089,738  for  the  coi^ 
responding  period  of  the  previous  year. 
Exports  were  $602,162,676,  compared 
with  $625,686,394,  and  imports  $602,521,- 
047  and  $917,453,844,  respectively.  A 
gratifying  feature  of  the  November 
trade  was  the  favorable  balance  of  $22,- 
262,428  which  exports  showed  over  im- 
ports, which  added  to  that  of  October 
makes  a total  of  $42,686,862  for  the  two 
months.  Except  in  June,  when  there  was 
a favorable  balance  of  $932,641,  the  im- 
ports this  year  have  exceeded  the  ex- 
ports. The  effect  of  the  Fordney  emer- 
gency tariff  on  exports  to  the  United 
Continued  on  Page  QH7 
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The  Vital  Question  of  Building  Trades  Wages 
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lOMPARING  the  ucale 
of  building  trade 
wages  prevailing  to- 
day with  the  rates 
effective  ten  years 
ago  reveals  nothing 
of  value  unless  full 
r ation  be 
I given  the  purchasing 
power  of  the  income. 
It  IS  no  argument  in  favor  of  reduction 
merely  to  assert  that  current  rates  are 
30,  40  or  60  per  cent,  higher,  as  the  case 
may  be.  than  at  some  previous  time  in 
the  history  of  the  industry.  A compila- 
tion of  rates  prevailing  on  Sept.  .10 
1921,  places  New  York  at  the  head  of 
the  list  of  ten  representative  cities  with 
an  average  rate  of  per  hour,  or 

W-82  for  a regular  eight-hour  day.  De- 
ducting fifty-two  Sundays  for  which  no 
income  is  received  and  assuming  that 
lost  time  duo  to  inclement  weather  and 
forced  idleness  Is  compensated  by  over- 
time  earned  in  the  year,  the  annual 
average  income  is  ?2,760. 

The  typical  American  family  numbers' 
five.  Figuring  conservatively  on  the 
bMis  of  four  members  to  the  family  of 
the  average  building  trades  worker  will 
enable  some  visualization  of  the  ade- 
quacy or  inadequacy  of  present  rates  in 
New  York  City. 

The  State  Extension  Service  in  Home  * 
Economics,  New  York  State  College  of 
Agriculture,  Cornell  University,  issued  a 
bulletin  on  expenditures  to  be  made  for 
food  when  income  is  limited.  Of  the  total 
amount  allotted  for  food  one-fifth  shoidd 
be  spent  for  milk,  one-fifth  for  fruit  and 
vegetables,  one-fifth  for  bread  and 
cereals,  one-fifth  for  meat,  eggs,  fi.sh, 
poultry,  &c..  and  one-fifth  for  fats,  as 
butter,  sweets,  &c.  The  milk  allowance 
per  child  is  from  one  pint  to  one  quart, 
and  per  adult  from  one-third  of  a pint  to 
one-third  of  a quart.  Expenditure  for 
fruit  and  vegetables  for  each  member  of 
the  family  should  equal  from  one-third 
^ one-half  the  cost  of  a quart  of  milk. 
Fats  should  be  supplied  from  two  to 
three  ounces  for  each  adult  and  one  and 
a half  to  two  and  a half  ounces  for  onch 
child.  For  bread  and  cereal  foods  an 
amount  equal  to  from  one-fifth  to  two- 
fifths  of  the  sum  spont  for  milk,  vege- 
wbles,  fat  and  sugar  is  advised.  Of  the 
total  sum  available  for  food  one-fifth 
should  be  spent  on  meat,  eggs,  poultrj- 
and  fish.  Obviously  the  meals  provide.1 
under  these  regulations  are  not  ban- 
quets. Health  and  life  will  be  sustained 
by  adherence  to  the  schedule,  but  eating 
becomes  a necessity  rather  than  a mild 
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Budget  for  a Family  of  Four. 

New  York  City  Average  Daily  Wage. 

$8.84 


Dependent 

2 pte.  of  milk.  . . .16 
Fruit  and  Veg.. . .10  2-3 

3 oz.  fat  (butter)  .08  7-16 

3 oz.  sugar oi 

Bread  & cereals..  .14  2-5 
Meat,  Eggs,  ie.. 


Child 


Wage  Earner 


Dependent 


Food 

4Q%-$3.S4 


2-3  pt.  of  milk.  . .10 
Fruit  and  Veg.. . .15 
6 oz.  fat  (butter)  .16% 

5 oz.  sugar 02 

Bread,  &c 43  7-16 

Meat  and  eggs. . .70% 
Dally  for  two 
adults  ...  .$1.67% 
.50% 


2 Suits $20.00 

6 Blouses 4.50 

% Overcoat 7.50 

3 Hvy.  underwear  6.00 
3 Lgt.  underwear.  3.00 
12  Pair  stockings.  6.00 

2 Caps 2.00 

3 Pair  shoes 12.00 

Miscellaneous  ...  10.00 

For  one  child $71.00 

For  two  children.  142.00 
Per  diem  rate.  .454 
(313  earning  days  per 
(year.) 


Clothing 
15%— $1,33 


Man. 

2 Suits  $75.00 

% Overcoat 20.00 

6 Shirts 15.00 

3 Hvy.  underwear  6.00 

3 Lgt.  underwear.  3.00 
12  Pair  socks 12.OO 

2 Hats 7.00 

3 Pair  shoes 21.00 

Miscellaneous  ...  25.00 


$184.00 
.584 
Per  diem 
^ Dally  t 


Dally  total..  .$2.08% 
Per  diem  av'ge.  |.46 


Woman. 

1 Heavy  suit $40.00 

1 Light  suit 25.00 

5 House  dresses..  18.00 

6 Underwear 12.00 

3 Shirtwalets. . . . lo.OO 
12  Pair  stocklnge,  12.00 
3 Pair  stockings..  6.00 

3 Nats 15.00 

3 Pair  shoes 21.00 

Miscellaneous  ....  25.00 

$184.00 


SHELTER 


$40  mo.  rent  minimum, 

$4,000  mortgage  at  6% 
and 

$120  tax  and  $55  upkeep. 

Per  diem  rent $1.53 

Per  Interest,  tax,  Ac.  1.33 
Per  diem  shortage  to 

Ow^eJ'even 


SAVINGS 
107t — .884 


$23.00  monthly.  Education.  Bank. 

Gifts,  Ac.  Insurance. 

Recreation.  Investments. 

Health.  $276,00  annually. 
$276.00  annually. 


Total  shortage.  . 

Total  overage.  . . 

• . ^46  dally 

indulgence.  Our  building  worker  in  New 
York  City  presumably  would  not  avail 
himself  of  the  advantages  of  this  budget 
to  the  extent  that  his  appropriations 
would  remain  within  the  limits  set. 

Reference  to  the  charted  analysis  ac- 
companying this  article  indicates  that 
the  average  worker  will  have  46  cents  a 
day  above  his  cost  of  scientific  rationing 


to  spend  on  other  foods.  But,  proceeding 
to  the  housing  problem,  it  is  noted  that 
while  the  owner  of  a home  modestly 
mortgaged  for  $4,CI()p  will  be  able  to  pay 
his  taxes,  interest  and  upkeep  on  the 
sum  available,  the  unfortunate  renter 
who  has  to  pay  at  least  ?40  monthly  for 
his  requirements  will  run  behind  at  the 
rate  of  20  cents  per  day.  For  clothing,  a 


hourly  Rates  in  Building  Wages  Prevailing  on  September  30th,  1921 


conservative  estimate  of  actual  requiny 
ments  for  the  man,  his  wife  and  two 
children  during  the  year  shows  a propor- 
tionate shortage  of  29  cents  per  diem  in 
the  amount  available  under  the  budget 
F’ortunately  the  shortage  in  the  amounts 
at  hand  for  rent  and  clothing  are  there- 
fore compensated  by  the  overage  in  the 
food  expenditure  to  within  a cent  or  two 
daily.  Of  course,  in  its  practical  appli- 
cation  inroads  would  doubtless  be  made 
on  the  pereonal  fund  and  the  savings 
fund,  but  so  much  of  the  personal  clas- 
sification is  really  a necessity,  as  edu- 
cation and  health,  that  this  apporUon- 
ment  is  qmte  as  vital  as  any  other. 
Similarly  with  the  savings  fund:  at  the 
rate  of  $276  per  year  the  worker  with 
perhaps  a maximum  thirty-five  years  of 
service  possible  under  the  most  favor- 
able circumstances  would  have  saved 
?9,660  and  accumulated  interest  by  the 
time  he  was  forced  by  age  to  retire 
from  active  work.  (During  working 
years  313  days  have  been  used  in  calcn- 
lation  of  income  and  ratios.  After  re- 
^ tirement  365  days  have  been  used  in 
figuring  expenditures.) 

Accumulated  interest  would  at  least 
double  the  amount,  making  resources  of 
$19,320.  With  perhaps  ten  years  of  life 
remaining  and  his  cost  of  living  reduced 
by  the  elimination  of  the  children,  who 
have  become  self-supporting,  his  annual 
expenditures  would  then  be  less  than 
formerly,  or  about  $1,976,  i.  e.:  Food, 
$576.70;  clothing,  $368;  shelter,  $480; 
housekeeping.  $276;  personal  expenses’ 
$276,  and  savings  none,  since  there  is  no 
income  except  interest,  which  is  disre- 
garded in  the  interest  of  conservative- 
neas,  as  it  is  a variable  quantity  de- 
pendent on  sources  of  investment  In 
connection  with  savings  also  it  has  been 
assumed  that  no  ill-advised  speculation 
disturbed  the  regular  accumulation  of 
funds.  This  seems  too  much  to  hope  for, 
so  the  elimination  of  excessive  interest 
will  also  compensate  in  a general  way 
for  losses  due  to  bad  investment  Ten' 
years  will  require  expenditures  of  $19,- 
760,  and  will  be  fully  provided  for  by  the 
$19,320  estimated  savings. 

But  one  conclusion  can  be  drawn  from 
these  figures.  So  long  as  living  costs  re- 
main at  their  present  level  drastic  wage 
cuts  are  inadvisable.  A compromise  might 
readily  be  effected  in  the  building  indus- 
try  which  would  produce  lowered  build- 
ing costs  in  so  far  as  high  wage  scales 
contribute  to  those  costs  without  reduc- 
ing actual  wage  scales  for  the  present 
The  solution  is  a very  simple  one.  Pay 


Carpenters 

Cement  Finishers.. 

Electricians 

Hod  Carriers. 

Laborers 

Lathers 


Painter* 

Plasterers 

Plasterers’  Helpers. . . 

Bricklayers 

Elevator  Constructors. 

Qasfitters 

Hoisting  Engineers.  . . 

Marble  Cutters 

Marble  Setters 

Masons 

Ornamental  Iron  W'k' 

Pipe  Coverers 

Plumbers 


Roofers. 


Sheet  Metal  Workers. , 

Steamfitters 

Steamfittors’  Helpers. 

Stonecutters 

Structur'l  Iron  Work’r* 
Tile  Setters 


.72% 

.72% 

1.00 


1.02% 

1.06 

1.02% 


MII»aL,k»  |phlladtlphla  Pltl.bu.gh  IndJ.napair,  N,w 


1.06% 

1.06% 

1.00 

1.00 

1.00 

1.00 


•All  scales  fop  Cliicago  are  from  Judge  1 
not  in  arbitration.  For  carpenters,  &c., 


92% 


1.12% 

1.12% 

.87% 

1.12% 


-L  7,  1921.  ^Tpentera,  painters,  plasterers,  elevator  constructors,  and  sheet  metal  1 
—From  the  Survey  of  the  National  Association  of  Builders’  Exchanges. 
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the  present  rates,  bat  Tncre^^e  the  in- 
dividual per  diem  output  oi  the  worlccr. 
Thirteen  hundred  bricks  laid  in  » day  at 
$10  for  tabor  is  better  than  TOO  laid  at 
$9 — 61  per  cent  better.  Arbitrary  re- 
strictions limiting  efficiency  have  had  a 
more  pernicious  effect  than  a nominal 
increase  in  hourly  rates.  Uniitation  rales 
destroy  all  pride  in  performance  for  the 
wortcer.  Building  costs  must  come  donm. 
This  much  is  incUsputable;  the  mean.s  are 
to  be  determined.  But  low  wages,  dispro- 
portionate to  the  cost  of  living,  have 
in  the  pa-st  resulted  in  poor  physique, 
lowered  standards  and  ideals  of  living, 
limited  education  and  lessened  efficiency 


through  diminished  vitality,  causing 
slack  work  and  restrained  production. 
Wherever,  as  between  two  localities, 
there  is  a disproportionate  ratio  between 
wages  and  living  costs  in  the  one  and  a 
more  favorable  balance  in  the  other,  the 
more  skillful  and  courageous  workers 
may  be  expected  to  emigrate  to  the  more 
desirable  vicinity.  Here  is  more  resultant 
inefficiency  in  that  the  less  skilled  and 
rapid  workmen  are  the  more  costly  <n 
the  end. 

The  family  budget  used  herewith  in 
analyzing  the  average  income  in  the 
building  tradc.s  in  New  York  City  was 
prcpai-cd  by  the  United  States  Treasury 


Department.  Whether  it  is  adequate  in 
practice  may  be  questioned,  but  its  de- 
sirable features  arc  evident  and  it  serves 
for  the  purpose  of  discussion  and  illus- 
tration. The  wage  question  in  all  in- 
du.stry,  but  particularly  in  the  building 
trades,  is  more  than  the  concern  of  in- 
dividuals. It  is  of  paramount  interest  to 
the  entire  community — indeed  to  the 
nation.  The  problem  cannot  be  scttleil 
by  force  of  numbers  or  of  circumstance. 
A calm  consideration  of  all  factors  should 
precede  any  decision.  Dollars  are  of 
value  only  as  a medium  of  exchange. 
Unfairness  can  never  affect  one  side 
without  equally  injuring  the  other.  For 


their  guidance  1 would  commend  to  all 
parties  involved,  employers  and  work- 
men, associations  and  unions  and  the  in- 
dividuals responsible  therein,  that  para- 
graph in  the  Code  of  Ethics  of  the  Unit- 
ed Typothetae  of  America  which  suc- 
cinctly expresses  sound  doctrine  to  wit: 
*'  Take  advantage  of  no  man's  ignorance 
and  sec  that  employes  are  truthful  and 
straightforward;  and  do  not  misrepre- 
sent; nor  overcharge  the  confiding." 

If  these  adjurations  are  observed  the 
wage  question  can  be  solved  with  satis- 
faction for  every  one  and  the  building 
industry  will  have  advanced  another 
league  in  the  direction  of  the  sun. 


VavyinQ  Interests  of  Different  Forms  of  Cnpital 


tei-ested  in  higher  prices.  It  objects  m 
principle  to  any  increase  of  wages,  but 
in  «>  far  as  these  are  an  adjunct  to  still 
higher  prices  it  favors  increasa<t.  All 
movement  toward  readjustment  tends  to 
re-establish  involved  capiUl  in  its  reg- 
ular position.  The  interests  of  active 
capital  are  generally  opposed  to  those  of 
the  wage  earners,  but  where  an  increase 
of  wages  is  ntore  than  offset  by  an  in- 
crease in  prices  it  accepts  the  increase 
of  wages  as  a necessary  part  of  the  pro- 
cess. By  constant  readjustment  it  ex- 
pects to  gain  something  in  the  attendant 
confusion.  A similar  expectation  is  enter- 
tained by  the  wage  earners,  but  is  un- 
likely to  be  realized  owing  to  the  very 
conditions  of  the  problem.  Government 
seeks  only  to  maintain  itself.  Like  a 
swimmer,  using  first  one  hand  and  then 
the  other,  it  necessarily  relies  upon  op- 
portunism, taking  a little  here  and  a 
little  there  as  occasion  presents  openings 
of  diminshed  resistance.  Static  capital 
fiercely  desires  lower  wages  and  lower 
prices  in  order  to  increase  itself  in  the 
only  way  it  knows,  by  the  margin  be- 
tween a limited  income  and  variable  ex- 
penditure. 

Government  and  active  capital  are 
always  being  maintained  by  borrow- 
ing. being  benefited  by  low  interest 
rates.  Involved  capital  is  principally  in- 
terested in  increased  circulation.  To  the 
extent  that  this  results  from  cheap 
money  it  will  side  with  those  desiring 
low  rates  of  interest  Dominating  cap- 
ital is  always  a retailer  of  acquired  priv- 
ileges. When  it  has  much  to  sell  it  de- 
sires cheap  money  to  insure  high 
prices,  but  when  the  sales  have  been  ef- 
fected to  an  extent  that  is  satisfactory 
for  the  time  being  dominating  capital  re- 
verts to  the  position  of  static  capital 
to  lend  the  proceeds  of  its  sales 
at  high  interest.  So  soon  as  these  pro- 
ceeds have  been  placed  out  at  high  in- 
terest on  as  long  a term  as  possible,  and 
much  accrued  interest  similarly  plac^, 
the  interest  of  dominating  capita!  re- 
verts to  cheap  money,  so  as  to  enhance 
the  capital  value  of  its  investments, 
which  can  then  be  realized  at  high  prices, 
and  the  proceeds  applied  to  the  acquisi- 
tion of  fresh  privileges  to  be  further  re- 
tailed with  a repetition  of  the  cycle. 
From  its  nature  static  capital  is  always 
a lender  seeking  the  highest  interest. 
Wage  earners  can  lift  themselves  into 
another  class  only  by  means  of  accumu- 
lations, and  as  these  accumulations  are 
favored  by  high  interest  on  savings  they 
are  on  the  side  of  static  capital.  The 
ideal  position  of  the  wage  earner  U in  a 
condition  of  hi^  wages,  high  interest 
and  low  prices,  things  that  do  not  often 
go  together.  On  which  side  he  will  throw 
his  weight  depends  on  whether  he  has 
more  to  gain  from  high  interest  and  low 
wages  or  from  low  interest  and  high 
wages.  All  along  he  is  in  favor  of  low 
prices  unless  he  can  be  persuaded  that  a 
rise  in  prices  will  be  more  than  com- 
pensated to  him  by  higher  wages.  A 
wage  earner  who  has  just  invested  some 
savings  will  be  so  full  of  the  matter  as 
to  be  concerned  wholly  with  what  will 
enhance  the  value  of  his  investment. 
There  is  always  much  uncertainty  as  to 


the  direction  of  the  weight  of  the  wage 
earner,  because  he  is  so  frequently  some- 
thing more,  and  in  that  extraneous  ca- 
pacity can  have  his  temporary  enthusd- 
asm  or  desire  utilized  by  more  a-stutc 
minds  to  constitute  him  a bell  wether  for 
a flock  of  pure  wage  earners  who  exi.st 
in  a chronic  state  of  bewilderment  as 
to  what  is  the  meaning  of  the  happen- 
ings around  them.  Highly  paid  officials 
of  corporations  often  find  their  individ- 
ual interest  better  served  by  increase  of 
remuneration  than  by  increase  of  divi- 
dend. As  officials  they  ore  wage  earn- 
ers; as  holders  of  qualifying  shares  they 
are  owners  of  static  capital.  Where  there 
is  a distinction  between  earned  and  un- 
earned income  for  purposes  of  taxation, 
a lower  rate  bring  chargeable  on  earned 
income,  an  addirional  inducement  is 
therby  provided  for  officials  to  remuner- 
ate themselves  by  salary  rather  than 
by  dividend.  The  aggregate  result  of 
such  actions  on  schemes  of  taxation  may 
not  be  very  great,  but  the  individuals  af- 
fected have  a combined  voice  in  affairs 
that  is  disproportionate  to  their  num- 
bers. 

The  most  important  consideration  is 
the  welfare  of  the  community  as  a whole, 
and  this  is  bound  up  with  the  question 
of  taxation.  As  taxation  can  be  levied 
legitimately  only  on  the  available  sur- 
plus value  produced  from  year  to  year, 
the  economic  functions  of  those  to  whom 
the  powers  of  taxation  are  intrusted 
should,  therefore,  be  directed  to  the 
adoption  of  policies  that  will  eventuate 
in  the  production  of  the  greatest  amount 
of  surplus  value.  The  production  of  this 
surplus  is  largely  dependent  on  cheap 
money,  money  obtainable  at  a low  rate 
of  interest.  Reduction  of  taxation  can 
also  be  most  advantageously  effected  by 
reborrowing  at  low  interest,  and  paying 
off  loans  effected  at  higher  rates.  Thus 
cheap  money  operates  in  every  direction 
for  the  lightening  of  taxation.  There  is 
one  condition  in  which  it  might  tempo- 
rarily be  otherwise,  a condition  that  has 
occasionally  occurred,  the  receipt  by  a 
Government  of  money  from  extraneous 
sources  or  as  the  result  of  an  unexpected- 
ly large  yield  from  an  ordinary  source. 
If  money  were  at  that  time  dear  the 
prices  of  Government  loans  would  be 
low,  and  could  be  bought  in  on  the  open 
market  more  advantageously  than  at  the 
date  fixed  for  redemption.  Ordinarily 
cheap  money  reduces  the  aggregate  levy, 
and  at  the  same  time  increases  the  fund 
on  which  it  is  essential  that  such  levy 
should  depend.  On  the  amount  remain- 
ing in  that  fund  after  taxation  has  been 
levied  depends  the  whole  prosperity  of 
the  people. 

The  foregoing  result  is,  however,  not 
attained  by  a mere  process  of  simple 
proportion.  It  is  more  comparable  to  the 
finance  of  theatres,  where  the  outgoings 
absorb  all  the  receipts  except  those  in 
respect  to  a few  score  seats.  There  are 
two  well-known  instances,  one  where  a 
40  per  cent  dividend  depended  on  a sin- 
gle row  of  stalls,  and  another  where  a 
66  per  cent,  dividend  was  wholly  ob- 
tained from  standing  room  behind  the 
dress  drcle.  One  empty  row  of  stalls 
or  the  prohibtion  of  standing  completely 
wiped  out  the  dividend  in  each  case. 


Where  takings  representing  96  per  cent 
of  tlie  capacity  of  a house  may  just  suf- 
fice to  cover  expenses,  while  a full  house 
yields  a handsome  dividend  on  the  active 
capital,  a reduction  of  overhead  rent  or 
mortgage  interest  might  enable  the  house 
to  keep  open  without  that  last  6 per  cent 
of  sales.  Similarly,  if  taxation  today  ab- 
sorbs 95  per  cent  of  the  surplus  value 
produced  and  next  year,  by  reason  of 
redemption  of  outstanding  bonds  through 
loans  effected  at  a lower  rate  of  interest, 
the  demand  on  the  fund  is  only  90  per 
cent,  the  prosperity  of  the  community 
is  not  simply  increased  pro  rata,  it  is 
actually  doubled.  Thus  one  realizes  how 
little  stands  between  stringency  and 
prosperity.  Our  everestimate  of  the  gap 
when  striving  to  bridge  it  and  our  un- 
derestimation of  the  consequences  when 
we  arc  recklessly  permitting  the  mar- 
gin to  be  absorbed  are  entirely  due  to  a 
failure  to  realize  that  the  amount  avail- 
able for  extrav^ance  is  not  in  propor- 
tion to  the  total  wealth  of  the  country, 
but  strictly  in  proportion  to  the  margin 
of  surplus  value  remaining  after  taxa- 
tion has  been  deducted.  An  increase  of 
1 per  cent  in  the  total  production  of 
wealth  may  provide  an  increase  of  60 
per  cent  in  prosperity.  That  1 per  cent 
may  easily  be  equivalent  to  half  the 
amount  left  in  the  surplus  value  fund 
after  the  necessary  deductions.  Gloomy 
foreboding  and  undue  optimism  are  both 
unjustified.  The  step  from  stagnation 
to  prosperity  is  very  short  in  either  di- 
rection. 

The  interest  of  the  community  as  a 
whole  would,  therefore,  appear  to  be 
not  only  coincident  with  capital  general- 
ly, but  only  with  specific  sorts  of  capital. 
It  is  on  the  aide  of  active  and  involved 
capital  and  against  static  capital  and 
the  accumulations  of  dominating  capital. 
Active  and  involved  capital  is  mostly 
borrowed  capital.  Those  who  operate 
this  form  of  capital  can  scarcely  be  over- 
supplied and  they  are,  therefore,  chronic 
borrowers  from  the  owners  of  static  cap- 
ital, who  mostly  lack  the  capacity  per- 
sonally to  utilize  their  wealth.  It  is  only 
natural  that  these  latter  should  demand 
all  they  can  obtain  to  increase  their 
funds,  but  the  increase  of  their  funds 
by  high  interest  is  contrary  to  the  prin- 
ciple of  the  whole  arrangement.  Such 
increase  is  merely  a transfer  of  wealth. 
Thrift  is  the  true  method  of  increase, 
and  the  payment  for  the  use  of  the  re- 
sults of  thrift  should  be  the  lowest  that 
is  consistent  with  its  continuance.  But 
bees  are  not  easily  discouraged  from 
collecting  honey.  A diminution  of  reward 
will  rarely  thwart  an  instinct.  The  tim- 
idity of  the  owners  of  static  capital  leads 
them  to  seek  for  apparent  safety.  They 
ere  easily  attracted  to  an  8 per  cent 
'*  bond " with  rotten  common  stock  at 
the  end  of  the  train  rather  than  to  a 
sound  10  per  cent,  common  stock.  The 
present  flood  of  bonds  bearing  high  in- 
terest is  as  much  due  to  the  exploitation 
of  this  psychology  as  to  Icptimate  sup- 
ply and  demand.  The  condition  is  artifi- 
cial. One  of  its  results  is  to  tic  the  hands 
of  the  commercial  bankers  who  have  in 
their  hands  overflowing  funds  of  which 
but  little  is  available  for  ordinary  trade 
purposes,  and  then  only  at  a rate  of  in- 


terest that  paralyzes  commerce.  The  end 
of  this  proc^ure  must  necessarily  be  the 
engendering  of  a false  sense  of  security 
on  the  part  of  the  owners  of  static  cap- 
ital. Businesses  will  presently  be  mort- 
gaged up  to  the  hilt  by  bond  issues,  the 
interest  on  which  is  an  overhead  charge. 
The  alarming  increase  of  overhead 
charges  is  a feature  of  recent  years.  The 
end  is  liquidation  and  panic  among  those 
mo.’t  prone  to  that  manifestation,  the 
owners  of  static  capital.  These  are  the 
people  that  make  runs  on  hanks  and  oth- 
erwise precipitate  disaster. 

Government  feels  a certain  responsi- 
bility for  hedging  against  such  occur- 
rence.4,  and  yet  has  unfortunately  pro- 
ceeded in  the  wrong  direction  by  multi- 
plying commissions  that  have  developed 
into  mere  automata  for  loading  cost-plus 
charges  on  the  community  and  heading 
the  stampede  for  the  sale  of  8 per  cent 
bonds.  What  is  required  is  a revision 
of  the  restrictions  of  the  investment  of 
trust  funds  in  the  direction  of  making 
them  available  only  for  bonds  much  fur- 
ther removed  from  the  end  of  the  train 
of  securities,  and  at  the  same  time  stop- 
ping the  lead  given  by  the  cost-plus  sys- 
tem applied  to  public  utilities  by  making 
the  dividend.*  of  these  undertakings  de- 
pendent on  reductions  instead  of  increase 
of  their  charges  for  service.  This  last 
process  would  put  to  flight  a horde  of 
Presidential  figure  manipulators  and 
lawyers  who  would  be  replaced  by  busi- 
ness men.  The  restriction  of  the  range 
of  bond  investment  would  bring  about 
lower  interest  by  eorrallng  the  static  cap- 
ital. The  process  need  not  be  drastic 
nor  by  any  means  sudden.  As  previously 
shown,  the  slightest  touch  of  the  helm  in 
a given  direction  produces  immense  re- 
sults. A pressure  that  would  reduce  in- 
terest by  even  one-half  per  cent,  would 
probably  set  the  whole  commercial  world 
in  motion  in  a way  that  would  increase 
the  surplus  value  fund  to  an  extent  be- 
yond the  conception  of  those  who  limit 
their  vision  to  existing  indications.  The 
essential  requirement  is  a change  of  di 
rection  in  the  course  of  the  ship,  no  r"ut- 
ter  how  slight  the  change,  so  long  as  it  is 
toward  another  course. 
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Russian  Co-operatives  Under  the  Soviets 


0HERE  is  scarcely  any 
other  feature  of  the 

noinic  policy  ’’  inau- 
gurated by  the  Kus- 
sian  Communists  in 
March,  1021,  that 

spread  interest  and 
attention  than  the 
question  of  the  role  of  the  co-operative 
organizations  in  the  re-establishment  of 
Russia’s  economic  life  and  of  the  per- 
mission by  the  Soviet  Government  to 
" free  trade,"  which  runs  parallel  with 
the  work  of  the  co-operatives.  The 
friends  of  tlie  Soviet  Government  point 
to  the  reorganization  of  the  co-operative 
movement,  announced  a month  after  the 
irmuguration  of  the  “new  economic  pol- 
icy," as  the  channel  by  means  of  which 
the  Soviets  are  to  bring  economic  regen- 
eration and  prosperity  to  Russia.  There 
is  no  doubt  that  the  question  of  the  co- 
operatives and  of  the  apparatus  of  trade 
generally  is  a matter  of  rital  importance 
for  Russia's  regeneration,  but  there 
seems  to  be  little  basis  so  far  in  the  offi- 
cial Soviet  reports  on  the  status  and 
work  of  the  reorganized  co-operatives  to 
justify  the  bright  optimism  of  the 
friends  of  Russian  communism. 

The  great  co-operative  movement  of 
Russia,  which  in  point  of  its  active  mem- 
bership and  of  the  territory  over  which 
it  operated  was  the  greatest  in  the  world, 
consisted  of  three  principal  branches. 
Each  of  these  branches  was  vitally  af- 
fected in  a different  way  by  the  Soviet 
regime. 

The  first  branch  of  the  Russian  co- 
operative movement  consisted  of  .so- 
called  consumers’  co-operatives,  which 
were  primarily  trading  organizations. 
The  Soviet  regime  in  its  activities  vfftR 
regard  to  the  co-operative  movement 
made  thc.'^  consumers'  leagues  a part  of 
the  whole  Soviet  apparatus  of  distribu- 
tion. They  were  made  to  extend  to  the 
whole  population  of  the  country.  All  the 
inhabitants  of  each  locality  were  ordered 
to  constitute  themselves  into  co-operative 
units,  which  were  combined  regionally 
and  eventually  brought  together  in  an 
all-Russian  b«>dy  known  as  the  “ Cen* 
trosoyuz."  The  principle  of  membership 
fees  was  abolished,  and  membership  in 
the  consumers'  co-operative  became  ob- 
igatory  for  every  Soviet  Republic  citizen. 

The  “ Centrosoyur,”  which  was  the  ad- 
ministrative organ  of  the  reorganized 
consumers'  co-operatives,  was  a part  of 
the  Soviet  Government.  Its  duties,  as 
well  as  those  of  its  subordinate  bodies 
down  to  the  smallest  local  co-operative 
unit,  consisted  in  acting  as  auxiliary  or- 
gans to  the  Commissariat  of  Supplies, 
which  was  charged  with  the  task  of  ob- 
taining and  distributing  food  supplies 
and  other  articles  of  prime  necessity. 
All  private  trade  was  officially  prohib- 
ited, and  exchange  of  commodities  could 
be  carried  on  openly  only  flirough  the 
instrumentality  of  the  co-operatives. 

The  second  brunch  of  the  Russian  co- 
operative movement  consisted  of  credit 
and  loan  associations.  They  were  pri- 
marily banking  institutions,  carrying  on 
financial  operations.  The  inadequate  de- 
velopment of  the  Russian  banking  system 
prior  to  the  war  and  the  revolution  made 
the  work  of  these  co-operative  financial 
institutions  of  special  importance.  The 
Soviet  regime  monopolized  banking  as 
one  of  its  first  official  acts.  As  a re- 
sult the  credit  and  loan  associations 
found  themselves  forced  to  turn  to  trad- 
ing operations  similar  to  those  which  had 
been  carried  on  by  the  consumers'  co- 
operatives. For  some  time  the  Soviet 
Government  allowed  them  to  exist  in 
this  way,  and  then  by  special  decree  they 
were  swept  out  of  existence  by  being 
merged  with  the  reorganized  " Centro- 
.soyuz  " system. 

The  third  brancih  of  the  Russian  co- 
operative movement,  consisted  of  produc- 
ers' co-operativD  'organizations,  which 
were  really  groups  of  producers  in  agri- 
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culture  and  industry  banded  together  for 
common  action.  This  was  the  real  basis 
-of  the  small-scale  industry  in  Russia, 
which  is  still  playing  a tremendously  im- 
portant part  in  the  economic  life  of  the 
country  because  of  the  comparatively 
small  development  of  the  factory  system. 
The  Soviet  regrime  could  not  break  up 
this  branch  of  the  co-operative  move- 
ment, and  had  to  be  content  with  es- 
tablishing a most  intimate  governmental 
control  over  it. 

The  “ new  economic  policy  ” affects 
both  the  consumers’  and  the  producers’ 
co-operatives.  With  regard  to  the  sec- 
ond, the  Government  now  is  applying  the 
lease  system,  which  will  be  described  in 
another  connection.  But  it  is  with  re- 
gard to  the  former  that  tlie  high  hopes 
expressed  for  the  role  of  the  co-opera- 
tives’ movement  constitute  the  spectacu- 
lar feature  of  the  present-day  economic 
situation  in  Soviet  Russia. 

Prior  to  March,  1921,  very  little  work 
could  be  done  by  the  consumers'  co-op- 
eratives. The  Soviet  Government, 
through  ita  Commissariat  of  Supplies, 
controlled  all  the  distribution  of  manu- 
factured goods.  All  the  available  food- 
stuffs also  were  supposed  to  be  placed 
in  the  hands  of  the  Commis-sariat 
through  the  system  of  requisitions.  Thus 
the  Government  carried  on  the  work  of 
distribution  on  a national  scale  without 
any  official  and  open  exchange  of  com- 
modities on  a local  scale. 

rpHE  two  most  importffnt  provision.^  of 
•*-  the  economic  program  inaugurated 
in  March,  1921,  were  substitution  of  a 
food  tax  for  the  requisitions  and  the  per- 
mission to  factory  worlanen  to  keep  a 
part  of  the  articles  of  their  manufac- 
ture to  be  used  in  exchange  for  food- 
stuffs. Permitting  in  this  manner  an  ex- 
change of  commodities  on  a local  scale 
the  Soviet  Government,  however,  believed 
that  it  would  be  able  to  control  this 
process  of  barter.  The  third  important 
provision  of  the  new  economic  program, 
therefore,  dealt  with  the  question  of  pro- 
viding on  apparatus  for  this  exchange, 
which  was  in  the  form  of  the  consumers’ 
co-operative  movement  once  more  reor- 
ganized. 

This  latest  reorganization  of  the  con- 
sumers' co-operatives  was  effected 
through  the  intnimentality  of  the  decree 
of  April  7,  1921.  O.stensibly  the  co-oper- 
atives were  freed  from  that  complete 
Government  donxination  under  which 


they  found  themselve.s  when  they  were 
absorbed  in  the  general  apparatus  of  the 
Soviet  distribution  system.  But  this 
freedom  was  no  more  than  ostensible. 
The  general  scheme  remained  the  same 
as  theretofore,  i.  e.,  the  local  units  still 
inclodcd  all  of  the  population  in  each 
locality,  and  the  units  were  still  bound 
together  in  an  ascending  hierarchy, 
topped  by  the  “ Centrosoyuz.”  The  only 
difference  was  that  the  purchasing  op- 
erations of  the  co-operatives  were  ex- 
tended, and  more  power  was  given  to  the 

All  through  the  first  three  years  of 
the  Soviet  regime  the  most  important 
reason  for  the  failure  on  the  part  of 
the  Soviet  Government  and  its  auxiliary 
organizations,  such  as  the  co-operatives, 
to  obtain  from  the  peasantry  an  ade- 
quate amount  of  foodstuffs  lay  in  the 
fact  that  the  Government  insisted  on  fix- 
ing the  prices  that  were  to  be  paid,  either 
in  currency  or  in  manufactured  goods. 
These  prices  were  never  what  the  peas- 
ants considered  fair  and  adequate.  But 
the  experience  of  these  three  years  did 
not  teach  the  Soviet  leaders  anything. 
When  the  reorganized  “ Centrosoyuz " 
system  was  instructed  to  begin  its  trad- 
list  of  “ equivalents,”  and  ordered  to  car- 
ry on  its  operations  in  the  exchange  of 
conunodities  strictly  in  accordance  with 
the  fixed  values  worked  out  by  the  Com- 
missuriut  of  Supplies. 

The  results  of  this  policy  obviously 
were  bound  to  be  disastrous  as  far  as 
the  work  of  the  co-operatives  was  con- 
cerned. In  the  first  place,  it  was  im- 
possible to  communicate  rapidly  enough 
the  directions  of  the  Commissariat  to  all 
the  widely  distributed  localities  in  which 
the  co-operatives  were  in  operation,  and 
the  local  co-operatives  simply  took  tlie 
matter  into  their  own  hands  and  fixed 
their  own  rates  of  exchange.  In  the  sec- 
ond place,  these  exchange  equivalents 
were  bound  to  differ  according  to  local 
conditions.  In  the  third  place,  whenever 
the  co-operatives  came  into  competition 
with  private  traders  they  always  found 
themselves  outbidden,  sometimes  as  much 
as  ten  to  one,  whenever  they,  worked 
strictly  in  accordance  with'  the  instruc- 
tions from  the  Commissariat,  so  gener- 
ally they  used  their  discretion. 

At  the  end  of  June  the  Moscow  Izves- 
tiya  (June  25,  1921),  reported  the  fol- 
lowing variations:  At  Novo-Sergiyevsk 
the  equivalent  of  one  pood  of  flour  was 
taken  as  24  arshin  of  calico  (one  pood  is 
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States  is  evident  from  the  figures  cover- 
ing the  six  months  ended  November,  the 
totol  in  the  lines  affected  being  $25,928,- 
059,  against  $93,454,442  for  the  corre- 
sponding period  of  1920.  The  most 
marked  decline  was  in  wheat,  which  had 
a value  of  $9,700,297.  against  $45,138,- 
530. 

The  only  bright  spot  in  the  official  re- 
turns covering  mining  operations  in 
Ontario  for  the  nine  months  ended  Octo- 
ber was  an  increase  in  the  production  of 
gold,  the  output  for  the  period  having  u 
value  of  $9,818,073,  compared  with  $3.- 
735,768  for  the  some  period  of  1920. 
There  are  now  seven  producing  mines  in 
the  province,  with  an  additional  one  com- 
ing into  operation  within  a few  days. 
The  mines  arc  now  producing  gold  to  a 
larger  extent  than  ever  before,  and  it  is 
anticipated  that  the  year’s  output  will 
exceed  that  of  the  mines  in  California. 
The  value  of  the  silver  produced  by  the 
mines  of  Ontario  declined  nearly  one- 
half,  figures  being  $4,382,250,  against 
$8,435,088.  There  also  was  a marked 
decline  in  nickel,  the  value  being  $3,364,- 
304^  against  $5,516,561,  and  with  the 


mines,  smelters  and  refineries  dosed 
down  further  even  more  excessive  de- 
clines are  likely  for  some  time  to  come. 
Total  production  of  all  metallic  minerals 
in  the  province  had  a value  of  $20,994,- 
172,  compared  with  $35,930,418  for  the 
corresponding  nine  months  of  last  year. 

The  annual  statement  of  the  Royal 
Bank,  an  institution  which  is  running 
close  to  the  Bank  of  Montreal  for  first 
position  among  the  banks  of  the  Domin- 
ion, showed  profits  for  the  year  of 
$4,037,836,  compared  with  $4,253,649  in 
1920.  Assets  amount  to  $500,648,429,  of 
which  $222,603,630  are  classed  as  liquid. 
Commercial  loans  stand  at  $252,661,644 
and  deposits  at  $376,616,343.  The  bank’s 
credit  balance  is  placed  at  $20,400,000- 
Shareholders  received  a dividend  of  12 
per  cent  and  a bonus  of  2 per  cent  The 
annual  report  of  the  Bank  of  Hochelaga 
also  was  issued  this  week  and  shows 
profits  of  $630,902,  against  $649,739  for 
lost  year.  Earnings  were  15.77  per  cent 
on  the  outstanding  capital  stock  The 
South  Canada  Power  Company,  operating 
on  the  St  Lawrence,  had  profits  of  $283,- 
765  this  year,  against  $225,402  last  year. 


equal  to  36.11  pound.*,  while  one  arshin 
U equal  to  0.77  yard),  at  the  same  time 
Tashkent,  the  capital  of  Turke,stan,  a 
pood  of  wheat  flour  could  be  purchased 
for  six  arshin  of  calico,  and  in  some  ru- 
ral districts  of  Turkestan  for  as  little 
as  two  and  one-half  arshin. 

The  original  idea  which  the  Soviet 
Government  bad  in  mind  was  that  the 
co-operative.*,  a.s  far  as  possible,  should 
carry  on  merely  the.«e  operations  of  ex- 
change of  commodities.  The  Soviet  lead- 
ers believed  that  they  could  control  the 
process  sufficiently  to  prevent  it  from 
going  to  its  logical  lipes  of  development, 
viz.,  the  re-establishment  of  ordinary 
trade,  with  money  as  the  means  of  ex- 
change. The  reasons  the  Soviet  leaders 
insisted  on  this  were  largely  theoretical, 
though  they  also  had  very  important 
practical  implications.  In  reality,  how- 
ever, things  worked  out  differently. 

TN  their  actual  operations  the  co-opera- 
lives,  especially  those  working  more 
or  less  locally,  very  early  in  the  game 
began  to  give  up  the  more  important  as- 
pects of  instructions  from  the  centre, 
particularly  with  regard  to  the  use  of 
money.  They  found  that  by  being  lavish 
with  the  paper  currency  in  certain  in- 
stances they  could  outbid  the  private 
traders,  and  as  a result  we  find  a 
rapidly  increasing  use  of  money  as  the 
-means  of  exchange  even  in  the  work  of 
the  co-operatives.-  But  here  a very  im- 
portant difficulty  was  soon  encountered. 
The  Government  found  itself  utterly  un- 
able to  furnish  the  huge  sums  of  money 
which  the  co-operatives  demanded  for 
their  operations.  The  value  of  the  So- 
viet paper  currency  is  so  low  and  the 
prices  of  commodities  are  so  high  that 
these  currency  requirements  of  the  co- 
operatives run  into  hundrMs  of  billions 
of  rubles,  which  the  Government  finds 
itself  utterly  incapable  of  furnishing. 

The  Moscow  Ekonomicheskaya  Zhisn 
(Oct.  26.  1921)  reports  that  the  plan  of 
meat  purchases  by  the  co-operatives  in 
the  whole  country  called  for  the  supply- 
ing by  the  Government  of  740,000,000,000 
rubles  in  paper  currency.  However,  only 
50,000,000,000  was  furnished,  and  as  a 
result  of  that  much  of  the  cattle  which 
might  have  been  available  could  not  be 
purchased.  The  co-operative  board  for 
five  provinces  in  Central  Russia  asked 
for  1.000,000,000  rubles  in  currency  and 
received  only  one-half  of  that  'amount 
In  September  the  co-operatives  were  to 
receive  2,000,000,000  rubles  to  be  expend- 
ed for  the  purchase  of  raw  materials. 
However,  none  of  this  amount  was  ac- 
tually furnished.  At  the  same  time  the 
use  of  paper  currency  is  rapidly  becom- 
ing tlic  only  method  of  trade  even  in  So- 
viet Russia.  The  use  of  barter,  which 
the  Government  has  striven  so  hard  to 
inculcate,  is  disappearing  entirely.  In 
discussing  this  aspect  of  the  situation  a 
writer  in  the  Ekonomicheskaya  Zhisn 

“ As  a general  rule  the  old  system  of 
equivalents  established  by  the  Commis- 
sariat of  Supplies  is  thrown  aside  alto- 
gether, and  the  use  of  paper  currency 
increases  all  the  time.  A regular  process 
of  purchase  and  sale  springs  into  exist- 
ence. instead  of  the  system  of  exchange 
of  commodities." 

This  means  that  the  rote  which  the  So- 
viet regime  has  assigned  to  the  co-op- 
eratives under  the  “ new  economic  pol- 
icy” has  not  brought  the  results  for 
which  the  Government  had  hoped.  In  the 
general  process  of  trade  the  work  of  the 
co-operatives  is  much  smaller  in  extent 
and  scope  than  the  work  of  private  trad- 
ers— a fact  which  l,enin  himself  was 
forced  to  admit  when  he  announced  his 
latest  economic  retreat  in  a speech  de- 
livered at  the  end  of  October.  But  at  the 
same  time  thi.s  means  a growth  of  pri- 
vate trade  far  beyond  the  limits  pre- 
scribed to  it  by  the  Soviet  policy.  We 
shall  deal  with  this  important  phase  of 
the  present-day  economic  situation  in  So- 
viet Russia  in  the  next  article. 
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Central  American  Currencies 


By  John  Parke  Young 


This  is  ths  second  and  last  article  by 
Mr.  Young  on  the  airrencics  of  Cen~ 
iml  America. 

T I Honduras  from  the 
silver  to  the  gold  ba- 
sis with  scarcely  a 
realization  of  what 
was  taking  place  is 
a unique  event  in  re- 
cent monetary  an- 

The  monetary  unit 
of  Honduras,  until  the  last  throe  or  four 
years,  was  the  silver  peso,  or  “ sol,”  of 
twenty-five  grams,  0.900  fine.  However, 
as  in  Salvador,  the  circulation  has  al- 
ways been  composed  principally  of  mon- 
eys of  other  countries.  When,  in  the  lat- 
ter part  of  1915,  the  price  of  silver  be- 
gan to  rise  the  silver  in  the  coins  be- 
came more  valuable,  and  they  began  to 
be  exported  in  such  quantities  that  busi- 
ness became  embarrassed  for  lack  of  suf- 
ficient currency.  Finally  in  April,  1916, 
the  exportation  of  silver  money  was  pro- 
hibited. However,  as  the  price  of  silver 
continued  to  rise  it  was  found  impossi- 
ble to  prevent  such  profitable  transac- 
tions, with  the  result  that  clandestine 
exportation  was  practiced  on  a large 
scale,  and  the  amount  of  circulating  me- 
dium rapidly  diminished. 

On  the  north  coast  of  Honduras,  which 
is  dominated  by  American  companies  in 
the  banana  trade,  a certain  amount  of 
American  money  had  been  in  circulation 
for  several  years.  But  ^little  of  this 
money  ever  found  its  way  into  the  in- 
terior. As  a method  of  aDeviating  the 
monetrry  situation  the  Banco  Atlantida 
proposed  that  the  circulation  of  Amer- 
ican money  be  extended  to  the  entire 
country.  Accordingly,  a contract  was  ne- 
gotiated between  the  Government  and 
the  bank  in  the  Spring  of  1918,  which 
provided  that  the  bank  might  redeem  its 
notes  in  American  money  at  the  rate  of 
2 pesos  to  the  dollar.  This  the  bank  be- 
gan to  do.  To  further  stabilize  the  rate 
at  which  American  money  was  ex- 
changed for  native  money  a decree  was 
issued  in  August,  1918,  making  American 
money  legal  tender  at  the  rate  of  2 
pesos  to  the  dollar.  Later,  September, 
1919,  it  was  decreed  that  the  bank  should 
maintain  in  American  money  the  reserve 
behind  its  notes,  and  be  given  a six 
months’  moratorium  on  their  redemp- 
tion. in  which  time  it  would  be  able  to 
import  a sufficient  amount  of  American 
money.  At  the  same  time  an  arrange- 
ment was  made  with  the  Government 
whereby  the  hank  was  allowed  to  export 
its  silver  coin,  although  exportation  in 
general  was  prohibited,  and  sell  it  in  the 
foreign  market  When  the  six  months' 
period  expired  the  bank  again  began  re- 
deeming its  notes  in  American  money  at 
the  rate  of  2 pesos  to  the  dollar. 

The  bank  bad  some  difficulty  in  in- 
troducing American  money  to  the  ordi- 
nary channels  of  trade.  The  silver  in 
the  peso  was  valued  in  foreign  markets 
at  considerably  more  than  50  cents  in 
American  money,  the  legally  established 
rate  for  exchanges  in  Honduras,  and  the 
people  felt  that  they  were  being  deprived 
of  a portion  of  the  value  of  their  money. 
For  this  and  other  reasons  “grimbaka," 
as  all  American  paper  money  was  called, 
were  at  first  in  disrepute,  but  as  the  na- 
tive coin  disappeared  from  circulation, 
due  to  the  advancing  price  of  silver, 
American  silver  and  paper  money  held 
the  field  alone. 

Exchange  rates  in  Honduras  followed 
the  general  movements  in  the  foreign 
price  of  silver,  until  the  exportation  of 
silver  money  was  interrupted  by  law, 
when  exchange  rates  failed  to  respond 
to  the  rapidly  mounting  price  of  silver. 
At  the  time  when  the  bank  was  permitted 
to  redeem  its  notes  in  dollars  at  the 
.Uio  of  2 pesos  to  the  dollar  the  peso 
would  purchase  approximately  60  cents 
in  the  form  of  a draft  on  New  York,  in- 


dicating that  tlie  ratio  of  two  to  one  was 
in  fair  harmony  with  the  local  value  of 
the  peso  in  terms  of  dollars. 

In  the  latter  part  of  1920,  when  the 
price  of  silver  declined  .spectacularly,  sil- 
ver coins  began  to  re.ippear  in  circula- 
tion. In  November  the  amount  of  silver 
in  the  peso  came  to  be  worth  somewhat 
Ics.s  than  60  cents,  and  the  coins  were 
worth  more  as  money  at  the  rate  of  2 
po.sos  to  the  dollar  than  as  silver.  Large 
numbers  of  coins  which  had  been  hoarded 
instead  of  being  melted  down  or  export- 
ed suddenly  reappeared  in  circulation. 
Enjoying  a fiduciary  circulation  in  Hon- 
duras many  were  imported  from  neigh- 
boring countries  where  they  had  been  de- 
monetized or  no  longer  passed  currently. 
They  began  circulating  in  Honduras  in 
large  numbers  at  the  lawful  rate  of  2 
pesos  to  the  doUar,  threotening  to  restore 
the  country  to  the  silver  standard  by 
driving  out  American  money.  The  Gov- 
ernment considered  demonetizing  the 
coins,  and  immediately  they  became  de- 
preciated, a situation  which  still  exists 
in  certain  parts  of  the  country.  To  pro- 
tect itself  the  Government  passed  a law 
in  March,  1921,  declaring  that  60  per 
cent,  of  the  customs  dues  must  be  paid 
in  American  money. 

rpHE  present  situation  is  unsatisfac- 
tory.  In  Tegucigalpa  and  the  south 
of  the  country  there  is  a premium  of  3 
per  cent  -for  drafts  on  New  YorV  when 
purchased  with  American  money,  and 
as  much  as  232  silver  pesos  per  $100  in 
New  York  drafts  has  been  paid.  Amer- 
ican money  has  left  the  country,  so  that 
very  little  is  found  outside  of  the  capital 
and  the  north  coast  In  the  latter  region 
the  reverse  is  true,  and  very  little  old 
silver  money  circulates.  In  so  far  as 
it  is  accepted  it  is  taken  at  varying 
rates  of  discount.  Throughout  the  rest  of 
the  country  prices  are  no  higher  in  the 
old  silver  than  in  American  money. 

However,  the  rise  in  the  price  of  silver 
in  the  last  few  weeks  bids  fair  to  as- 
sist in  solving  the  problem. 

A comprehensive  plan  for  monetary  re- 
form drafted  by  Dr.  Arthur  N.  Young, 
Financial  Adviser  to  the  Government  of 
Honduras,  was  presented  to  the  Congress 
in  February  of  this  year,  and  provided 
for  a national  monetary  system  to  be 
based  on  a form  of  the  gold  exchange 
standard.  Although  Honduranian  gold 
coins  were  authorized,  the  plan  in  sub- 
stance was  to  have  American  paper  or 
gold  money  form  the  basis  of  the  sys- 
tem, while  the  fiduciary  currency  would 
consist  of  national  silver  money  and 
minor  coins  guaranteed  by  a reserve  of 
at  least  36  per  cent,  in  gold  to  be  kept 
in  the  United  States  for  the  purpose  of 
redeemmg  the  fiduciary  coins  on  demand 
in  drafts.  The  unit  was  to  be  similar  in 
weight  and  fineness  to  the  American  dol- 
lar, to  which  the  country  has  become  ac- 
customed. 

Because  of  an  unfortunate  confusion 
of  much-needed  monetary  reform  with  lo- 
cal political  issues,  due  largely  to  an  at- 
tempt by  the  Minister  of  Finance  to  de- 
monetize the  old  silver  coins  by  executive 
order,  the  project  was  not  favorably  act- 
ed upon  by  the  last  Congress. 

The  history  of  Nicaraguan  currency 
from  1894  to  1909  was  similar  to  that  of 
Guatemala,  in  that  large  issues  of  in- 
convertible paper  money  were  made  in 
the  Administration  of  President  Zelaya, 
with  the  inevitable  result  of  increasing 
depreciation.  The  paper  money  outstand- 
ing in  Nicaragua  grew  from  270,000 
pesos  in  1896  to  more  than  48,000,000 
pesos  in  1011.  The  value  of  the  peso  fell 
from  about  83  cents  in  1900  to  15  cents 
in  1906,  and  in  1910  was  worth  only 
about  8 cents.  In  1912,  after  the  success- 
ful revolution  of  President  Adolfo  Diaz, 
the  Government  of  Nicaragua  invited  the 
aid  of  the  United  States  in  placing  its 


finance.s  upon  a stable  basis.  After  ne- 
gotiotions  a contract  was  made  with  tlic 
banking  houses  of  Messrs.  Brown  Broth- 
ers & Co.  and  J.  & W.  Scligmnn  & Co. 
for  the  floating  of  a loan  for  the  purpose 
of  taking  core  of  the  outstanding  indebt- 
cdncs.s  of  the  country  and  for  reforming 
the  currency. 

Preliminary  to  the  currency  reform 
an  investigation  was  made  by  Messrs. 
C.  A.  Conant  and  F.  C.  Harrison,  the 
results  of  which  served  as  a ba.sis  for 
the  reform  Inter  adopted.  In  brief,  the 
plan  provided  for  buying  in  the  outstand- 
ing paper  money  until  the  rate  of  ex- 
change between  the  peso  irnd  the  dollar 
.should  be  reduced  from  its  then  ratio  of 
about  18  to  1 to  an  indeterminate  figure 
to  be  decided  later,  at  which  point  it 
should  be  stabilized  and  the  paper  pesos 
exchanged  for  new  currency  on  the  basis 
of  the  gold  “ cordoba,”  to  be  equal  to  the 
American  dollar.  The  conversion  rate  of 
12^d  to  1 was  recommended  and  adoptc<l. 
and  the  change  consummated  in  1913. 

Since  that  time  Nicaragua  hos  enjoyed 
the  advantages,  and  also  the  disadvan- 
tage, of  the  gold  standard.  Exchange 
rates  have  remained  at  about  par,  ex- 
cept in  1914  and  1916,  when  the  cordoba 
was  allowed  to  go  to  a discount,  owing 
to  disturbed  commercial  relations  be- 
tween Nicaragua  and  the  United  States 
and  other  countries. 

The  cordoba  is  maintained  at  par  by 
means  of  the  gold  exchange  standard. 
The  National  Bank  of  Nicaragua,  which 
has  charge  of  the  management  of  the 
currency  and  the  controlling  stock  of 
which  is  owned  by  the  Mercantile  Bank 
of  the  Americas,  redeems  cordoba.s  in 
drafts  upon  a reserve  fund  kept  in  New 
York,  charging  a slight  premium  for  the 
tr  nsaction.  In  this  manner  the  cordoba 
r never  be  worth  much  less  than  the 
• .lar.  It  can  never  be  worth  much  more 
t.ian  the  dollar,  because,  conversely,  at 
the  bank  in  New  York  dollars  can  always 
purchase  cordobas  at  par.  plus  a slight 
premium. 

The  local  currency  is  chiefly  paper, 
notes  of  the  National  Bank  of  Nicara- 
gua. Some  silver  and  minor  nickel  coins 
also  circulate.  When  the  monetary  re- 
form was  inaugurated  in  1913,  the  new 
silver  cordobas  very  much  resembled  the 
former  pesos  familiar  before  the  paper 
regime  of  Zelaya  drove  them  from  cir- 
culation. The  cordoba,  however,  through 
its  redemption  privilege,  had  a gold  value 
more  than  double  that  of  the  old  peso. 
The  people  had  become  so  accustomed 
to  have  a coin  of  the  size  and  appearance 
of  the  cordoba  represent  a certain 
amount  of  value  that  they  were  loath  to 
accept  the  new  coins  at  a value  double 
that  which  they  believed  should  pertain 
to  them.  They  considered  the  cordoba  a 
peso  with  another  name,  and  it  was  some 
time  before  prices  adjusted  thcmselvc.'i 
in  terms  of  the  new  unit.  In  fact,  there 
is  doubt  whether  this  adjustment  is  yet 
complete. 

The  opinion  prevails  in  several  quar- 
ters that  the  cordoba  is  a unit  too  large 
for  a country  with  a standard  of  living 
as  low  as  Nicaragua.  The  cordoba  is 
much  more  than  a day’s  wage,  and  there 
are  few  articles  entering  into  the  ordi- 
nary purchases  of  the  common  people 
which  cost  as  much  as  a cordoba.  A 
unit  of  small  value  is  better  adapted 
to  such  an  economy.  The  custom  has 
arisen  of  quoting  prices  in  terms  of  so 
many  “ reales,"  the  “ real  ” in  Nicara- 
gua meaning  10  cents,  In  a backward 
country  custom  is  very  stroing,  and 
changes  take  place  slowly.  The  people 
of  Nicaragua  hesitate  to  quote  price.s  at 
what  seems  to  them  to  be  very  low  val- 
ues, thinking  in  terms  of  the  old  coins. 
This  attitude  doubtless  is  tending  to  im- 
pede the  process  of  economic  adjustment 
of  prices  and  wagcs.to  a new  level,  with 


the  result  that  prices  arc  somewhat  high- 
er than  they  otherwise  would  be.  This 
higher  price  level  is  apparent  to  the  trav- 
eler upon  reaching  Nicaragua. 

Although  Nicaragua  haa  a sound 
financial  system  duo  to  the  operations 
of  the  American  bankers  in  accord  with 
the  controcts  whereby  loans  were  extend- 
ed to  the  republic,  there  is  some  local  op- 
position to  the  system.  Part  of  this  oppo- 
sition is  centred  against  tho  arrangement 
whereby  the  national  currency  is  con- 
trolled by  and  dependent  upon  the  credit 
of  a private  firm.  However,  the  currency 
system  hos  worked  successfully,  and 
from  nil  indications  will  so  continue. 

rpHE  first  of  the  Central  American 
countries  to  forsake  the  silver  stand-' 
ard  for  the  gold  basis  and  maintain 
tlio  latter  successfully  was  Costa  Rica. 
When  the  price  of  silver  fell  in  the  last 
part  of  the  century,  the  gold  value  of 
the  peso  was  depressed  to  such  an  extent 
that,  in  1896,  plans  were  made  for  the 
adoption  of  the  gold  standard.  The  unit 
accepted  was  the  gold  ” colbn,”  to  be 
worth  about  46  cents  in  American  money. 
The  Government  issued  gold  certificates, 
and  in  July,  1000,  when  a sufficient 
quantity  of  the  newly  minted  gold  col 
ones  hod  been  accumulated,  began  re- 
deeming the  certificates  in  gold  coin. 

The  country  enjoyed  comparatively 
stable  currency  and  exchange  rates  down 
to  the  beginning  of  the  European  war. 
The  currency  consisted  of  gold  coloncs, 
banknote.s  redeemable  in  gold,  silver  cer- 
tificates guaranteed  by  a silver  reserve, 
and  subsidiary  coins  of  nickel  and  cop- 
per. Ih  the  financial  disturbancc.s  of 
the  Summer  of  1914  exchange  rates  rose, 
and  gold  began  to  move  out.  Notes  were 
presented  at  the  bonks  for  redemption 
in  gold  to  be  exported.  A moratorium 
then  wos  given  the  banks  on  redemption 
of  their  notes,  and  from  that  date  to  the 
present  Costa  Rica  has  been  on  a paper 
basis.  But  the  bulk  of  the  paper  money 
has  not  been  the  paper  of  these  banks. 

As  an  emergency  measure,  u Govern- 
ment bank,  the  Banco  Internacional,  was 
organized  in  1914,  with  assets  consisting 
chiefly  of  Government  bonds.  This  bank 
made  loans  freely,  issuin^Hs  notes  as  the 
deposits  thus  created  were  checked 
against.  These  notes  of  the  Banco  Inter- 
nacional came  to  be  the  chief  medium 
of  exchange,  because  of  the  withdrawal 
from  circulation  of  the  notes  of  the  oth- 
er three  bonks  of  issue.  These  banks  held 
a generous  gold  reserve  behind  their 
notes,  the  outstanding  amount  of  which 
was  relatively  smalt,  and  it  \vas  believed 
that  eventually  their  notes  would  be  hon- 
ored in  full. 

The  notes  of  the  Banco  Internacional 
were  supposed  to  have  a certain  amount 
of  gold  behind  them,  but  as  the  issues 
increased  the  percentage  of  reserves  hb- 
came  less.  The  disfavor  which  came  to 
attach  to  the  note.*!  of  the  Banco  Inter- 
nacional led  to  the  disappearance  of  the 
notes  of  the  three  stronger  banks,  which 
were  considered  more  valuable  and  were 
withdrawn  from  circulation  and  held 
with  the  belief  that  ultimately  they 
would  be  redeemed.  This  is  an  example^ 
of  Gresham's  law  operating  upon  a pa- 
per currency.  This  expectation  of  re- 
demption was  realized  in  the  Spring  of 
1921,  when  the  moratorium  was  lifted 
and  the  three  banks  began  redeeming 
their  note.s  in  gold  colones  which  were 
stilt  in  their  vaults. 

The  paper  circulation  in  July,  1914, 
was  about  6,600,000  colones.  This  amount 
increased  steadily  during  the  war,  and  in 
September,  1910,  wos  about  23,000,000, 
but  the  circulation  since  has  declined. 

The  value  of  the  colon  has  continually 
'fallen  in  this  period  of  paper  money,  and 
fluctuations  in  exchange  rates  have  been 
violent.  In  July,  1014,  exchange  was  ap- 
proximately at  par  and  the  colon  was 
worth  about  46  cents,  The  maximum  rate 
was  reached  in  January,  1918,  when  626 
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colones  were  needed  lo  purchase  1100, 
which  gave  the  colon  u value  of  about 
10  cents.  With  good  coffee  prices  and 
prosperity  prevailed  the  rate  declined, 
and  in  the  last  part  of  1919  and  the  first 
half  of  1920  It  was  between  280  and  300 
most  of  the  time.  But  when  coffee  prices 
collapsed  and  the  depression  began  about 
the  middle  of  1920,  the  rate  mounted  rap- 
idly and  fluctuated  around  460  in  the 
first  half  of  1921.  It  is  now  down  to 
about  416. 

The  problem  before  Costa  Rica  at  pres- 
ent is  the  reorganization  or  liquidation 
of  the  Banco  Internacional  and  the  plac- 
ing of  the  currency  upon  a firm  basis. 
The  Government  owes  the  bonk  a large 
sum,  and  is  its  chief  customer  a.s  well 
as  its  owner.  The  bank  has  been  a credit 


factory  for  the  Government,  and  has 
loaned  notes  to  the  Government  guar- 
anteed by  Government  bonds,  not  very 
different  from  what  our  own  Govern- 
ment did  in  the  war.  The  original  plan 
was  to  have  the  bank  liquidated  shortly 
after  the  termination  of  the  war,  but  ita 
affairs  became  involved  and  it  still  ex- 

The  pr&sent  paper  currency,  accom- 
panied by  violent  fluctuations  in  ex- 
change rates,  is  very  unsatisfactory.  The 
desire  in  Costa  Rica  is  for  a return  to 
the  gold  standard,  although  there  is  a 
tendency  to  delay  the  actual  transition. 
At  what  value  to  stabilize  the  colon, 
whether  to  attempt  to  restore  it  to  its 
previous  value,  or  to  give  it  a lower  value 
more  in  accord  with  its  current  pur- 


chasing power,  must  be  determined  in 
connection  with  the  general  plan  for 
financial  reorganization  which  it  is  ex- 
pected Costa  Rica  will  soon  undertake. 

To  establish  a uniform  currency  sys- 
tem for  the  new  Republic  of  Central 
America,  assuming  that  Nicaragua  and 
Costa  Rica  may  eventually  enter  the  fed- 
eration, involves  a problem  of  some  com- 
plexities. Two  of  the  countries,  Guate- 
mala and  Costa  Rica,  which  have  depre- 
ciated paper  money  based  indirectly  upon 
Government  debts,  require  a general  re- 
organization of  their  finances,  and  prol^ 
ably  need  foreign  loans  before  a sound 
currency  system  can  very  well  be  at- 
tained. 

Regarding  the  choice  of  a common  unit 
the  Nicaraguan  cordoba  is  worth  Jl,  the 


colon  of  Salvador  is  worth  60  cents,  and 
Honduras  has  American  dollars  and  also 
pesos  worth  50  cents.  Since  Guatemala 
and  Costa  Rica  have  units  of  fluctuat- 
ing and  odd  values,  a suitable  unit  would 
seem  to  be  one  worth  either  $1  or  60 
cents,  or  perhaps  26  cents,  if  a smaller 
unit  should  be  desired.  A decree  issued 
by  the  Provisional  Federal  Council  in 
the  middle  of  November  provided  for  a 
national  gold  coin  equivalent  to  50  cents, 
to  be  called  “ El  Centro  Americano.” 

The  method  of  adjusting  the  values  of 
the  five  different  currencies  to  a single 
unit  uniform  for  all  countries  and  of 
evolving  means  of  maintaining  the  sta- 
bility of  the  new  unit  in  relation  to  in- 
ternational values  is  beyond  the  scope  of 
this  article. 


A Sounder  Foreign  Financing  Situation 


By  John  Oakwood 


§NE  of  the  most  im- 

ments  in  America’s 
business  structure  in 
1921  has  been  the 
way  in  which  her 
foreign  financing 
machinery,  tremen- 
dously expanded  to 
meet  the  1919-20  for- 
eign trade  boom  and  to  provide  for  an 
anticipated  greater  future  in  that  field, 
has  been  contracted  to  accord  with 
shrinking  actualities  there.  This  correc- 
tion of  what  proved  to  be  an  overexpand- 
ed foreign  trade  financing  situation  has 
reduced  one  of  the  great  financial  sore 
spots  which  was  developed  by  the  general 
business  reaction,  and  the  seriousness  of 
which  began  to  be  fully  realized  in  the 
middle  of  this  year,  when  vigorous  meas- 
ures were  taken  to  readjust  conditions  in 
this  respect. 

The  period  of  expansion  in  America's 
foreign  financing  equipment  ran  from 
1917  down  even  as  late  as  the  opening  of 
the  present  year,  when  the  general  busi- 
ness recession  was  already  well  under 
way.  At  the  beginning  of  this  year  there 
were  about  twenty-four  leading  foreign 
financing  corporations  of  various  sorts 
in  process  of  organization,  organized,  or 
in  actual  operation,  representing  author- 
ized capital  of  about  $200,000,000. 

These  foreign  financing  corporations 
were  organized  to  do  business  in  various 
ways.  Some  planned  to  deal  in  foreign 
securities  on  the  theory  that  a large 
volume  of  America’s  favorable  balances 
abroad  would  be  reinvested  by  Ameri- 
cans in  foreign  securities.  To  the  fail- 
ure of  an  American  demand  for  foreign 
securities  to  develop  in  any  great  vol- 
ume is  attributed  the  failure  of  foreign 
financing  corporations  organized  on 
these  lines  to  attain  the  degree  of  activ- 
ity and  development  expected.  Others, 
organized  to  do  international  commercial 
financing,  found  that  the  field  of  their 
activities  was  seriously  curtailed  by  the 
high  risk  involved.  Still  others,  organ- 
ized to  mobilize  American  funds  to  be 
applie<l  to  financing  foreign  trade  by 
means  of  debentures,  found  that  the 
state  of  the  money  market  in  this  coun- 
try precluded  operations  of  this  char- 
acter. 

In  addition  to  this  shrinkage  in  the 
activitie.s  and  numbers  of  these  especial- 
ly organized  foreign  financing  institu- 
tions there  has  been  a commensurate 
contraction  in  the  activities  of  foreign 
departments  of  the  nation's  domestic 
banks.  Many  of  them  have  closed  some 
of  their  foreign  agencies  or  branches, 
cither  temporarily  or  permanently,  and 
in  some  cases  they  have  withdrawn  com- 
pletely from  operations  in  certain  coun- 
tries. This  is  particularly  true  in  re- 
spect to  South  America  and  the  Far 
East,  while  a reduced  scale  of  activities 
has  been  largely  adopted  in  respect  to 
branches  and  connections  established  in 
Europe.  It  has  been  estimated  that  a 
total  of  fourteen  branch  offices  and 
agencies  of  American  banks  abroad  have 
been  abolished  or  their  operations  sus- 
pended. 

In  commenting  on  these  changed  con- 


ditions that  have  come  over  America's 
foreign  financing  operations,  the  Federal 
Reserve  Bulletin  recently  pointed  out 
that,  despite  indications  of  betterment  in 
many  lines  in  foreign  countries,  there 
had  been  little  or  no  improvement  in  the 
financial  basis  of  our  foreign  trade,  the 
instabOity  of  foreign  exchanges  continu- 
ing, with  a resultant  depressing  effect 
upon  our  international  business,  discour- 
aging “American  banks  from  making 
long-term  commitments,  or  indeed  any 
commitments  stated  in  foreign  currency, 
unless  simultaneously  covered  by  an 
equal  amount  of  exchange  sold  or  pur- 
chased, as  the  case  might  be.” 

rpHE  technical  financial  developments 
■*-  which  brought  about  the  gradual 
withdrawal  of  American  banking  from 
foreign  financing  were  described  by  the 
bulletin  as  beginning  with  the  abandon- 
ment by  foreign  coontries  of  pegging 
about  the  middle  of  1919  by  which  the 
foreign  exchanges  had  been  kept  for  a 
time  fairly  well  stabilized.  So  long  as 
foreign  exchange  rates  were  thus  sup- 
ported it  was  comparatively  safe  for 
American  banking  to  assume  and  carry 
commitments  in  foreign  currencies. 
When  this  safeguard  was  removed  a cur- 
tailment of  foreign  commitments  on  the 
part  of  the  banks  resulted,  and,  to  a 
laige  extent,  they  refused  to  purchase  or 
discount  paper  stated  in  foreign  cur- 
rencies. During  the  latter  part  of  1919 
and  the  first  six  or  eight  months  of  1920 
the  tendency  of  the  banks  was  to  supply 
credit  for  foreign  trade  operations  large- 
ly on  the  basis  of  the  paper  of  our  o\vn 
exporters,  whose  own  credit  was  thus 
interposed  between  the  basic  risk  in- 
volved in  foreign  trade.  The  result  was 
that  the  huge  unfunded  balance  of  in- 
debtedness due  to  the  United  States  was 
largely  carried  by  American  exporters 
themselves;  they  were  enabled  to  do  this 
by  the  advance  of  funds  to  them  by  their 
own  banks,  these  funds  being  used  to 
carry  their  customers  abroad. 

The  next  great  development  in  this 
situation  was  the  epidemic  of  cancella- 
tions which  swept  over  the  commercial 
world,  with  the  result  that  the  drafts 
drawn  by  American  exporters  flooded 
back  on  their  hands  dishonored  by  for- 
eign buyers,  particularly  those  in  South 
America.  With  this  development  the 
banks  began  to  discourage  extension  of 
credit  in  this  ^vay,  and  cut  down  on  ac- 
commodation extended  to  American  ex- 
porters desirous  of  carrying  their  for- 
eign customers.  Concerted  action  was 
taken  by  some  banks  in  respect  to  those 
countries  in  which  moratoria  were  estab- 
lished or  in  which  conditions  developed 
which  had  the  effect  of  u moratorium. 
They  agreed  not  to  discount  bills  or  fur- 
nish exchange  for  trade  in  connection 
with  such  countries.  The  general  result 
of  these  developments  and  policies  was 
that  there  has  been  a very  great  curtail- 
ment of  the  commercial  credit  extended 
by  American  interests  to  foreign  buyers. 
Paralleling  this  growing  disinclination 


of  American  banking-institutions  to  haz- 
ard their  capital,  directly  or  indirectly.in 
foreign  trade,  there  has  been  throughout 
the  year  a consistent  decrease  in  bank  ac- 
ceptance activities  for  financing  foreign 
trade.  The  Federal  Reserve  authorities 
raise  the  question  in  this  connection  as  to 
whether  this  particular  phase  of  our  de- 
crease in  foreign  trade  financing  opera- 
tions does  not  constitute  an  event  of 
deeper  significance  than  merely  that  in- 
volved in  reducing  the  amount  of  foreign 
trade  credits  as  a matter  of  conservatism 
in  view  of  the  great  hazards  involved. 
They  point  out  that,  as  a result  of  the  re- 
duction of  the  creation  of  such  instru- 
ments, the  movement  to  popularize  bank- 
ers’ acceptances  in  the  United  States  h-'i'a 
received  what  may  amount  to  a complete 
check.  The  reduction  in  the  supply  of 
bankers’  acceptances  available  for  the 
employment  of  bank  funds  in  that  par- 
ticularly liquid  type  of  investment,  as  a 
substitute  for  placing  such  funds  in  the 
call  money  market,  may  result  in  throw- 
ing the  banks  of  the  country  back  upon 
the  narrower  domestic  investment  field 
of  former  times.  In  other  words,  it  would 
mean  a serious  setback  to  the  develop- 
ment in  this  country  of  an  international 
discount  market,  essential  to  the  suprem- 
acy of  dollar  exchange. 

\\'hile  this  change  has  been  going  on 
in  the  policy  of  American  banking  in 
respect  to  foreign  financing  operations 
by  means  of  acceptances,  a number  of 
foreign  banks  have  established  local 
branches  in  this  country  and  are  engaged 
in  marketing  their  acceptances  hero;  and 
the  Federad  Reserve  Banks  have  found 
them  an  attractive  class  of  paper  for  in- 
vestment. This  means  that  acceptance 
credit  for  financing  trade  between  this 
country  and  other  countries,  instead  of 
arising  in  the  banks  of  the  United  States, 
is  arising  in  those  of  foreign  countries, 
tending  toward  the  result  that  America’s 
Federal  Reserve  resources  would  be  used 
to  finance  trade  through  the  agency  of 
outside  banking  institutions  rather  than 
through  the  medium  of  America’s  own 
banks. 

This,  of  course,  may  be  a temporary  or 
transitional  period,  brought  on  by  the 
reaction  from  the  unfortunate  experi- 
ences of  American  business  and  banking 
in  the  foreign  field  in  the  groat  collapse 
following  an  unprecedented  foreign  trade 
boom.  It  is  felt  by  m-any  that,  with  a 
return  to  more  substantial,  more  reliable 
and  calculable  conditions  in  this  field, 
there  will  be  a revival  of  participation 
in  the  work  of  financing  America’s  for- 
eign trade  with  the  aid  of  America’s  own 
resources  and  instrumentalities. 

It  may  be  pointed  out  in  this  connec- 
nection  that  British  banks,  as  well  as 
American  banks,  under  the  stress  of  the 
foreign  trade  collapse,  have  also  shown 
a tendency  to  eliminate  foreign  paper 
from  their  operations.  In  fact,  this 
movement  was  so  marked  in  England 
that  the  British  Government  has  offered 
progressively  more  liberal  guarantee 
plans  to  encourage  foreign  financing 


operations  there.  By  a revised  plan  re- 
cently adopted  guarantees  are  also  of- 
fered to  private  exporters  and  bankers 
against  loss  incurred  in  advancing 
credits,  85  per  cent,  of  the  selling  value 
of  the  goods  involved  being  allowed  to 
exporters  and  70  per  cent  to  the  banks. 
In  addition,  the  terms  have  been  liberal- 
ized in  respect  to  the  number  of  coun- 
tries with  which  trade  operations  eligible 
to  the  credit  guarantees  may  be  con- 
ducted as  well  as  to  the  classes  of  com- 
modities and  the  duration  of  the  credits. 
Of  course,  in  this  respect  England  differs 
from  the  United  States  in  that  her  very 
existence  depends  upon  maintaining  her 
foreign  trade,  while,  to  a great  extent, 
the  United  Statas  is  self-supporting. 
Although  a vigorous  foreign  trade  is 
necessary  to  develop  to  the  fullest  this 
country’s  prosperity,  it  is  not,  as  in  the 
case  of  England,  a matter  of  life  and 
death. 

rPHE  opinion  seems  to  be  well  founded 
-L  that  the  changes  1921  have  seen 
in  America’s  foreign  financing  maebinety 
and  activities  represent  a movement  to- 
ward a sounder  and  more  compact  situa- 
tion, which  at  the  same  time  will  be  ade- 
quate to  meet  the  actual  needs  of  the 
future.  It  means  that  the  number  of 
foreign  financing  institutions  remaining 
in  the  field  will  represent  those  best 
qualified,  and  that  the  field  will  not  be 
overcrowded,  which  would  result  in  ruin- 
ous competition  and  a tendency,  in  order 
to  keep  capital  employed,  to  take  longer 
chances  than  sound  banking  would  dic- 
tate. 

Those  organizations  which'  have  re- 
mained active  have  gone  far  toward  as- 
certaining the  particular  functions  that 
are  most  profitable  for  them  to  special- 
ize in,  and  have  developed  a strong  hold 
in  these  lines  through  a moderately  pros- 
perous business  experience.  In  the  long 
run  these  organizations,  It  is  expected, 
will  grow  up  to  our  foreign  trade  as  it 
develops  on  more  substantial  and  eco- 
nomically sound  lines  ia  the  future,  in- 
stead of  having  to  be  deflated  down  to 
actual  requirements,  as  in  the  last  year. 

Again,  it  is  expected  that  future  con- 
ferences on  international  problems  will 
result  in  improving  Europe’s  credit  in 
this  country,  making  it  safer,  more  ex- 
pedient and  more  profitable  for  foreign 
financing  operations  to  be  carried  out. 
In  this  connection  it  is  to  be  noted  that 
there  is  a rapidly  accumulating  surplus 
of  investable  funds  in  America’s  own 
money  markets,  as  evidenced  by  falling 
interest  rates  and  rising  bond  prices.  It 
is  thought  that  these  movements  will 
reach  a level  where  Europe  will  be  able 
to  bid  in  our  markets  for  American 
funds,  and  there  will,  as  a result,  be  a 
flow  of  foreign  securities  to  this  country, 
giving  occupation  to  foreign  financing 
concerns  trained  and  ready  to  handle  that 
type  of  business. 

Therefore,  the  net  result  of  the  im- 
provement in  America’s  foreign  financ- 
ing machinery  operations  and  methods 
in  the  last  year  seems  to  indicate  prepa- 
rations for  a state  of  affairs  a.<  they  are 
actually  to  be  rather  than  as  it  was 
hoped  or  imagined  they  would  be. 
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Week  Ended  December  24,  1921 


Total  Sales  3,367,891  Shares 
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ADVEKTIMICUGNT. 


A Forecast  for  1922 

A Business  History  of  1921 

in  the 

Annual  Financial  and  Business  Review 

of  the 


New  York  Evening  Post 

/4  wealth  of  financial  and  business  statistics  and 
of  authoritative  analysis  and  forecast 

IN  less  than  an  hour  after  the  ticker  records 
the  last  sale  for  1921— in  less  than  an  hour 
after  the  Exchange  closes  for  the  year  the 
Evening  Post  will  have  on  sale  its  “Annual  Einan* 
cial  Review  for  1921.” 

This  Annual  Financial  Review  packs  htto  a single 
issue  a complete  history  of  the  1921  business 
year  and  authoritative  facts  and  opinions  on'the 
prospects  for  1922. 

The  following  are  some  of  the  features  which 
will  make  the  Review  invaluable  to  bankers, 
investors  and  business  men. 


Complete  tables  covering  the 
year’s  trading  in  stocks  and 
tends,  important  statistical 
material  on  commodities, 
prices,  etc. 

A forecast  of  1922  by  the  fi* 
nancial  editor. 

Forecasts  of  the  coming  year 
by  leading  bankers  and  rail- 
road presidents. 

A review  of  the  railroad  situ- 
ation by  W.  1.  Cunningham, 
James  J.  Hill  Professor  of 
Transportation  at  Harvard 
University,  whose  articles  in 
the  Evening  Post  on  the  rail- 
road situation  are  considered 
the  most  authoritative  being 
published. 

Articles,  charts,  and  tables  on 
the  trend  of  bond  prices. 
Special  cables  and  articles  re- 
flecting the  situation  abroad 
by  Arthur  W.Kiddyofl.ondon 


and  other  correspondents  in 
the  leading  foreign  countries. 
Reviews  and  forecasts  of  the 
important  commodity  mar* 
kets,  cotton,  grain,  livestock, 
wool,  coal,  non-ferrous  met- 
als, sugar  and  rubber  com- 
petent experts. 

Authoritative  reviews  and 
forecasts  of  the  principal  in- 
dustries—steel,  textiles,  oil, 
automobiles,  boot  and  shoe, 
building,  shipping  and  ship- 
building. 

Reviews  and  forecasts  of  die 
finanrial  and  business  sitna* 
tioTU  in  Boston,  Philadelphia, 
Chicago,  Detroit,  St.  Paul, 
Kansas  City,  Memphis  and 
San  Francisco. 

Articles  on  commodity  prices, 
banking,  money  market,  for- 
eign trade,  foreign  exchange, 
taxation,  public  flnanre,  and 
labor. 


Reserve  your  Copies  now 

You  will  probably  need  several  copies  for  yourself  and  for 
your  organization.  As  the  sale  of  this  issue  is  always  extra- 
ordinarily heavy,  we  suggest  that  you  place  your  order 
immediately.  Single  copies  delivered  (postage  prepaid), 10c. 
(On  sale  at  New  York  news-stands,  December  31  only — 5c.) 
Prices  of  bulk  orders  ( 50  or  more)  on  request.  Address 
Business  Service  Department,  20  Vesey  Street,  New  York. 
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